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CORRESPONDENCE BETWEEN THE SENATE SPECIAL CoMMrrrEE ON AGING AND THE

DEPARTMENT OF HEALTH AND HUMAN SERVIcEs

April 26, 1984, letter from Senator John Heinz, Senator John Glenn, Senator Pete
V. Domenici, Senator Lawton Chiles, Senator Charles H. Percy, Senator John Mel-
cher to Margaret M. Heckler, Secretary of the Department of Health and Human
Services (DHHS) re: concerns about disincentives for quality care under Medicare's
Prospective Payment System (PPS).

October 16, 1984, letter from Carolyne K. Davis, Ph.D., Administrator of Health
Care Financing Administration (HCFA), DHHS, to Senator Heinz re: mechanisms
for monitoring the quality of care received by Medicare beneficiaries (attachment).

November 29, 1984, letter from Senator John Heinz, Senator John Glenn, Senator
Pete V. Domenici, Senator Lawton Chiles, Senator Charles H. Percy, Senator John
Melcher, Senator Nancy Kassebaum, Senator David Pryor, Senator William Cohen,
Senator Quentin Burdick, Senator Larry Pressler, Senator Christopher Dodd, Sena-
tor Charles Grassley, Senator J. Bennett Johnston, Senator Pete Wilson, Senator
Jeff Bingaman and Senator John Warner to Carolyne K. Davis, Ph.D., Administra-
tor, HCFA, DHHS re: request for more informiation about proposed revisions to
standards and additional questions regarding quality of care for Medicare benefici-
aries.

January 29, 1985 letter from Senator John Heinz to Margaret M. Heckler, Secre-
tary, DHHS re: request for additional records and documents regarding the utiliza-
tion of Medicare and Medicaid services and procedures.

January 29, 1985 letter from Carolyne K. Davis, Ph.D., Administrator, HCFA,
DHHS to Senator John Heinz re: proposed conditions of participation in Medicare
and Medicaid for hospitals (attachment).

February 12, 1985 letter from Cynthia C. Root, Deputy Assistant Secretary for
Legislation (Health), DHHS, to Senator John Heinz re: delay in reply to letter of
January 29, 1985 while HCFA awaits opinion of DHHS General Counsel on the dis-
position of information about the Peer Review Organizations (PRO's).

March 8, 1985 letter from Carolyne K. Davis, Ph. D., Administrator, HCFA, DHHS
to Senator John Heinz re: DHHS concerns about control of information on the PRO
program provided to the staff of the Senate Special Committee on Aging.

March 28, 1985 letter from Senator John Heinz to Margaret M. Heckler, Secre-
tary, DHHS re; clarification of March 8, 1985 letter from Carolyne K. Davis, Ph.D.,
Administrator, HCFA, DHHS.

May 28, 1985 letter from Lawrence J. DeNardis, Acting Assistant Secretary for
Legislation, DHHS, to Senator John Heinz re: response to March 28, 1985 request
for clarification regarding the control of information on the PRO program (attach-
ment).

June 19, 1985 letter from Margaret M. Heckler, Secretary, DHHS, to Senator
John Heinz re: General Accounting Office (GAO) preliminary report on the impact

of PPS on post-hospital care.
July 24, 1985 letter from Senator John Heinz to Margaret M. Heckler, Secretary,

DHHS re: concerns about the monitoring of quality of care under the Medicare PPS
resulting from the report of DHHS Inspector General citing cases of premature dis-
charge and inappropriate transfer of Medicare patients (attachment).

July 25, 1985 Comments to Press by Senator John Heinz re: quality of health care
(attachments).

August 1, 1985 letter from Senator John Heinz to Margaret M. Heckler, Secre-
tary, DHHS re: commending DHHS for expediting instructions to PRO's regarding
the handling of inappropriate hospital discharges and transfers.

August 9, 1985 letter from Carolyne K. Davis, Ph.D., Administrator, HCFA,
DHHS, to Senator John Heinz re: HCFA statistics on premature and inappropriate
hospital discharges (attachment).

September 5, 1985 letter from Margaret M. Heckler, Secretary, DHHS, to Senator
John Heinz re: HCFA, PRO's and quality of care issues (attachments).
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October 2, 1985 letter from Margaret M. Heckler, Secretary, DHHS to Senator
John Heinz re: response to letter of July 24, 1985 and access of Senate Special Com-
mittee on Aging staff to internal documents and meetings with PRO's (attach-
ments).

October 7, 1985 letter from Senator John Heinz to Margaret M. Heckler, Secre-
tary, DHHS re: serious flaws and deficiencies in PPS.

October 10, 1985 letter from Lawrence J. DeNardis, Acting Assistant Secretary for
Legislation, DHHS, to Senator John Heinz re: inability of DHHS to comply with Oc-
tober 10, 1985 deadline for information requested in October 7, 1985 letter.

October 17, 1985 letter from Senator John Heinz to Margaret M. Heckler, Secre-
tary, DHHS re: request for appearance at November 12, 1985 hearing.

October 30, 1985 letter from Senator John Heinz to Margaret M. Heckler, Secre-
tary, DHHS re: findings from Senate Special Committee on Aging October 24, 1985
hearing.

October 31, 1985 memo from Hanns Kuttner, Special Assistant to the Deputy As-
sistant Secretary for Legislation (Health), DHHS, to James Michie, Chief Investiga-
tor, Senate Special Committee on Aging re; HCFA release of requested information
and documents (attachments).

November 4, 1985 letter from Margaret M. Heckler, Secretary, DHHS to Senator
John Heinz re: interim response to October 30, 1985 letter.

November 8, 1985 subpoena issued to C. McClain Haddow, Acting Administrator,
Health Care Financing Administration, DHHS, for certain documents to be submit-
ted to the Senate Special Committee Aging on the morning of November 12, 1985
(attachments).

November 8, 1985 letter from C. McClain Haddow, Acting Administrator, HCFA,
DDHS, to Senator John Heinz re: modifications to scope of work for PROs.

November 12, 1985 draft of DDHS responses to Senator John Heinz's letters of
October 17 and October 30, 1985.

February 19, 1986 letter from Senator John Heinz to Richard P. Kusserow, Inspec-
tor General, DDHS re: request for assistance in the Committee's inquiry into the
impact of the PPS on quality of care.
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April 26, 1984

Honorable Margaret M. Heckler
Secretary of Health and Human Services
200 Independence Avenue, S.W.
Washington, D.C. 20201

Dear Madame Secretary:

We are writing to express our concerns.about the Medicare
Conditior.s of Participation regulatlons for hospitals currently
undergoing final review by the Department of Health and Human
Services. As members of the Senate Special Committee on Aging,
we are deeply concerned about the quality or health care for
Medicare beneficiaries. While we agree that unnecessary and
costly administrative requirements for hospitals should be
eliminated, we believe that the proposed regulations should be
strengthened to protect patient health and sarety standards.

With the Implementation or Medicare's new prospective pay-
ment system, significant changes are taking place in our nation's
hospitals. Under the DRO system, hospitals not have incentives
to reduce inpatient stays and to perform "erficient" out-place-
ment or patients, perhaps to the detriment of Medicare
recipients.

Moreover. we reel the mechanisms that will guarantee the
delivery or quality care are Insufriciently developed at present.
The three major vehicles - a new quality assurance condition, the
peer review organizations, and a new Medicare survey rorm ror
certification - are all only in developmental stages. Until
these mechanisms can be reviewed and tested, we will not know If
they are sufficient to safeguard against substandard or
Inappropriate care. We are concerned, in particular, that the
proposed regulations do not answer the following questions
regarding quality of care issues.

- How will the new state survey evaluate
quality or care, including the performance or
duties by trained professionals?

- How often will states be expected to
survey each hospital? What steps will be
taken to monitor non-compliance with regula-
tions?

- What erforts are planned to train and
assist states with the Implementation of the

(3)
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!new survey system? Are sufficient personnel
available to carry-out the certification
inspections In light or the staff cuts at HHS
as well as in many state agencies?

- How will the PROs verify the appropri-
ateness of discharge planning? What
mechanisms will be used to determine that

!social and mental factors were properly
evaluated?

- Will the PROs review the quality assurance
programs? Will the new survey system also
review this condition and if so, what
standards will be used to determine that
quality assurance conditions are being met?

To be certain that the new Incentives for early discharge
and the improvement of hospital management do not compromise the
quality ot patient care, these proposed regulations should be
revised to require that appropriately trained professionals be
used effectively In the overall management and discharge or
Medicare patients. We further suggest that the Secretary be
provided with the authority to waive such requirements where
hardships can be shown to occur in the recruitment of particular
personnel.

We believe revised regulations can be adopted which will
accomplish our desire to both streamline the system of hospital
management and also protect the quality of patient care. We hope
you will take these concerns under consideration before the
regulations are issued in final form.

We look forward to your reply.

Sincerely,

rete V. Domenicl
United States Senator

Charles H. Percy
United States Senator

Ing Minority Member

Lawton Chless~
United States Senator

ohn Melcher
t nited States Senator
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\ntt States Senator

Larry ressler
United States Senator

Charles E. Grassley L
United States Senator

Pete Wilson
United States Senator

United States Senator

David Pryor N
United States Senator

'ill Bradley
United States Senator

Qutin N Burdi
/±lted States S nator

Chrlstoph'r J. dd
United St tes Senator

\JVnitedState eenator



The Honorable John Hdaz
Chairman, Special Committee on Aging
UnitedStatesSenate
Washington, D.C. h0510

Dear Mr. Chairmanu

Secretary Hecider has asked me to respond to your letter expresiqng concernabout the proposed Medicare conditions of participation for hospitals which are
currently undergoing review within the Department.

Please pardon the delay In my response. We share your concern about
maintaining the quality of health care, and believe that this objective will be
well-served when surveying hospitals for compliance with the proposed requirements.
The proposed revisions were Intended to simplify and clarity Federal requirements
to give flexibility in hospital administration while strengthening patient health
and safety. and to emphasize results rather than process. In developing these
revidons we also sought to promote cost effectiveness while maintaining quality
of care.

There has been no substantial revision of the conditions since they were
first published in 1966. However, there have been significant ctianges lo the
organizational structure of hospitals and dynamic technological advancements
since 1966. The conditions must be applicable and relevant to both the smaflest
rturl facility and to the most complex urban hospital center. The proposals we
are considering focus on (1) eliminating unnecessary regulations and providing
hospitUs with greater flexIbility, (2) replacing prescriptive administrative requirements
with language that Is stated In terms of expected outcome; and (3) in most cases,
giving responsibility to the hospital for choosing Its own starr and delineating
staff responsibilities rather than specifying Federal requirements ror credentials
and qualifications. The proposal revisions strengthen the basic purpose of the
conditlons, which Is to protect patient health and safety by Including a new condition
of participation that requires the hospitai to establish a hospital-wide quality
assurance program aimed at Identifying and correcting patient care problems.

In conjunction with modifying the conditionsawe are studying revisions of.
the survey process. The Health Care Financing Administration has developed_
training plans forStateSurvey agencies so that when any revisions go into effect,we will be ready to Implement the changes quickly. Both the proposed changesand the accompanying _cpr.l benaileutrohepodntedj nd jill
serve as better measures of the care actuaUy received by the patients.

*R *L.-*vr*2.1&A OLUurnAMZLKes.L&a Ze-nt t I 0 46_.sltw



7

Page2 -The Honorable John Heinz

In addition to the survey process, the Peer Review Organizations will review
medical care given to all Federal beneficiaries In hospitals. They will be responsible
for determining the medical necessity and appropriateness and quality of care.

We feel that the proposals developed thus far will ensure quality of care.
We appreciate the opportunity to respond to your concerns. The enclosed report
addresses the five specific groups of questions you have raised. I want you to
know that we are still studying a number of Issues regarding the conditions of
participation for hospitalsthe PRO program, and the Medicare survey process.
If you have additional questions, please do not hesitate to let me know. We will
be glad to take your concerns Into consideration.

A similar letter is being sent to all other members of the committee.

Sincerely yours,

:~~ Cow C>ZZnc^, g-
Carolyne K. Davis, Ph.D.

Enclosure
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Answers to the Senate Special Committee on Ayjna's
9uestions on Mata the Ruality of

Health Care

1. How will the new State survey evaluate quality of care, ncluding the performance
or duties by trained rofessionals?

We believe that the revised outcome-oriented hospital conditions, particularly
the new condition entitled Quality Assurance (QA), will serve as an appropriate
mechanism to better guarantee quality patient services for Medicare and Medicaidbeneficiaries. The QA condition requires that the hospital have an effective
program- to identifyand resolve problems that affect patient care. A number
of the current requirements that specify procedural processes to ensure quality
of care have been Incorporated Into the proposed QA condition. We believethat a focused requirement will simply be a better vehicle through which to
address quality of care issues.

The surveyor will-determineacompliance-of the newv QA condition by examining
whether there is a written plan to evaluate clinical services and medically-
related patient care and services, and whether the plan is being effectively.Implemented. To determine the effectiveness of the hospitales overall QA
program, the Individual QA activities will be evaluated. The surveyor willdetermine whether the individual QA activities consider

o Patient care problems within the Individual service;
o Cause of problemi(s1
o Corrective action taken; and
o Followup to determine the effectiveness of the action tasen.

Surveyors will use several mechanisms In making a determination regarding
the effectiveness of the program in meeting the needs of the patient, Including
medically-related patient services. We will require surveyors to:

o Review a sample of patient records for documentation regarding the
nature of post-hospital care arrangements;

o Interview patients who are ready for discharge to determine If medically-
related social, psychological, and educational services of the hospital
were available to patients needing them; and

o Use specific "indicators' to help measure the facilitys program In recognizing
important patient care problem areas (i.e., direct otservation of clinical
performance, interviewing patients and staff, incidents, medication errors,
etc.).
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A revised Medicare survey form is being developed that will follow the format
of the proposed regulations. Therefore, many of the 'quality" elements that
arc now spread throughout the existing survey form will be located under the
QA condition For example, Infection control has been moved from the current
Medical Staff condition to the QA condition. Health professionals, who are'
knowledgeable In each area of the conditions, are-developing comprehensive,
inter pretive guidelines and survey procedures to complement the proposed-
regulation.-Our objective is to interpret the regulation in greater detaIL and
to provide tha.surveyor..withazbetter tool to assess patient care and services.

The proposals we are studying, in most cases, do not specify credential and
qualification requirements. Rather, they would give responsibility to the hospital
for choosing its own staff and delineating staff responsibility. If negative outcomes
of patient care are identified during the survey process, the facility will be
expected to take appropriate action. One course of action may be to secure
more qualified staff.

However, we do feel that any proposed changes should require that the various
types of hospital staff must have adequate education, experience, and training
in accordance with acceptable standards of practice. In one condition (Compliance
with Federal, State, and local laws (Section 482.11)), for example, language
has been added to clarify statutory intent that a hospital be required to assure
that its personnel are licensed or meet applicable standards required by State
or local laws; -.

2. How often will States be expected to survey each hospital? What steps will
be taken to monitor noncompliance with regulations?

By law all hospitals accredited by the Joint Commission on Accreditation of
Hospitals (JCAH) (about 5,500) are deemed to meet Medicare requirements,
except utilization review. State agency surveys are conducted on all nonaccredited
hospitals (about 1,500) participating In the Medicare program. In addition,
the State survey agencies survey, on a selective sample basis, JCAH accredited
hospitals to determine whether JCAH accreditation continues to assure compliance
with Federal requirements. Also, direct Federal monitoring surveys are conducted
on asampleof hospitals to cheekonStateandJCAH survey findings. Other
surveys are triggered by cornplaints alleging substandard or improper care,
patient abuse, or noncompliance with health or safety requirements. If the
hospital is not in compliance with program requirements as a result of any
of these survey efforts, It is put under a plan of correction and closely
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monitored to ensure it meets the plan. However, if there are major deficiencies
which jeopardize the health and safety of patients, the hospital is terminated
from Medicare.

Whet efforts are planned to train and assistStates with the implementationof the new survey system? Are sufficient personnel available to carry out
the certification inspections in light of the staff cuts at HHS. as well as in

.:;,State ag-enciesf

Anytime there is a major change in regulations we develop and conduct special
training for the States. Plans are already underway for such training so that
when any changes to the proposed conditions take effect, the Department will
be ready for their implemrentation. The Department pays the States the fuu
personnel cost of performing these surveys. Similarly, current staffing levels F
within the Department are adequate to preserve and maintain an effective:,
survey and approval program.-

4. How will the PROs verify the appropriateness of discharge planning? What
mechanisms wil -be used to determine that soca al factors were
properly evaluated?

Peer Review Orgenizations (PROs) will not routinely review thp appropriateness
of a hospitalrs discharge planning efforts. Since the discharge planning requirement
Is contained in the conditions of participation, it is the Medicare State Survey
Agencies, and not the PROs that are responsible for enforcing it. However,
when a patient's stay is unusually lengthy or costly (day or cost outliers), the
PRO will conduct a review if the hospital is subject to the prospective payment
system. Also, as a part of accomplishing its quality objectives to reduce premature
discharge, the PRO will evaluate a hospital's discharge planning efforts where
appropriate.

We require each PRO to establish and achieve objectives that address the committees
concerns about the impact of the prospective payment system (PPS) on early
discharge and patient complications that may result. PROs will be responsible
for achieving specific objectives in five areas which relate to the quality of
care provided. Two of these areas deal with reducing instances of premature
discharge of patients and underutilization of hospital services which may occur
under the PPS. The other three areas address tractitional quality of care concerns:
reduction of avoidable deaths, complications, and unnecessary surgery or invasive
procedures.

The PROs will review-a random sample of discharges every quarter from hospitals
subject to the prospective payment system to ascertain whether the diagnostic
and procedural coding used to assign the Diagnostic Related Groups are consistent
with the patients medical record. PROs will review all outlier cases. In the
case of day outliers, denials will be made on a day-by-day basis. In the case
of cost outliers, denials will be made on a service-by-service basis as well.
Both types of denials will be based on medical necessity and appropriateness
of level of care.
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Generally, social and mental considerations are not within the PRO jurisdiction.
However, in determining the appropriateness of admissions and continued stay,

physicians will consider all aspects of the patient's condition, Including social
and mental factors contributing to the condition and its care. PROs wiU, of
necessity, consider all aspects of the diagnosis and possible complications before
making a decision on the case.

5. Will the PROs review the QA programs? Will the new survey system also review

this condition, and if so, what standards will be used to determine that QA
conditions are being met?

As indicated above (Question W), review of the QA program will be a responsibility
of the survey and approval process. The mechanisms discussed will be used
by the surveyor to determine the effectiveness of the program. PROs are,
however, required to evaluate quality objectives related to appropriateness
of level of care and medical necessity. In addition, the process of survey and
peer review will be mutually supportive to assure that quality care Is given.
In this regard, the PROs and State agency will exchange Information with the
objective of assisting each other's effort to assure that hospitals maintain acceptable
quality of care standards.
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"anited htates ,nMate
SPECIAL COMAItTEE ON AGING

WASHINGTON. D.C. 20510

November 29, 1984

Carolyne K. Davis, Administrator
Health Care Financing Administration
330 C Street, S.W.
Washington, D.C. 20201

Dear Dr. Davis:

Thank you for your response to our letter regarding the pro-
posed changes in the Conditions of Participation for Hospitals
under Medicare and Medicaid. We appreciate your sharing with us
the Department's goals and objectives regarding standard setting
for hospitals, and your outline for irsplersenting revisions which
are under consideration.

We have reviewed your statements on this matter, both to our
Committee and to Representative Henry Waxman, and find that
additional inforsatlon would be helpful to us. We would
appreciate your sending us further informsation and riaterials as
requested below:

1. A copy of the proposed survey.

2. The training plans for the state survey agencies Including
such Items as the proposed schedule, projected staffing needs
and budget, and training course outlines.

3. Information regarding the scheduling and projected frequency
of the surveying, that is, how often wall the new hospital
surveys be carried out and when will these begin?

4. Your letter states that you are "still studying a number of
issues regarding the conditions of participation for nospitals,
the PRO program, and the Medicare survey process." Would
you please elaborate on the nature and scope of each
of the studies presently under study?

We found your responses to our questions and those asked to
you by Congressman Waxrman very informative. After studying your
responses, we have sume additional, more detailed, questions
regarding qualIty of care issues:

1. Wilt every element or the quality assurance Condition of
Participation be of equal import?

2. Will a violation of' any one of these elements be nuftictent to
throw the Condition out-of-cumopliance?
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3. In regard to Peer Review Organizations (PROs) verifying
the appropriateness of discharge planning (your response

#b to Representativc Waxman on October 16, 1984) --

a Will a mirilirum "cost or day outlier" (as under the waiver

program in New Jersey) be defined in the regulations as a
trigger or screen for further review for inappropriate
early discharge?

b How will PROs know who is being readmitted Inappropri-
ately?

c Will PROs evaluate discharge planning of a patient
transferred to a nursing home?

d What are "hospital denial letters?"

e Ir the PROs are not responsible for reviewing social

services planning (at-home care, Meals on Wheels, mental
health, therapy, etc.), who will monitor the transition
between hospitals and other non medical post-acute care?

How will the quality of thin discharge planning be

evaluated?

Your letter did not provide any timetable for publishing the

proposed changes, ant we would appreciate knowing the Depart-

ment's timetable. We ask that the Secretary not issue any
revisions before our Committee members have had an adequate

opportunity to review the information requested in this letter.

Please be assured that we would consult with you in a timely

fashion regarding any possible additional concerns.

Thank you for your cooperation in working with the Committee

on this matter. The material we are requesting should help us

evaluate the proposed regulations in light or our concerns

regarding the quality of care in our nation's hospitals. lie

share your goal that quality care continues to be provided to

some or our nation's most vulnerable citizens, Medicare and

Medicaid beneficiarIes-

We look forward to your reply.

Sincer:ly,
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U.S. Senator

U .S. Senator

U.S. Senator

- IA COHt-
* . nator 2

CHARrFS GASSLEY
U.S. Scnator

1"rE WiLSON

.Oh4 WARtER
U .S. Senator

LAWTON CHlifF.S
U.S. Senator

HACIN^ MELD
U .S. Scnatorub

U.S. Senator
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DEPARTM5tENT OF HEALTH & HUMAN SERVICES - Heamh Coe F\AanCng Am..entO

ltie MmllsistvfAls,
W'ls59nhitong 0 C 20201

- Jphi 2 9 iM

The lonorable John Heinz
Chairman, Special Committee on Aging
United States Senate
Washington. D.C. 20510

Dear Mr. Chairman:

Thank you for your continued interest in the proposed Conditions of
Participation for Hospitals under Medicare and Medicaid. We appreciate the
opportunity to share issues under consideration and the current status of the
proposed regulations.

With respect to your general concern about implementing proposed changes to
the Conditions of Participation, we have not established a specific
timetable. You are probably aware that we received over 35,000 public
comments on the proposed rule published last year. Many addressed major
policy is..se! that the Health Care rinanciee Adinietestion has heen woricinq
to resolve. We are still discussing some of the major policy issues within
the Department, e.g., credentialing of certain hospital employees, level of
experience and training for circulating nurses in the operating room, and
requirements on the use of anesthesiologists' assistants. Additionally,
revisions must be made to include provisions from the Deficit Reduction Act.
I assure you, the Departuset will not publish the proposed changes as a final
rule until we are certain that all issues are resolved satisfactorily.

I have addressed each of your specific questions and requests in detail on the
enclosure. I trust this explains each item sufficiently. I appreciate your
continuing concern on these issues and the opportunity to work with you to
achieve our mutual goal of quality of care for our beneficiaries.

Sincerely yours,

Caol V .
flarolyne KC. Davis, Ph.D.

Lnclosure
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QUEST inO;SS/ PQr.STS

1. A copy of the proposed surve,.

IL is not possible to provide the survey form. al this tine. The survey
form is directly related to the regulations, which, as stated above, are
still being revised. As outstanding issues are resolved and changes made
in the regulations, we will be making corresponding changes to the survey
form. To release a copy of any draft form at this stage would be
misleading.

2. Training plans

Our plans for training are twofold. initially, we would hold training
sessions for Federal regional staff and State survey agency training
coordinators. Subsequent training will be conducted by the State survey
agencies for their individual surveyors. The State survey agencies will
use training materials ECFA will develop to assure consistency in training
nationwide. Further, we w-ill provide technical expertise to the State
survey agencies for the conduct of these sessions. We project central
office costs will be approximately t40,00o for this effort excluding
personnel costs. Again, we cannot provide the specifics of the course
outline or a schedule until we reach a more definitive set of final rules.

3. Survey scheduling

The frequency of the surveys will be based upon an individual provider's
history of compliance with certification requirements. At a minimum, each
provider *:'11 be surveyed at least every 2 years. Those providers having
a poor record of compliance will he surveyed at least once a year. The
new, survey procedures, using the new survey report fore and survey
frequencies, will go into effect following publication of final
regulations and clearance of the survey report form. Of course, these
surveys would be of those approximately 15n0 hospitals that are not
accredited by the Joint Commission on Accreditation of Hospitals (JCAMI).
As you knoew, by law those hospitals accredited by JCAM are deemed to meet
Medicare Conditions of Particlpatlo,, and therehy certified.

t. St.udie

'': -- Brc::. letter ':~ '1'! ,e,! -7 '- b Wr elc ,'rs
studies; rather, that *ve are dehbating and deliberating policy issues
raised in respunse Lo the prooosed regulations such as those referred to
in the second paragraph.
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Quality Assurance Ouesttons

1. 111 every elenent of the quality assurance ronditin' of Participation be

of equal itport?

Ivery element of the quality assurancst 1anditior -f !Partletpation ts

-equally Important. Each of the 5 elements covers different arexs of

reqnirements. -All are siznlficant and must Ne met.

.. Will a violation of any one of tlhese elements ba sufficient to ttrow the

Condition out of Conpilance?

A violation of any one of these elenont3 -ould he sufficient to place the

condition out of compliance. However, this does not mean that any elemant

found out of compliance uould automatically place the condition out. Our

surveyors are trained professionals who make judgements regarding the

adequacy of services and therapies. It ts their judgment and the exact

nature of the problem(s) in the hospital that will determine the result of

the survey and appropriate follow-up actions.

3. In regard to Peer Review Arganizations (PROs) verifying the

appropriatennss of discharge planning:

a. Will a minimum cost or day outlier- (as under the waiver progrsm in

New Jersey) he defined in the r-gulatloas as a trigger or screen for

further review for inappropriate early discharge?

The PRO regulations will not define a minimum -cost or day outlier- as

a trigger or screen for further review for inappropriate early

discharge. The special prospective payment system (PPS) waiver in

place in oTew Jersey permits application of a low -trin point' or

trigger for further review of all outlier cases as an exception to PPS.

b. How will PROs know who is being readmitted inappropriately?

PROs will identify Inappropriate readmissions through medical chart

review.

c. *iill PROs evaluate discharge planning of a patient transferred to a

nursing hone?

''iis *:t!1 nn q:1,
1
'''.' .*$¶VAl - f nattct:

transferred to a nursing hone. Such evaluation is within the scone of

hospital utilization review (IIR) and quality assurance (QA) components.

- 2 -
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However, PROs ;Ill evaluate discharge plans as an adjunct to regular
review activities. This review will involve cases where possible
premature discharses are identified. In addition, those cases will be
selected for review mnder the qsiil1ty objective that I5 designed to
reduce unnecessary hospital rea3dwissio-s reslting from substanward
care provided during the prior adnission.

d. *that are -hospital denial letters?-

'Hospital denial letters' are notices sent by hospitals to Medicare
beneficiaries and their physicians indicating that specified services
contemplated and/or received are not covered under Medicare
provisions. Such letters must include information regarding
reconsideration and/or administrative appeal of denial determinations.

e. If the PROs are not responsible for reviewing social services planning
(at-home care, Meals on Wheels, mental health, therapy, etc.), who
will monitor the transitIon between hospitals and other nonmedical
post-acute care? How will the quality of this discharge planning be
evaluated?

In addition to required review activities, each PRO n4ust pursue
objectives to reduce inapproprlate or unnecessary procedures and to
ensure quality of core. Specific quality objectives are in place to
reduce unnecessary hospital readmissions resulting from substandard
care provided during the prior admission and to ensure the provision
of medical services that, when not performed, have significant
potential for causing serious patient complications.

As a part of their responsibility to perform preadmission review and
review of preenature discharges, PROs will also nonitor discharge plans
and patient transition. On a day-lu-day basis, the quality of
discharge planning is the responsibility of hospiLal 'JR and QA
components.
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DEPARTMENT OF HEALTH& HUMAN SERVICES OM o SeW s.

in. ~~~~~~~~~~~~~~~~~~W*5h;tV. D C 20201

FEB 1 2 1935

The Honorable John Heinz
Chairman
Special Comittee on Aging
Unites States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

This is an interim reply to your letter of January 29, 1985 to the Secretary
requesting eleven categories of docuients related to the Departmnt's imple-
mentation of the Peer Review Organization (PRO) program.

On February 1, 1985, the American Hospital Assciation filed a suit against
the Department (AHA V. Hedkler et. al. #85-0311) which is concerned with
implementation of the PFO program. In light of this suit toa Health Care
Financing Administration has requested an opinion fran the General Cczmsel
on the disposition of infonration about the PIRO program. They expect to
receive an opinion within a few days and will be responding to your -letter
at that tine.

Sincerely yours,

Cythia C. Root
dputy Assistant Secretary

for Legislation (Health)
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DEPARTMENT 0f HEAl.THi&. 1M: IANSERVICES Health Cate tinamintg Ad.ista

The Admtnsintor
Wn.ghton. D.C. 20201

March 8, 1985

The Honorable John Heinz
Chairman, Special Committee on Aging
United States Senate
Washington, D.C. 20510

Dear Senator Heinz:

I am writing to convey my concern about the information on the Peer
Review Organization (PRO) program that HCFA has recently provided to
the staff of the Senate Aging Committee. My concern is hased on the
enclosed letter from the Acting General Counsel of the Department
which deals with a pending law suit against the Department that chal-
lenges our implementation of the PRO program. The letter strongly
indicates the need for careful control of information on the PRO program
while the law suit is in progress. In view of the letter, I believe it
is my responsibility to seek your assurance that the information we have
provided to the staff of the Senate Aging Committee will be closely guarded
against public disclosure, at this time.

I would sincerely appreciate your assistance in this matter.

Sincerely yours,

Carolyne K. Davis, Ph.D.

Enclosure
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DEPARTMENT OF HEALTH & HUMAN SERVICES Office of Alo. S. -

The Geeral Cosgri
wavw5gtm,. D.C. 20201

February 20, 1985

MEMORANDUM

TO Carol A. Kelly
Acting Associate Administrator for Policy, HCFA

FROM Terry ColemanA4 -A,
Acting General Coudsel

SUBJECT Release of Certain Documents Requested by the Senate
Committee on Aging

You have requested our opinion as to the effect that the release
of certain documents requested in a January 29, 1985 letter from the
Senate Committee on Aging might have on a lawsuit recently filed
against the Secretary by the American Hospital Association (AHA).
The AHA has claimed that the Secretary has failed to promulgate'
regulations allegedly required by law to. implement the Utilization
and Quality Control Peer Review Organization (PRO) program. Specifi-
cally, the ARA alleges that existing transmittals, manual provisions,
PRO directives, and individual PRO contracts that govern PRO medical
review constitute an unlawful'implementation of the PRO statute.

The Senate Committee on Aging, in the request accompanying its
letter of January 29, 1985, has asked that HCFA produce various
documents pertaining exclusively to implementation of the PRO
program. All eleven requests call for "any and all versions,
including drafts" of various documents. We believe that the
Secretary's position in the current litigation with AHA could be
potentially compromised and that burdensome discovery could be
requested -f these predecisional documents were to fall into the
hands of the AHA.

In many cases, these documents represent written drafts by
individual staff members that have not been reviewed at any level.
In other cases, they represent preliminary analysis of raw, some-
times flawed or imperfect data. At these preliminary stages of
development, documents have the potential to be highly misleading,
and might be subject to abuse by the ARA in Its litigation.
For example, preliminary analysis of PRO monthly activity data might
reflect errors by a PRO in reporting its data, resulting from its
unfamiliarity with new instructions or procedures. Preliminary
analysis in the area of modifications to PRO contract objectives
thus might .inaccurately provide support to ARA's claim that these
objectives, and the process which produced them, are somehow flawed.
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Page two
Carol A. Kelly
February 20, 1985

When used out of context in court, without the benefit of revised,
refined, or more complete analysis, such preliminary data could
prove damaging to the Secretary's position. Moreover, even if the
documents do not ultimately injure the Department's case, the AHA
might well use errors or other information contained in the docu-
ments to obtain depositions or other discovery. Discovery is
ordinarily unavailable in lawsuits challenging agency action, but
this obstacle can sometimes be overcome by an assertion of irreg-
ularity. Obviously, depositions of agency officials, potentially
including senior Department officials, would be extremely burden-
some and undesirable.

Other documents requested by the committee represent pre-
decisional versions of the very transmittals and program directives
directly named and attacked in AHA's complaint. Experience has
demonstrated that such internal, predecisional documents are
subject to abuse by plaintiffs when presented out of context,
particularly when they may not necessarily reflect the Department's
prior or current position.

Finally, certain requested documents reflect the planned
implementation of regulations which, as of this date, have not
been published. Thus, in addition to prejudice to the lawsuit,
release of these documents could potentially compromise the
integrity of the relevant rulemaking proceedings.

It is therefore our recommendation that HCFA make every
effort to impress upon the committee that it would be in the
best interests of the Department and the successful implementation
of the PRO program for the committee to withdraw Its request
until the conclusion of the current litigation with ARA. In the
alternative, if this information is released to the committee,
HCFA should insist on assurances from the committeerthat these
documents will be held in strict confidence, and that steps will
be taken to insure that they do not become available to the public,
and thus tp the ABA.
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Ad .'t 1-T. S.|"^ United Statn Pratt
0~ *0A0 * _ 5 Bib WA SPECIAL COMMITTEE ON AGING

WASHINGTON, D.C. 20510

March 28, 1985

The Honorable Margaret M. Heckler
Secretary of Health and Human Services
200 Independence Avenue, S.W.
Washington, D.C. 20201

Dear Secretary Heckler:

I am writing to request your assistance in obtaining
clarification on a letter dated March 8, 1985, addressed
to me from Carolyne K. Davis, Ph.D., Adminstrator for the
Health Care Financing Administration (HCFA). Please find
enclosed a copy of the letter and an attached memorandum
to Dr. Davis from Terry Coleman, Acting General Counsel for
the Department.

In her letter, Dr. Davis states that, in light of a
pending lawsuit, there is "the need for careful control" by
this Committee of documents received from HCFA regarding
the Peer Review Organizations (PROs). Her letter follows

similar requests concerning these same documents chat were
relayed by Hans Kuttner of your staff to James Michie of
the Committee staff on February 27, 1985, and March 7, 1985.
Mr. Michie asked Mr. Kuttney on each of those occasions to
request that HCFA identify the documents and/or portions
of documents considered to be of a sensitive nature.

This Committee has no wish to interfere with due process
in the pending lawsuit against the Department. It is essential,
however, for Dr. Davis to identify with specificity those
documents and/or portions of documents regarding the PROs
that may warrant careful control so that this Committee may
give adequate and informed consideration to her request.

Thank you for your assistance and cooperation in this
matter.

Sincerely,

JH: jmm
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DEPARTMENT OF OEALTH & HUMAN SERVICES Des, o th Secu,,

W~shngro., DC 20201

May 28, 1985

The Honorable John Heinz
Chairman, Special Committee on Aging
United States Senate
Washington, D.C. 20510

Dear Senator Heinz:

This is in reply to your recent letter to the Secretary
requesting more specific information on the protection of
documents related to the Peer Review Organization (PRO) program.
As you know, we are concerned about the use of this information
in light of the pending lawsuit against the Department.

In an effort to clarify our previous communications with
you, the Department has identified two categories of sensitive
information that warrant special consideration. The first
category encompasses documents that deal with the policies and
procedures to be followed by the PROs in the implementation of
their review programs. Departmental officials believe this
information is considered sensitive because the lawsuit con-
cerns many aspects of the implementation of the PRO program
that are addressed in these documents. This category includes
such documents as draft regulations, drafts of internal policy
papers, issue papers and staff memoranda on PRO review methods
or procedures; draft program instructions and directives;
minutes of meetings or conversations on PRO review policies
or procedures, etc. Many documents previously sent to the
Committee fall into this category. For example, it would
encompass the material requested by items t1 -6 and 11 of your
letter to the Secretary dated January 29, 1985 (enclosed).

The second category encompasses documents that are
concerned with the evaluation of PROs in the performance of
their responsibilities. This would include drafts of internal
documents that evaluate the performance of individual PROs or
the program in general; medical review activity reports
submitted by the PROs; documents of an evaluative nature that
are exchanged between Health Care Financing Administration
(HCFA) program staff and the HCFA Contracts Office, etc. This
information is considered sensitive because the lawsuit also
concerns the processes to be used to evaluate PROS. Material
of this nature is exemplified by items 8 and 10 of your letter
of January 29.
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Page 2 - The Honorable John Heinz

The Aging Committee Statf have obtained many other
documents that are not specifically identified in this letter.
Should there be any questions about these materials, we will
arrange for HCFA staff to provide further clarification to
the Committee staff.

, ^ crely oers,

wre ce J. DeNardis
Acting Assistant Secretary

for Legislation

Enclosure
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THE SECRE TAR LI D fHaa I HNO HUM-R SER-ICES
g _Ai~~~~~~~~~~*S..,tCTON C. OOC 01

JUN I 9 195

The Honorable John Heinz
Chairman, Special Committee on Aging
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

This is in response to your letter regarding the General Accounting Office
(GAO) preliminary report on the impact of the prospective payment system (PPS)
on post-hospital care. Please pardon the delay in my response.

It should be noted that GAO's purpose in developing the report was to identify
the issues related to post-hospital care of Medicare patients, rather than to draw
conclusions on this subject. The GAO report calls upon the Department to conduct
rn~'arAh on the issues it raises concerning the impact of PPS on the quality of
post-hospital care. The Department is actively engaged in such research The
Office of the Assistant Secretary for Planning and Evaluation (ASPE) has a contract
with the Urban Institute to further refine the research issues in this area and
to identify feasible studies. The Health Care Financing Administration (HCF A),
ASPE, and the Office of Human Development Services (OHDS) plan to fund those
studies identified as the highest priority. In addition, HCFA's Office of Research
and Demonstrations is considering research proposals in this area submitted under
its current grant solicitation After technical review, high quality projects will
be funded.

Let me assure you that this Department is committed to assuring that our
Medicare beneficiaries receive high quality care. This is true regardless of the
method of reimbursement We designed our medical review system to assure
that quality was maintained under P1S. For example, readmissions shortly after
a prior hospital stay could indicate poor quality of care. Therefore, with implementation
of PPS, all medical review entities (Professional Standards Review Organizations
and fiscal intermediaries) reviewed admissions to assure that they were medically-
necessary and appropriate. They also reviewed all readmissions within 7 days
in order to identify cases where patients were prematurely discharged. Both
of these review activities continue under the utilization and quality control peer
review organization (PRO) program. /

I have been assured that HCFA has not identified any pattern of poor quality
care under PPS to date. However, HCFA has received some anecdotal information
about isolated instances of poor quality (e.g., premature discharge and inappropriate
transfers from acute settings to lower levels of care). In these cases, HCFA

59-303 0 - 86 - 2
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investigates thoroughly through the PROs and, where poor quality Is identified,
the PROs take corrective action against the facility or physician found to be
at fault. Corrective actions could range from Intensive review to exclusion from
the Medicare program.

In your recent letter, you also asked what recourse patients have if they
fed they have been discharged prematurely. At the outset, I would note that,in
an effort to address misconceptions surrounding PPS, the next issue of HCFA's
Medicare/Medicjid Notes, which is distributed to beneficiary consumer groups
across the country, is being devoted to clarifying PPS policy issues. HCFA Is
pursuing additional Initiatives Involving the media to better inform the public
at large on PPS.

While we are concerned that Medicare beneficiaries receive appropriate
medical care, it is Important to note that the decision to admit or discharge a
patient is made by the attending physician, not the PRO. Hospitals and physicians
have been notified that Medicare's average length of stay for a diagnostic related
group is Indeed an average, not a limit. Therefore, physicians should not discharge
patients who are not ready to leave the acute care setting. Patients or their
families who believe the hospital or the physician is discharging the patient prematurely
should discuss the matter with the patient's physician because he or she ultimately
makes the discharge decision.

In cases in which a hospital recommends discharging a patient and the attending
physician disagrees, the PRO physician advisor is required to review the case
to determine if Medicare coverage is appropriate. The review focuses on whether
the services are medically necessary, delivered in the most appropriate setting,
and meet medically recognized standards of care. If the PRO decides that discharge
Is appropriate and the attending physician elects to keep the patient in the hospital,
the patient may decide to exercise his or her Medicare coverage reconsideration
and appeal rights. Medicare regulations require that the hospital issue written
notices advising beneficiaries of a denial of Medicare benefits and that these
notices contain specific information for the protection of beneficiaries as well
as the hospitals. In May, 1985, HCFA issued an instruction requiring PROs to
monitor the specific information contained in these hospital notices to ensure
that they comply with these regulations.

When Medicare beneficiaries are admitted to a hospital, they are notified
that their care is subject to PRO review and advised of the procedures they should
follow if they are dissatisfied with the PRO's decision. Because the patient is
hospitalized, the PRO must complete Its reconsideration effort within a very
limited time period. Also, If a patient receives a Medicare coverage denial from
the PRO, the notice specifies the locations and procedures for requesting a
reconsideration. Therefore, we believe that patients are fully informed of the
presence of a medical review agent who is responsible for assuring that they
receive necessary and appropriate medical care.
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In addition to admission review, each PRO has committed itself to achieving
objectives which address major problems of patient care quality identified in
the PRO's area, such as inappropriate admissions, patient transfers, unnecessary
surgery, and medical complications. If PROs identify problems with quality of
care, they must consider imposing corrective action as explained above.

To supplement the monitoring activities performed by PROs, we are always
ready to answer inquiries or complaints from beneficiaries. HCFA investigates
such cases either through the HCFA regional office or by contacting the PRO
directly.

Regarding the proposed elimination of the waiver of liability for certain
Medicare providers, the proposed rule would eliminate only the criteria for
determining whether a provider of Part A services is eligible for a presumption
that it did not know or could not reasonably have been expected to know that
the services it furnished would be denied by Medicare (as being not medically
reasonable and necessary or invcdving custodial care). HCFA would still continue
to make program payment under the waiver of liability provision based on a case-
by-ease analysis where it is determined that neither the provider nor the beneficiary
knew or could reasonably have been expected to know that the services were
not covered. Also, a provider would retain its right to appeal any case where
it is held liable and is not paid under the waiver of liability provision. A work
group has been formed within HCFA to evaluate carefully the numerous comments
received concerning this proposed regulation. One of the issues that will come
under intensive scrutiny by the work group is the concern you raise regarding
potential disincentives to providing services to Medicare patients.

With respect to your concerns regarding the availability of post-hospital
care, we believe that home health agencies and skilled nursing facilities (SNFs)
are able to handle the slight increase in volume shown by our PPS statistics.
It should be noted that there has been a tremendous increase in the number of
Medicare-certified home health agencies from 2,858 in 1980 to 5,320 in December
1984, an 86 percent increase. Moreover, following discussions with Industry
representatives and congressional staff, HCFA issued additional guidelines in
April 1984. These guidelines specified that patients' need for care should be
the primary factor in determining whether daily home care would be provided
and noted that the 2-3 week guideline governing exception to the intermittent
care requirement is not an absolute limit. We will continue to evaluate the effect
of our current policies.

Let me emphasize again that the Department shares the desire of Congress
to secure accurate and timely information that will identify the scope and degree
of any problems in implementing the prospective payment system. We appreciate
your comments on this important issue.

Sincerely,

Margaet M. Heckler
Seer tary



32

IunitLLd 0E'tate sUUnate
* _oo t ~O00S .0~0~S0 0~.00 SPEAL COMMITTEE ON AGING

C.0SCO 0'0511100000,00WASH4INGTON, OC 20S IO

July 241, 1985

The Honorable Margaret M. Heckler
Secretary of Health and Human Services
Washington, D.C. 20201

Dear Madam Secretary:

As Chairman of the Senate-Special Committee on Aging, I am
writing to share with you my deep concern over growing
Indications of serious and sometimes fatal flaws in monitoring
quality of care under the Medicare Prospective Payment System
(PPS).

Written into the 1983 amendments creating the PPS are
explicit safeguard measures to ensure that reductions in cost Of
care do not translate into compromises in quality of care.
Congress intended the peer review organizations (PROs) to be the
program's watchdogs, reviewing the 'quality of care, the
necessity and reasonableness of carme and the appropriateness of
the setting" in which care is provided. Mad'am Secretary, I
recognize the magnitude of the quality review process. But I
know you share my commitment to make the process work, for on
its success rides the wellbeing of millions of older Americans.

I have expressed my concerns on the issue of quality of
care under the PPS through correspondence with you on several
occamsiona over the past 18 months. Most recently (June 19),
you responded to my serious concerns raised by a General
Accounting Office report to me on the impact of the PPS. You
wrote you had 'been assured' that the PROs were taking the
proper "Corrective action' in the "isolated instances of poor
quality care" which HCFA had received through "anecdotal
information."

on April 19, Administrator Carolyne Davis of the Health
Care Financing Administration testified before the Senate
Finance Committee that HCFA doesn't "see any evidence of major
problems with premature discharge or inappropriate transfer--but
we are finding individual cases., According to Dr. Davis, "fewer
than 200 cases had been referred to the regional offices so
far." She reassured the Committee that HCFA had "met the
challenge of creating a strong, effective quality and
utilization review program.'
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Given HCFA13 strong assertions to you and the public that

Medicare beneficiaries are "safe and sound' under the PPS, I

frankly am appalled at the paper trail of evidence to the
contrary uncovered this week by the Aging Committee staff.

Specifically, in an October 1984 memorandum to HCFA

Administrator Davis, the Inspector General of DHHS reported a

"serious problem" in the implementation of the PPS. "Evidence

is mounting to suggest abuse or the PPS is occurring through
premature discharge and inappropriate transfer of patients," the

Inspector General wrote.

He cited 1130 cases identified as of July 1984, with only

about SO percen of the PROs reporting. Far from "anecdotal
information about isolated instances," the Inspector General

concluded that the "impact of this type of abuse on quality is

so significant that its potential visibility could jeopardize

the integrity of the medical review process and the payment

system."

I regret to inform you that the problem of abuse has grown

far worse in the last year. Discharges and transfers red-

flagged by the PROs as inappropriate had risen to 3700 by March

of this year. I trust you will understand my utter dismay and

outrage over HCFA's failure to act on such critical--or fatal--

patient outcomes as: (1) "patient apparently succumbed to a

treatable condition on readmission"; (2) "patient ...
transferred to rehab unit [and] expired in rehab unit"; and (3)

"anemia was not treated on first admission; patient was

readmitted with profound anemia."

Yet we have no record that the corrective or punitive

powers authorized by Congress have been exercised. To the

contrary, the memoranda I have reviewed suggest the PROs are

paralyzed without instructions from HCFA clarifying their

corrective responsibilities.

In the October correspondence mentioned above, the

Inspector General contended that existing instructions did not

require "corrective action," and recommended that an immediate

clarification be made to "avoid possible adverse patient

outcomes." Three months later, in January Of this year,
Administrator Davis responded, agreeing that "HCFA'5

instructions should be revised, as soon as possible."

Madam Secretary, almost ten months have passed since the

IG's report, yet the clarifying instructions to the PROs have

not been issued. I am at a complete loss to understand this

delay, especially since the IG's report provided examples of

deaths of patients as a result of inappropriate transfers and

hospital admissions.

I ask your Department's full cooperation in correcting

flaws in the PPS which so seriously threaten the lives of
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millions of older citizens. We must not rest on reassurances
that so belle the apparent reality or Increasing abuses.

First, we need an immediate issuance or the PRO clarifying
instructions from HCFA, so that no further delays occur in
corrective actions. Second, I need your help in securing speedy
answers to the attached questions. And third, I ask your
assistance for Aging Committee staff while they undertake a full
investigation of the PPS/PROs effect on quality of care. In this
regard, it is essential that my staff be provided complete and
unrestricted access to all DHHS and PRO contractor personnel, as
well as to all data, reports, memoranda, correspondence and
other documentation, including draft and final versions.

Madam Secretary, it is past time we put the PROs on track
once and for all, fully armed with the authority Congress
mandated, and thus able to guarantee the quality of care we have
pledged to preserve.

Siper y|

J Q HEINZ
a man

JH/ick
Enclosures
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SCHEDULE OF QUESTIONS REGARDING PPS IMPACT ON Q9ALITY OF CARE

i. In her January 18, 1985, response to the DHHS OIG's October

1984 report on "Inappropriate Readmission and transfer Practices

under the Prospective Payment System," Dr. Carolyne Davis,

Administrator of HCFA, stated that "HCFA's instructions [to the

PROs] should be revised, as soon as possible, to require PROs to

make denials or to require corrective actions, such as sanc-

tions, in readmission and transfer cases involving medically

inappropriate practices."
Regarding this response, please provide answers to the following

questions along with all supporting documentation: (a) On what

date and to whom was the task of revising the instructions

assigned; (b) What was the level of resources dedicated to this

task; (c) Specifically when did the effort toward revising the

instructions begin; (d) When and by whom was the first draft of

the instructions completei, and on what date and to whom was the

first draft forwarded for comment, editing, or for any other

purpose (please identify); (e) On what date and by whom was each

additional draft completed, and on what date and to whom was

each of these additional drafts forwarded for comment, editing,

or for any other purpose (please identify); (f) When will the

instructions be finalized, approved and forwarded to the PROs;

(g) please provide a copy of each of the drafts along with

written comments, annotation, and/or editing pertaining to each

of the drafts.

2. Dr. Davis' January 18, 1985, response to the IG report

stated: "we sent a draft memorandum to the regional offices on

October 26, 1984, for comments and conducted a conference call

on November 14 with the regions. Based on their input and

further analysis we are developing program guidance which out-

lines specific situations and specific interventions that must

be taken where inappropriate readmissions or transfers are

identified." Please provide a copy of the 'draft memorandum", a

copy of the "comments" from each of the regional offices, and

any and all memoranda and minutes generated by the regional

offices and by officials and personnel within HCFA offices in

Baltimore, Md., and in Washington, D.C., and pertaining to the

"conference call' on November 14, 1984.
Please answer the following questions and provide all supporting

documentation: (a) To whom, and on what date, was the task of

"developing program guidance which outlines specific situations

and specific interventions" assigned (please provide a copy of

all memoranda and correspondence generated within DHHS and HCFA

and pertaining to development or the "program guidance"): (b)

what Is the number of inappropriate readmissions and the number

of inappropriate transfers identified by each of the PROs

(please specify) for each of the months from July 1984 to the

present; (c) what corrective action or intervention, if any, has

been taken for each of these inappropriate readmissions and

transfers identified by each of the PROs, and when and by whom

was the action or intervention taken?
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Schedule or Questions Regarding PPS impact
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3. Dr. Davis' January 18, 1985, response to the IG's October
1984 report states: "I have instructed my staff to consult with
appropriate members of your staff in developing policy papers in
this area." Please provide answers to the following questions
along with all supporting documentation: (a) To whom, and on
what date did Dr. Davis issue instructions for consulting with
OIG staff; (b) With whom on the DIG staff, and on what date(s)
did Dr. Davis' staff (please identify) consult; (c) please
provide a copy of all memoranda and other records generated by
HCFA and DHHS officials and personnel and pertaining to mee-
tings, conferences and telephone conversations with members of
the OIG staff on development of policy papers; (d) please
provide a copy of all such policy papers, draft and final ver-
sions, that have been generated to date within HCFA and DHHS.

4. Dr. Davis' January 18, 1985, response to the IG's October
1984 report states: "Additionally, in the next year, we expect
to publish regulations changing the method by which transfer
cases between PPS hospitals are paid."
Please provide answers to the following questions along with all
supporting documentation: (a) To whom, and on what date, was the
task for drafting these regulations assigned; (b) What was the
level of resources dedicated to this task; (c) Specifically when
did the drafting of these regulations begin; (d) When and by
whom was the first draft of these regulations completed, and on
what date and to whom was the first draft Forwarded for comment,
editing, or for any other purpose (please identify); (ce) On what
date and by whom was each additional draft completed, and on
what date and to whom was each of these additional drafts for-
warded for comment, editing, or for any other purpose (please
identify); (f) what is the current status of these regulations;
(g) when will these regulations be finalized for publication;
(h) please provide a copy of each of the drafts of the regula-
tions along with written comments, annotation, and/or editing
pertaining to each or the drafts.

5. Why did it take HCFA more than 12 weeks to respond to the
IG's October 1984 report on 'Inappropriate Readmission and
Transfer Practices under the Prospective Payment System' (please
provide all supporting documentation)?

6. Why has HCFA not yet issued to the PROs the urgently needed
revisions of the instructions regarding inappropriate readmis-
sions and transfers (please provide supporting documentation)?

T. Was HCFA required to obtain legal opinion(s) and clearance(s)
regarding these instructions to the PROs? If so, on what
date(s) and to whom did HCFA submit these instructions for legal
opinion(s) and clearancets), and please provide all supporting
documentation pertaining to these actions. Please provide a
copy or all memoranda, correspondence, notes and any other
documentation generated within HCFA and by whomever provided
legal opinion(s) and clearance(s) concerning these Instructions
to the PROs.
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8 HHS presently requires PROs to investigate readmilssilos to a
hospital if the patient is readmitted within 7 days of being

discharged from that hospital Has HHS evaluated Medicare data
to determine whether a two-week or one month threshhold for

readmissions might identify more cases of premature discharge
and poor care? Please provide all data and documentation used
in any such evaluation, together with the name of the person(s)

assigned to this task. If HHS has not evaluated redefining the

threshhold for readmissions to be examined by the PROs, please

explain why It has not, and provide any supportive documentation
related to the decision to use a 7 day threshhold.

9. Of the approximately 3,700 patients Judged by the PROs to

have received poor or inappropriate care and subsequently
referred to HCFA Regional Offices, has HHS conducted any

analysis of these cases to determine what (if any) patterns are

discernable? Specifically, has HCFA analyzed this data to

determine:

(a) which DRGs are most often implicated in these cases;

(b) the proportion of beneficiaries affected by these practices

who are Medicaid eligible, compared to the proportion of

Medicaid eligibles in the Medicare population;
(c) the hospital characteristics (if any) that typify the in-

stitutions engaging in these practices (such as bedsize,

ownership status, chain affiliation, etc.);
If no such analysis has been undertaken, please assign an ap-

propriate staff person to work with the Committee on an

evaluation of potential patterns involving these abuses.

10. Have there been any attempts to calculate, or estimate, the

number of patient deaths that may be attributable to Inap-

propriate readmission and transfer cases? If not, please

explain why this has not been attempted. If so, at least in the

case of those PROs that have recorded such events, please

provide the totals from each of those PROs for each month from

July 1984 to the present (please provide supporting
documentation). Please provide documentation on what action, if

any, has been taken by the PRO and/or HCFA regional office

involved, or by HCFA HQ, regarding each of these cases.

11. Have there been any attempts to calculate, or estimate, the

number of serious and adverse patient outcomes that may be

attributable to inappropriate readmission and transfer cases?

If not, explain why this has not been attempted7 If so, at

least in the case of those PROs that have recorded such events,

please provide the totals from each of those PROs for each

monthy from July 1984 to the present (please provide supporting

documentation). Please provide documentation on what action, if

any, has been taken by the PRO and/or HCFA regional office

involved, or by HCFA Central Office regarding each of these

cases.
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12. According to HCFA's Office of Medical Review, HSQ3, a large
number of PROs are reporting very seldom, or not at all, adverse
patient outcomes resulting from Inappropriate readmissions and
transfers. Why is this so? Please identify those PROs that arc
seldom reporting such adverse patient outcomes, and provide
supporting documentation. Please identify those PROs that are
not reporting any such adverse patient outcomes, and provide
supporting documentation.

13. What has been the Impact of PRO reviews to date under
Quality Objective I, aimed at reducing unnecessary hospital
readmissions within 7 days resulting from substandard care or
premature discharge during prior admission(s)? Please provide
documentation of this impact, broken down by individual PRO.

14. Has HHS compared "Baseline" data on the incidence of poor
care and premature discharge in 1983, provided by each PRO in
its quarterly Progress Report for Quality Objective I, to cur-
rent data (being reported by the PROs under this Objective and
their monthly reported Regional Office referrals)? If so,
please provide all supporting documentation. If not, please
assign an appropriate HCFA staff person to assist the Committee
in an inquiry of this type.

15. In a letter dated November 27, 1984 to the Director of the
Human Resources Division of the U.S. General Accounting Office.
Mary Kenesson of HCFA's Bureau of Quality Control stated that
RBQC is presently involved in the first phase of/a study to
measure the impact of hospital PPS on home health agencies
(HHAs) and skilled nursing facilities (SNFs)."
Please provide copies of any and all documentation, including
draft and final memoranda and other records pertaining to mee-
tings, conferences, telephone coversations, and any preliminary
or final data and findings resulting from this study.
16. Ms. Kenesson's letter also refers to another study involving
some 9,000 Medicare beneficiaries' claims records, called
"Beneficiary Profiling System (BPS),. Please provide copies of
any and all documentation, including draft and final memoranda
and other records pertaining to meetings, conferences, telephone
conversations, and any preliminary or final data and findings
resulting from this study.

17. In your letter of June 19, 1985, you indicate "the
Department is actively engaged' In research on "the impact Of
PPS on the quality Of post-hospital care". For each each study
cited below, please provide copies of any and all documentation,
including draft and final memoranda and other records pertaining
to meetings, conferences, telephone conversations and any data
and preliminary findings resulting from the study.
(a) What is the status of the ASPE/Urban Institute research
project (please provide supporting documentation detailed
above)?;
(b) What is the status of each research proposal submitted to
date to HCFA's Office of Research and Demonstrations (ORD) in
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response to its current grant solicitation (please provide

supporting documentation for each such proposal)?

18. The June 19th letter also identifies certain other data and

actions involving HHS' response to the problem of poor care and

premature discharge. For each of the following questions,

please provide all supporting documentation.

(a) HCFA has assured you that they have 'not identified any

pattern of poor quality care under PPS to date". Has HCFA

informed you of the contents and importance of the OIG 
report of

October 1984?
(b) The June. 19th letter then states that "HCFA has received

some anecdotal information about isolated instances of poor

quality (e.g. premature discharge and inappropriate transfers

from acute settings to lower levels of care). In these cases,

HCFA investigates thoroughly through the PROs, and, where poor

quality is identified, the PROs take corrective action against

the facility or physician found to be at fault."

Please provide, for each of the anecdotes received by HCFA,

copies of the anecdotal information received, together with

copies of all memoranda, records of telephone conversations and

.meetings, investigative findings and corrective actions required

-by the PROs as3 aresult of these investigations.

(c) This letter also refers to actions taken by the Department

to ensure that beneficiaries are well informed regarding 
their

benefits under PPS. What specific actions has the Department

undertaken to notify beneficiaries of their rights to notice and

opportunities for reconsideration and appeal of a termination or

hospital, SNF and HHA Part A benefits (please provide supporting

documentation)?;
(d) How many reconsiderations, and how many appeals, have

Medicare beneficiaries filed under each of these Part A benefits

since January 1, 1982? Please provide supporting documentation

for each of these Part A benefits, broken down by individual

Fiscal Intermediaries in each State, by month or by quarter,

since the beginning of 1982.

19. The Committee's 1984 investigation of Medicaid discrimina-

tion by nursing homes revealed that Medicaid eligible 
Medicare

patients were more likely to be subjected to pressures for early

discharge -- and least likely to be accepted by nursing homes.

Has the Department notified the State survey and certification

agencies of the illegality of certain forms of Medicaid 
dis-

crimination that have reportedly been exacerbated by 
PPS, as

agreed by Under Secretary Charles Baker in October 1984?

20. In addition to the PROs, the Department funds another net-

work of "watchdogs' to monitor and report on quality and 
access

to health care: the long term care Ombudsman programs. What

actions has the Department taken to train and utilize these 600.

programs to improve the government's knowledge or and response

to problems in long term care settings resulting from PPS

(please provide all supporting documentation)?
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21. When a PRO denies payment to a hospital because of an inap-
propriate discharge or readmisaion, or denies payment for SNF
care because or too short or a prior hospital stay, what costs
does the beneficiary incur?
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JH COMMENTS AT QUALITY OF CARE PRESS CONFERENCE
THURSDAY, 25 JULY 1985 11:00 AM

Dirksen 628

Good morning. Two years ago, Congress responded to skyrocketing

health care costs and the imminent bankruptcy of Medicare with

changes in the reimbursement method for hospitals under Part A of

the program. Under the Prospective Payment System, hospitals are

reimbursed for care on a predetermined, specific rate for a

specific diagnosis rather than billing the government for a

"reasonable cost."

From its inception, I and others have been concerned that the so-

called PPS made older Americans on Medicare vulnerable to skimping

on quality care. Specifically, I have expressed concern that

hospitals would attempt to hedge the system through premature

discharges or inappropriate transfers of patients.

Written into the 1963 amendments creating the PPS are explicit

safeguard measures to ensure that reductions in cost of care do

not translate into compromises in quality of care. Congress

intended the peer review organizations --the PROs--to be the

program's watchdogs, reviewing the quality and reasonableness of

care and reporting any abuses to the Health Care Financing

Administration (HCFA).

Now I have been repeatedly reassured by the Administration--as
recently as last month--that the PRO's are functioning as Congress

intended. In a letter from HHS Secretary Heckler on June 19, she

said the PROs were taking the "proper corrective action" in the

"isolated instances" of poor quality care which HCFA had received

through "anecdotal information."

Secretary Heckler's information came from HCFA. Administrator

Carolyne Davis offered similar assurances to the Congress at an

April hearing of the Senate Finance Committee. Dr. Davis testified

that HCFA didn't see "any evidence of major problems with

premature discharge or inappropriate transfers." According to Dr.

Davis, fewer than 200 cases had been referred to the regional

offices.

Given the Administration's consistently strong assertions that

Medicare beneficiaries are safe and sound under the PPS, I frankly

am appalled at the paper trail of evidence to the contrary

uncovered this week by the Senate Special Committee on Aging

staff.

The good news is yes, some PROs are striving to review and

report as Congress intended. The bad news is that few if any

corrective actions have been taken in the face of revolving door

discharges and patient shuffling. The bitter news is that HCFA

has buried the truth on the magnitude of the problem.
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And it is a bitter pill indeed. Rather than the "isolated
instances" cited by the Administration, as of March of this year,
there were 3700 cases of discharges and transfers red-flagged by
tie PROs. And this was with only about 50 percent of the PROs
reporting The cases I have reviewed are blatant examples of
calculated gaming by hospitals and doctors, where the stakes are
the lives of thousands of sick, older Americans.

Take the case of Mr. A, a 64-year-old who was admitted to the
hospital with severe back pain, muscle spasms and impaired
movements resulting from a fall. After 5 days he was discharged,
with a physician's discharge statement which read, "the patient
should have been kept in the hospital longer for treatment,
however because of DRGs, he was dismissed."

Mr. Y, 70 years old, had a stroke, heart failure, diabetes, and
impending gangrene in his right leg. He had been placed in a
hospital-based rehabilitation center for 20 days and transferred
to an intensive care unit when his temperature reached 101 and his
leg was cold to the touch. They only kept him there one day, then
transferred him back to the rehab unit, in his bed, with a
temperature of 102, and an intravenous line to his heart. He died
the next morning.

You'll find additional cases in your information packets.

Now what is the problem here? The Inspector General of HHS sent a
letter to HCFA in October 1984, alerting the Administrator of
mounting evidence of abuse of the PPS through premature discharge
and inappropriate transfer of patients. At that point,. he
reported 1130 cases identified by the PROs. Yet we have no record
that the corrective and punitive powers authorized by Congress
have been exercised. To the contrary, the memoranda I have
reviewed this week suggest the PROs are paralyzed without
instructions from HCFA to clarify their corrective
responsibilities.

Again, in correspondence last October the Inspector General told
HCFA that existing HCFA instructions to the PROs did not require
"corrective action." He recommended that an immediate
clarification be made. Three months later, in January of this
year, HCFA wrote back, agreeing that instructions should be
revised as soon as possible.

A total of ten months have passed, yet no clarifying instructions
have been issued. I am at a complete loss to understand this
delay, especially since HCFA has been made aware of deaths
resulting from inappropriate transfers or discharges.

HCFA, in failing to clairfy the enforcement powers of the watchdog
PROs, lets them bark, but muzzles their bite.

It is time to set the record straight. The Congress and the
American public deserve the truth, not false reassurances. Each
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day that passes without the full use of corrective powers in the

hands of the PROs we risk lives and encourage suffering.

Today, in response to the large and growing number of patients
being wrongly and dangerously put at risk, I am sending a letter
to Secretary of HHS Heckler, asking her full cooperation in
correcting the problems I've outlined. We need immediate
instructions to the PRO's to crack down on those hospitals
prematurely discharging patients. We need the HCFA to give us
timely, accurate information on the problem. And I am asking that
the Secretary give us the full cooperation of her office in
assisting this Committee in an investigation I am ordering today
into the true status of the PRO's and the quality of care they are
supposed to monitor.

Equally important, I wanted the Secretary to understand that
Congress will not tolerate the kind of manipulative, misleading
distortions of reality that we have been fed on this issue. It is
past time we put the PROs on track once and for all, fully armed
with the authority Congress mandated, and thus able to guarantee
the quality of care we have pledged to preserve. Our failure to
do so will only undermine the Prospective Payment system and
jeopardize the health and welfare of this nation's 30 million
Medicare beneficiaries.
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Case Summary -- Patient 1
(TqA,,.,W6KG' P-r T-b tR47kA6 ''4e5fiT-E L

C>" sWri0N of- $9-)
This 70 year old man had had a stroke, heart failure, diabetes,
and impending gangrene in his right leg. He had been placed in
a hospital based rehabilitation unit for 20 days from 4/6 to
4/g6. On the 26th, he was transferred to the intensive care
unit because his leg was cold, he had a temperature of 101, and
he-was lethargic. On the 27th, he was transferred directly from
the intensive care unit -- in his bed, with a temperature of 102
and an intravenous line to his heart -- to the rehab unit. At
8:30 the next morning, he died.

Case Summary -- Patient 2

This 64 year old man had suffered a fall and, as a result,
needed treatment for severe back pain, muscle spasms, and ex-
tremely impaired ability to bend Forward or backward. He also
had a collapsed lung. Ho was admitted to the hospital on 5/9,
given physical therapy, and discharged on 5/14. The physician's
discharge statement reads, OIt is felt the patient should have
been kept in the hospital longer for treatment, however because
of DRG's, he was dismissed. The patient was explained this,
that he was being dismissed before he should because there was
nothing else that could be done.'

Case Summary -- Patient 3
(Cq eT-On0A,3Lti /I (fMAr. k D;S<cHA()

This 88 year old male was admitted to the hospital on 4/15 with
paralysis on his right side, severe pain in his right leg,
extreme weakness, shortness of breath, and inability to walk and
swallow. He required intravenous solutions throughout his
hospital stay. On 4/28, he was discharged, according to the
dootor's discharge statement, 'at the request at the hospital
since his Medicare would no longer cover payment for treatment.'
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Case Summar -- Patient 4

ThIs T1 year old man was discharged too early from the-,hospital
after having had surgery to remove a bladder tumor. He was
diicharged three days after surgery, without having a post-
operative bowel movement. He returned to the emergency room
that afternoon, with abdominal pain and constipation. He was
readmitted at 4:10 p.m. for observation and further treatment.

Medicare's claims reviewer noted, "...this definttely looks like
dischg'd too early... .hat can we do?"

Case Summary -- Patient 5

((QjAOeqOArsTC ~ < KAA))

This 70 year old man was admitted to the hospital on 4/5, suf-
fering from acute back pain due to lumbago. He was treated for
five days and released on 4/10 in the morning, according to the
physician's discharge statement "even though the low back pain
had not resolved completely."

Because the patient was unable to care for himself at home and
his wife was unable to provide nursing care, he was readmitted
to the hospital just a few hours after he was discharged.

Case Summary -- Patient 6

(:DJA@k>f'CtAT,_ -TX E#s To (-IIA6)

This 86 year old man was originally admitted to the hospital
with chronic heart conditions, unstable angina, renal failure,
and general debility. Despite his frail and chronic condition,
the physician had him transferred from the PPS hospital and
admitted to the rehabilition section of the same hospital. The
physician's discharge statement reads, "The patient was
evaluated and was found to be extremely unstable. Even so, a
gentle rehabilitation program was started but it was rapidly
noted that this was going to be an impossible situation and the
patient started showing more evidence or cardiac
decompensation."

The patient was transferred back to the hospital in early
February. The patient was transferred back to the Rehab
facility and then back again to the hospital, where he died in
early March.
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Case Summary -- Patient 7

This 25 year old male Medicare patient was admitted to the
hospital on 1/9 because of chest congestion and vomiting. On
1/18, he was discharged "in good condition" to the nursing home
where he resided, according to the physician's discharge
summary. Two and one-half hours later, he was readmitted to the
same hospital because the nursing home said it could not provide
the care ho needed. He was readmitted under the same DRG, with
the diagnosis being acute inflammation of the lung tissue.

Case Summary -- Patient 8
Vt k5LFA0 PI- AsouT- H-ER Aee6AL RL&HTr)

On the day of her admission to the hospital, this 84 year old
female patient was handed a "notice of termination of Medical
benefits". She was informed that she would be "held responsible
for the cost of further hospitalization during this episode of
illness", effective two days later. Instead of describing her
rights to appeal the dental, the hospital administrator advised
her that "any concern you have about this denial of
benefits.. .should be directed to: Secretary, Department of
Health, Education, and Welfare, Washington D.C., and your
Congressman."
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Summary of Chronology/HCFA Inaction/PPS/Quality of Care

3/4/83 - House Conference Report on SSA amendments of 1983 expresses
concern about premature discharge; would give Secretary additional
authority to deny payment/terminate providers.

3/242'83 - Conference Report on SSA amendments of 1983 - Senate
recedes to House provision.

7/83 - HHS/OIG alerts HHS Secretary of problem or premature
discharges

10/1/83 - HCFA issues denial of payment and corrective action
regulations.

5/18/84 - Proposed delegation of authority to implement statutory
mandate to require hospitals to take corrective action.

5/24/84 - OIG legal analysis of Delegation or Authority.

10/15/84 - HCFA policy paper to address how HCFA can remedy the
problems of hospitals "gaming" the PS system and endangering lives
through premature discharges, transfers. and inappropriate
readmissions.

10/23/84 - HHS/OlG inspection report on abuse to Medicare
beneficiaries occurring through premature discharges, inapproriate
transfers and readmissions.

10/26/84 - HCFA's proposal on PRO policies for premature discharge,
transfers and Inappropriate readmissions.

1/18/85 - Letter from HCFA Administrator in response to HHS/OIG
inspection report stating agreement that HCFA's instruction should
be revised as soon as possible to require PRO's to make denials or
require corrective actions.

Feb/March 1985 - Draft instructions on unnecessary readmissions end
transfers

3/6/85 - IG draft legal memo on sanctioning authority.

3/29/85 - HCFAs redesignation of rule on denial of payment and
corrective action as a result of admissions and quality review.

4/17/85 - HCFA issues regulations describing PRO review functions.

4/19/85 - Carolyn Davis states before Finance Committee that there
is insufficient evidence to indicate any patterns of abuse.

6/19/85 - Secretary Heckler states in letter to Senator John Heinz
that she has been assured that HCFA has not identified any pattern
of poor quality under FPS to date.
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CHRONOLOGY

HCFA's Inaction and Failure to Correct Problems:
Premature Discharges & Inappropriate Transfers

of Medicare Beneficiaries

Marc-h 4, 1983
House Conference Report No. 98-47 to accompany the Social

Security Amendments of 1983.

"Because prospective payments will be made on a per
admission/per discharge basis, your Committee is concerned that
there may be an incentive for hospitals to Increase their
admissions or reduce the quality or availability of care.
Accordingly, the Secretary would be provided with . . . additional
authority to deny payment or terminate providers .

March 24, 1983
Conference Report No. 98-47 on the Social Security Amendments

of 1983.

"Under the House bill, the Secretary would be authorized to
take corrective action. . . . The Secretary would be permitted to
disallow part or all of the medicare payment with respect to an
unnecessary or multiple admissions, or to require hospitals to take
other corrective action necessary where a provider was determined
to have engaged in such practices.'

"The conference agreement follows the provision in the House
bill with a modification which authorizes the Secretary to take
such corrective action based on the findings of the PRO."

July 1983
Department of Health and Human Services Office of Inspector

General begins to warn and alert HCFA of the problem of premature
discharges and unnecessary transfers of patients under the
Prospective Payment System of Medicare.

October 1. 1983
Department of Health and Human Services issues 42 CFR

405.472(e) - Denial of payment as a result of admissions and
quality review regulations.

May 18, 1984
Memorandum from Don Nicholson, Assistant Inspector General ror

Health Financing Integrity, to Harvey Yampolsky, Office of the
General Counsel. Subject: Request for Delegation of Program
Authority -- ACTION

"Attached for your review is a proposed program delegation of
authority which Is necessary to implement the program integrity
authority . . . . This authority permits the Secretary to make a
determination that a hospital has taken actions which are intended
to circumvent the prospective payment system and to require the
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hospital to take action to correct or prevent the inappropriate
practices.

3

Mal 24, 1984
Memorandum from Thomas E. Herrman, Attorney, Inspector General

Division, to Don Nicholson, Assistant Inspector General-for Health

Financing Integrity. Subject: Delegation or Authority under
Sect-ion 1886(r)(2) of the Social Security Act.

Review of and comments on proposal to request the Secretary to

delegate her authority to 'make determinations . . . that a
hospital has taken action 'to circumvent the (prospective) payment'
system resulting in unnecessary hospital admissions or other

inappropriate medical practices . . . and may deny payment for

inpatient hospital services, or require the hospital to take

corrective measures."

a. . .we presume that HCFA's concurrence to the proposed

delegation has been obtained."

October 15 19814
Policy Paper entitled "PRO Policies for Premature Discharges,

Transfers, and Inappropriate Readmissions"

Issue addressed: "How can HCFA remedy the problems of

hospitals 'gai g" the PPS system and endangering lives through
premature discharges, transfers and inappropriate readmissions?"

Nature of problem: 'We are becoming increasingly aware,

through reports submitted to regional offices by PROs and through

other anecdotal evidence, that some hospitals are circumventing the

prospective payment system through inappropriate transfers,
inappropriate diagnostic testing, and premature discharges, leading

to readmissions. Although collection of actual oases and data

analysis continues, we believe there is strong enough evidence at

this point that inappropriate transfers, premature discharges and

other inappropriate readmissions have occurred -- that patients
have been harmed, and/or 'gaming' of the system has occurred."

Suggested Interventions - "It is the PRO's responsibility to

take intervention commensurate with the nature of the provider's

inappropriate action. We intend to include the following

interventions in the scopes (sic) of work (and/or in administrative

issuances) of all PRO contracts."

Intervention includes: "denial of the readmission or

transfer' due to premature discharges or inappropriate transfers,

intensitied review of the physician's discharges and transfers,

initiation of 'sanction report and recommendation against a

practitioner or provider for premature discharges or inappropriate
transfers, loss of "Medicare certification status," and referral of

cases of fraud and abuse to the Regional Office of the Inspector
General.
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October 23, 1984
Memorandum from Richard P. Kusserow, Inspector General, to

Carolyne K. Davis, Ph.D., Administrator, Health Care Finance
Administration. Subject: "Inappropriate Readmission and Transfer
Practices under the Prospective Payment System --ACTION".

"The purpose of this Priority Inspection Report (PIR) is to
alert you to a serious problem encountered during our ongoing
review of the implementation or the Prospective Payment System
(PPS)."

RI expressed my concern, as early as July 1983, that the
Medicare program and its beneficiaries were vulnerable to abuse
through medically inappropriate discharges, transfers and
readmissions by hospitals under PPS. The Health Care Financing
Administration (HCFA) provided assurances during the preparation of
the PPS regulations that this problem would be handled by Medical
Review Entities (MRE's) through the review of 100 percent of all
readmissions and transfers and the denial of payment where
appropriate."

"We find that evidence is mounting to suggest abuse of the PPS
is occurring through . . . premature discharge . . of patients. As
of July 31, 1984, 1130 of these cases have been identified by MRE's
across the country. Additionally, our analysis of data . . .
indicates that the actual number Of cases maX be significantly
greater."

"The Health Care Financing Administration has the authority to
deny payment or require corrective action on a case by case basis
. . . Yet, it appears that HCFA may not be taking action when
encountering these problems."

R. . . the MREs, following present HSQB instructions, are not
required to take corrective action on a case by case basis. We
recommend that HCFA ensure corrective action is being taken by
clarifying its instructions for the MRE's.1

"Although the 1130 cases encountered to date might represent
as much as $3.2 million of inappropriate payments, our major
concern relates to potential patient abuses. The impact of this
type of abuse on quality is so significant that its potential
visibility could jeopardize the integrity of the medical review
2rocess and the payment system."

October 26, 1984
Memorandum from Allan Lazar, Director, Office of Medical

Review to Associate Regional Administrators, Health Standards and
Quality Regions I-X with attachment (see above) entitled "PRO
Policies for Premature Discharge, Transfers, and Inappropriate
Readmissions." The cover memorandum states that "the steps
outlined in the paper are reasonable and legally supportable," and
requests reactions and comments.
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January iB, 1985
Memorandum from Carolyne K. Davis, Ph.D, Administrator, HCFA

to The Inspector General, Office or the Secretary. Subject:

Office of the Inspector General (OIG) Priority Inspection Report --

Inappropriate Readmission and Transfer Practices under the

Prospective Payment System (PPS).

"We agree with the OIG report that HCFA's instructions should be

revised, as soon as po sible, to reQuire PRO's to make denials or

to require corrective actions, such as sanctions, in readmission

and transfer cases involving medically inappropriate practices." "

. . . we are developing program guidance which outlines specific

situations and specific interventions that must be taken where

inappropriate readmissions or transfers are identified.'

February/March 1985
Drart/Proposed instructions on Unnecessary Readmissions and

Transfers (IM 2080 - 2088)

March 6, 1985
Routing and Transmittal Slip from Tom Crane, Attorney,

Inspector General Division, to Bart McCann, M.D., Office of Health

Financing Integrity, with draft memorandum on Sanctioning Authority

for Inappropriate Transfers Under PPS attached, under review by

HCFA before final clearance.

March 1-. 1905
Memorandum from Don Nicholson, Assistant Inspector General for

Health Financing Integrity to Phil Nathanson, Director, Health

Standards and Quality Bureau, HCFA. Subject: Draft Peer Review

Organization (PRO) Instructions on Unnecessary Readmissions and

Transfers -- INFORMATION.

Review of and comments on instructions on Unnecessary

Readmissions and Transfers. Commenting on an issue not addressed

in the instructions, Mr. Nicholson states, " . . . there have been

over 2,000 cases referred by Medical Review Entities to HCFA

regional offices. . . . these cases should be reviewed by the PROs

and the appropriate action taken."

March 29, 1985
Department of Health and Human Services, Health Care Financing

Administration. 42 CFR Parts 405 and 412. Final rule on Medicare

Program; Prospective Payment System for Hospital Inpatient

Services; Redesignation of Rules. Section 412.48 Denial of

Payment as a result of admissions and quality review.

April 17. 1985
HCFA issues regulations describing the review functions to be

performed by PROs. 74 Federal Register 15312 - Medicare and

Medicaid Programs; Utilization and Quality Control Peer Review

Organization (PRO): Assumption of Medicare Review Functions and

Coordination with Medicaid. Final rule.
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April 19, _1985
Statement of Carolyn K. Davis, Ph.D., Administrator, Health

Care Financing Admistration before the Subcommittee on Health,
Committee on Finance, United States Senate.

"PROs are reviewing the medical records of readmissions within
7 days of discharge and transfer to assure not only proper
utilization, but also to determine that high quality care is not
being compromised. Also, FIs review all transfers to hospital
based skilled nursing facilities (SNF) and 30 percent of all
transfers to nonhospital based SNFs to assure good quality care and
proper utilization. Fewer than 200 cases have been referred to the
regional offices so far. This number is insufficient to Indicate
any patterns."

June 19. 1985
Letter from Margaret M. Heckler, Secretary or Health and Human

Services to Senator John Heinz.

"I have been assured that HCFA has not identified any pattern
of poor Quality care under PPS to date. However, HCFA has received
osoe anecdotal information about Isolated instances of poor quality
(e.g., premature discharge and Inappropriate transfers from acute
settings to lower levels of care). In these cases, HCFA
Investigates thoroughly through the PROs and, where poor quality is
Identified, the PROs take corrective action against the facility or
physician found to be at fault. Corrective actions could range
from intensive review to exclusion from the Medicare program."

***Senator Heinz has corresponded with HCFA on numerous occasions
between April 26, 1984 through June 19, 1985 on quality of care
Issues for Medicare beneficiaries.

*"cAll emphasis added.
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August 1, 1985

The Honorable Margaret M. Heckler
Secretary
Department of Health and Human Services
200 Independence Avenue, S.W.
Washington, D.C. 20201

Dear Madam Secretary:

I was delighted to learn from several of the peer review
organizations (PROs) that the PROs have received within the
last day or two from the Health Care Financing Administration
(HCFA) the urgently needed instructions on how to handle
inappropriate hospital discharges and transfers.

I am writing to commend and congratulate you and your
Department for expediting transmittal of these important
instructions in the interest of protecting and improving the
quality of care for Medicare beneficiaries. As much as I
regretted having to inform you on July 24, 1985 of HCFA's
unfortunate 10 month delay in providing adequate instruction to
the PROs, I am pleased that you were able to put these badly
needed guidelines into the hands of the PROs in little more
than a week.

I am sure that your speedy action will be greatly
appreciated,-not only by the PROs and their staffs, but also by
health care providers and practitioners, as well as the
thousands of Medicare hospital patients who hopefully can rest
assured that they will not be wrongfully discharged or
transferred from the hospital.

Madam Secretary, your quick action in the interest of
protecting Medicare patients from recurring illness and life-
threatening premature hospital discharge has, indeed,
strengthened my resolve all the more to work with you closely
in ensuring the integrity and success of the PROs and the
Prospective Payment System.

Again, many thanks for your prompt action in coming to
the aid of Medicare beneficiaries. May I also wish you a
speedy recovery from your surgery.

Wa m gards,

4 HEINZ
'Cha rman

,-Z'
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The Honorable John Heinz
Chairman, Special
Committee on Aging
United States Senate
Washington, D. C. 20510

Dear Mr. Chairman:

Several wecks ago, you held a press conference during which you alleged
that HCFA had been misleading and manipulative in its presentations to Congress
on the issue of ensuring high quality care for Medicare beneficiaries. I

categorically deny and strongly resent your misrepresentation of the facts.

My staff and I have consistently been candid and open in testimony before
the Senate Special Committee on Aging. With a spirit of cooperation born in
common cause, we have allowed Committee staff full and free access to the files
of the Health Standards and Quality Bureau. In their understandable zeal to
uncover abuses of the system, the Commirnittee has seized upon disparate statistics
and rrriscolrstrued them to infer a suppression of evidence by this Administration.
Nothing could be further from the truth.

We have maintained, and we continue to maintain, that while there have
been isolated instances of premature discharge and inappropriate transfer, there
has been no evidence of systemic abuse.

While attempting to show that HCFA has suppressed evidence on the
magnitude of premature discharge and inappropirate transfer, you have used
numbers that are both inaccurate and misleading.

In my April 19, 1985 testimony before the Senate Finance Committee I
referred to fewer than 200 cases that had been reported to our regional offices so
far. In fny testimony, this number clearly represented only those cases referred
to regional offices by fiscal intermediaries where there was a question as to the
appropriateness of the discharge of a patient froll a hospital to a skilled nursing
facility; that is, the patient may have required continued acute care. On the basis
of a review of a sample of these cases, HCFA regional offices are referring the
cases to the appropriate PRO for further action--including sanctions.

You said at your press conference that the Office of the Inspector General
cited 1,130 cases identified as of July 1984. HCFA physicians reviewed a sample
of these cases and concluded that most were not inappropriate discharges but
rather lacked appropriate documentation to explain the discharge or transfer.
HCFA, believing that there was a potential for quality problems in this area,
developed instructions for discharge and transfer.
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Page 2 - Mr. Chairman

You also said that: "Discharges and transfers red-flagged by the PROS are

inappropriate and arise to 3,700 by March of this year." The actual number was

2,720 cases, however, these cases include readmissions for a wide variety of

reasons including premature discharge; patient initiated discharge; and patients

admitted for test, discharged, and later readmitted tor surgery.

The instructions which we have issued direct the PROs to make appropriate

denials where they identify a premature discharge or inappropriate transfer.

These instructions were delayed, but not through Lack of interest or neglect. They

have been under consideration of intense, appropriate legal review within the

Department. That review has been concluded and the Instructions have been

issued.

We appreciate your expression of concern for the quality of care which our

Medicare beneficiaries receive. But we will take second place to no one in our

insistence that Medicare beneficiaries receive only necessary, appropriate high

quality care. This is the primary purpose of peer reveiw-to ensure quality care.

The requirement that PROs deny payment for all premature discharges and

inappropriate transfers is not negotiable. PROs must satisfy their contractual

obligations or we will not hesitate to decertify them as we already have done with

the PRO for the State of Pennsylvania.

I have enclosed, for your information, a list of PRO quality objectives and the

results which the PROs are committed to achieve. You have my assurance that

IiCFA will continue to see that these objectives are met

Sincerely yours,

Ca i

Carolyne vsPhD

Enclosure



PRO Quality Objectives

o Reduction in unnecessary hospital admissions resulting from poor care
during prior admission.

- Impact: 84,000 fewer admissions because of substandard care.

o Assurance that harmful underutilization of services does not occur and that
postoperative and other complications are reduced.

- Assuring provision of medical services that, when not performed,
have significant potential for causing serious complications.

- Impact: 32,000 fewer complications (includes reductions in
postoperative complications).

o Reductions in risk of mortality associated with selected procedures and/or
conditions requiring hospitalization.

- Impact: 6,000 fewer mortalities.

o Reduction in unnecessary surgery or other invasive procedures.

- Impact: 38.000 fewer unnecessary invasive procedures.



57

TSEC $CRET ARY Of ELT. AND U. lAN SERV CES
i! ~~~~~~~~~*AS .fl NCFON. D C Its:1

sI 585

The Honorable John Heinz
Chairman, Special
Committee on Aging
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

Thank you for your long letter of July 24 which raised important public policy,

philosophical and pragmatic questions about the way we are meeting our legal and
humane responsibilities under the Medicare Hospital Prospective Payment System
(P PS).

I appreciate your candor; I will do my best to match it.

Bccause of my personal and protracted involvement both in the draitmanship and in

the implementation of the prospective payment system, I have an almost parental

commitment to the quality of the services it provides to millions of Americans who

are impacted by its day to day operations.

That is why we have placed such emphasis on the peer review organizations (PROs)

- that is why I have watched their operation with such a careful eye. I was -- I am

- totally committed to such a "watchdog" concept and I am equally determined

that the PROS have both 20/20 vision and "bite."

The Department starts from the premise that those we serve must receive quality

care in a safe environment. We maintain a comprehensive, consolidated program

to achieve those objectives. Only the providers and suppliers who meet our

requirements and standards are eligible for reimbursement for care furnished to

beneficiaries. Our certification process assures that only those hospitals and other

health care providers who have the ability to provide safe quality care are eligible

for Medicare participation. By closely monitoring the activities of the state survey

agencies and with the help of respected accrediting bodies such as the Joint

Commission on Accreditation of Hospitals. we are alerted to any significant

deficiencies and we are then able to take immediate corrective actions.

The PROs are an integral pars of this monitoring function. Each PRO is committed

to achieving specific stated objectives in major.areas of patient care quality. A

listing of PRO quality objectives and the resuffs which the PROs are committed to

achieve is enclosed.

Where poor quality is identified, PROs take corrective and if necessary disciplinary

action against the facility or physician found to be at fault. Our remedial arsenal

is - in those instances - well stocked with appropriate "weapons" - exclusion

from the Medicare program being the most severe.
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Page 2 - Honorable John Heinz

Let me cite soine specific exarnpies of how the PROs hdve functioned:

One PRO, working with the state it serves, uncovered quality of care problems in a
hospital. That hospital was closed. Another PRO has begun the sanction process
on two physicians, one of whom endangered patients hy late surgery; the other
performed inadequate/inappropriate treatment. A third PRO has begun sanction
activity on a physician who endangered patients by delayed surgery; a parallel
probe intensified review on a physician who was performing procedures outside the
orbit of his specialty. Stilf another PRO has intensified review for quality
problems associated with pacemaker insertion by a cardiologist. As a result of that
review, corrective action was taken; the doctor's performance has markedly
imnproved.

Those are examples of both vigilance and decisiveness.

And we have taken d further, significant oversight step. HCFA has contracted
with a medical auditor, known as the "Super PRO, to review a sample of cases
from every PRO and to vigorously assess iperformance.i This will further broaden
the scope of our PRO evaluation.

That kind of aggressive oversight policy has already resulted -- in your own state -
in the termination of the Pennsylvania PRO. HCFA has established a new PRO
which is affiliated with the Pennsylvania Medical Society which will, we are
confident, meet the highest performance standards. HCFA has also withheld funds
Irom PROs in Massachusetts and New Mexico in order to enforce compliance with
contract requirements.

As HCFA has assembled and analyzed the incoming mass of PRO data, we have
formulated and now issued strengthened guidelines on denial of payment in cases
where poor quality of care has been identified. Because we wanted those
guidelines to be strong, clear, and unassailable from legal attack -- we subjected
them to intense legal and public policy discussion and analysis within the
Department. That process took time but we are convinced that the result is and
will be fair and sound. Our work was not delayed by HCFA until January 1985, as
suggested in your July 24th letter. The genesis of our program was, in fact, begun
by a discussion paper which was circulated by HCFA in early December, 1984.
Subsequently, the instructions went through careful analysis, review and several
drafts, each circulated within the Department for comment. The final product was
substantially improved through this process.

Your letter suggests indecision, inadequate preparation, and a lack of "grasp" by
Dr. Carolyne Davis. In the more than two years that I was privileged to serve with
her, I came to a conclusion about the quality Of Carolyne Davis' work that is 180
degrees opposite from such a thesis. Carolyne Davis' integrity is quintessential;
her commitment to the Americans HCFA serves has been nonpareil. She has been
straightforward, candid and communicative with you and your colleagues in the
Congress about Administration policies and practices. We have made our files
available to the staff of the Senate Committee on Aging in the spirit of comity and
cooperation.
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Page 3 - Honorable John Heinz

Given that quantitative and qualitative cooperation, it is distressing indeed to find
that your letter of July 20th cites 'numbers (in regard to premature discharges
and inappropriate transfer) which are both incorrect and misleading.

In Dr. Davis' April 19, 1935, testimony before the Senate Finance Committee, she
referred to fewer than 200 cases that had been reported to our regional offices as
of that date. In that testimony, those cases clearly represented only those matters
referred to regional offices by fiscal intermediaries where there was question as to
the appropriateness of the discharge of a patient from a hospital to a skilled
nursing facility: that is, the patient may have required continued acute care. On
the basis of a review of a sample of these cases, HCFA regional offices are
referring the cases to the appropriate PRO for further action - including
sanctions. That procedure is consistent with the basic thrust of our ongoing efforts
to protect patients from both medical error and cavalier treatment.

In your letter you contrasted the 200 cases mentioned by Dr. Davis with 1,130
cases that the Office of the Inspector General had identified as of July 1934. The
two sets of numbers are not inconsistent because, as noted above, the 200 cases
included only discharges to a skilled nursing facility. Moreover, HCFA physicians
reviewed a sample of those cases and concluded that many were not inappropriate
discharges but rather lacked appropriate documentation to explainthe discharge or
transfer. We did, however, believe that there was a potential for quality problems
in this area and therefore developed the instructions for discharge and transfer.

There is another bedrock error in your letter of last month. It cites discharges and
transfers red-flagged by the PROs as inappropriate as 3,700 by March 1935. The
actual number was 2,720 cases. However, those Include readmissions for a wide
variety of reasons including premature discharge; patient initiated discharges; and
patients admitted for testing, discharged, and later readmitted for surgery.

Your request for additional information and access to Department and PRO files is
under review. I will respond to that request in the near future. I understand that,
in addition, you have recently requested information from all ten of HCFA's
Assistant Regional Administrators for Health Standards and Quality; the response
to this request will be coordinated by HCFA's Central Office.

You and your colleagues on the special Committee are eloquent advocates for the
millions of Americans we also serve. This Department has structured and is
implementing an impressive system to improve the quality of care which Medicare
beneficiaries receive. We welcome your counsel, your comments, and even your
criticism as we go about that important task.

I will continue to insist that the PROs be strong, fearless, and intrepid as they
serve young and old Americans alike. I welcome your partnership in that task.

Sincerely,

Mazaret M. Heckler

Enclosure
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PRO Quality bijectives

o Reduction in unnecessary hospital admissions resulting from poor care
during prior admission.

- Impact: 84,000 fewer admissions because of substandard care.

o Assurance that harmful underutilization of services does not occur and that
postoperative and other complications are reduced.

- Assuring provision of medical services that, when not performed,
have significant potential for causing serious complications.

- Impact: 32,000 fewer complications (includes reductions inpostoperative complications).

o Reductions in risk of mortality associated with selected procedures and/or
conditions requiring hospitalization.

- Impact: 6,000 fewer mortalities.

o Reduction in unnecessary surgery or other invasive procedures.

- Impact: 38,000 fewer unnecessary invasive procedures.
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The Honorable John Heinz
United States Senate
Washington, D.C. 20510

Dear Senator Heinz:

In my letter of September 5 to you, I indicated the
Department would provide further information relative to your
concerns. I am pleased to forward to you now responses to
questions you have raised. These are provided in the
enclosure. I also assure you that the Department is continuing
its commitment to the provision of high quality care to
Medicare beneficiaries.

We will be happy to cooperate with your office and to
honor any reasonable requests, as we have in the past. Members
of my staff have previously communicated to your staff our
policies regarding arrangements for meetings and the release of
documents. To avoid undue disruptions. ppointments must he
made in advance, with at least 24 hours notice, and the length
of time required, the subject matter to be discussed and any
documents you require must be specifically identified.

You and your staff are welcome. to meet with the PROs. Our
relationship with the PROs is a contractual one. The contracts
only require disclosure to the Department and to the General
Accounting Office. Beyond this the contracts neither restrain
nor require access to staff or documents, except for the
restrictions imposed as part of our rule "Acquisition,
Protection and Disclosure of Peer Review Information",
published in the Federal Register on April 17, 1985.

Again, I appreciate your concern, which I share, for the
quality of care provided to Medicare beneficiaries. I thinX
you will find that the Department has taken appropriate action
to assure that Medicare beneficiaries receive quality care in a
safe environment.

Sincerely yours,

Mar rt M. Heckler

Enclosure

59-303 0 - 86 - 3
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RESPONSES TO QUESTIONS RAISED IN JULY 24, 1985 LETTER

General

In the following, we believe we have been fully responsive to
the substance of the questions. We will be happy to discuss
individually any specific requests for further information.
Data reported to us indicates no system-wide quality problems.
PROs reviewed, through August 1985, approximately 2.5 million
cases. Of that number only .148 percent were referred to HCFA
Regional Offices as suspected premature discharges or
inappropriate transfers. Even though we find no system-wide
quality problem, we will see that strong action is taken where
the PROs do identify quality problems either in an individual
case or where a pattern exists.

Questions 1, 2, 3. 6 and 7

These questions deal with the Health Care Financing
Administration's (HCFA's) instructions to the PROs on making
denials, or requiring corrective actions, such as sanctions, in
readmission and transfer cases involving medically
inappropriate practices. Enclosed at Tab A is a copy of those
instructions, which were issued to the PROs on July 25. Prior
to issuing these instructions, 11CFA consulted with the Office
of the General Counsel (OGC). The Office of the Inspector
General was also consulted and reviewed drafts of the
instruction. Several difficult issues (e.g., the proper extent
of PROs' authority to deny payment under Section 1866) required
lengthy review which delayed the issuance of the instructions
beyond the anticipated release date. Implementation will be
more efficient and effective because of the careful analysis
and resolution of these issues, and we are confident that our
policies as implemented will survive potential programmatic and
legal challenges.

Question 4

This concerned regulations changing the method by which
transfer cases between PPS hospitals are paid. In the 1984 PPS
update, published on January 3, 1984 (49 FR 234) HCFA announced
that it was continuing to study the transfer situation. That
statement was repeated in the August 31, 1984 final rule, (49
FR 34728), announcing the 1985 update, and in the September 3,
1985 final rule (50 FR 35646), announcing the 1986 update.
Although it is the Department's intent to change the policy as
Dr. Davis indicated, we cannot, at this point, give a firm date
by which final regulations changing the transfer policy will be
published.
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Question 5

You asked why it took HCFA more than 12 weeks to respond to the

OIG's October 1984 report on 'Inappropriate Readmission and

Transfer Practices under PPS. HCFA took this report very
seriously and believed it deserved substantive response. To do

so HCFA had to carry out various data gathering and analysis
activities to determine the reasons for the readmissions and

transfers (i.e., were they because of premature discharge or

for other reasons as well). These activities had to be
completed before an appropriate response could be made.

Question 8

You asked about Departmental evaluation of Medicare data to

determine whether a two-week or one month threshhold for
readmissions might identify more cases of premature discharge

and poor care. Preliminary data show no "bulge" in

readmissions occurring after the 7th day (see Tab 13). However,
in order to ensure that any problems are detected, we are

seriously considering having PROs review readmissions within 15
days of discharge.

Question 9

You request the results of any HHS analyses to ascertain

patterns of poor quality care, citing a figure of 3,700 cases

of poor care. The 3,700 number used by the OIG was derived

from all PRO referrals to the IICFA Regional Offices which

appeared to be possible premature discharges or inappropriate
transfers. A review of actual experience showed that during
the time period to which the O1G estimates applied there were a

total of 2,720 cases in which readmission occurred within 7

days of discharge or transfer to a lower level of care was

found by the PRO to be questionable. This number includes
readmission following earlier patient-initiated discharges

(leaving against medical advice) and instances in which
patients were admitted for tests, discharged, and subsequently
readmitted for surgery or other inpatient services. Thus it

reflects a larger universe than cases of questionable earlier

discharge alone. Rather than conduct analyses to look for the

kinds of patterns your questions suggest, we revised our

guidelines for PROs to clarify their authority to deal with any

instance of questionable quality of care. We believe this is a

preferable approach, since most hospitals have not had such

Medicare cases and those hospitals with reported cases have had

few such cases.

Questions 10 and 11

Your questions requested information on attempts to calculate

the number of deaths or serious and adverse patient outcomes
that may be attributable to inappropriate readmission and
transfer cases.
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PROs review all readmissions within 7 days and all transfers.
We do not make estimates of deaths or serious adverse outcomes
related to inappropriate readmission or transfer; rather, the
PROs investigate each case to determine if appropriate quality
of care has been provided. We believe a broad focus
encompassing all quality problems is more appropriate than the
narrow focus you suggest.

Question 12

You requested the names of those PROs that seldom or never
report adverse patient outcomes. We have enclosed at Tab C a
copy of each PRO's referrals to the Regional Offices through
May. Also enclosed at Tab C are the cases for each category
where Regional Office referrals are requested. From these
data, you can determine those areas which had been identifying
few or no problems as of May. We should emphasize that none of
these data in themselves identify adverse outcomes, but rather
cases that require more intensified review. Regional Offices
are now following through with PROs to assess the findings of
such review as well as follow-up action; review by the Super
PRO contractor should also help to bring to light any PROs that
are not aggressive enough in acting on quality problems. We
expect firm, decisive actions by PRos when they find instances
of poor care. PROs that do not adequately carry out this
responsibility will be non-renewed, or terminated. HCFA
offices do not maintain onsite the primary documentation, i.e.,
medical records, review worksheet, quality review studies, etc.
These documents are either kept at the PRO, its subcontractor,
or at the provider.

Question 13

You requested the impact of PRO reviews to date under Quality
Objective 1, broken down by individual PROs. We have already
provided your staff with all PRO quality objective progress
reports and also all current Regional Office monitoring reports
(PROMPTs) of PRO performance.

Question 14

You asked whether the Department has compared baseline data on
the incidence of poor care and premature discharge in 1983 (as
reported by PROs) to current data. The earliest PRO contracts
were awarded late in fiscal year 1984, therefore, there is no
such PRO baseline data.
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Questions 15 and 16

Your questions refer to two studies; however, the "Beneficiary

Profiling System" which is described as a study in your

question 16, is in fact a tool being used in the study you

inquire about in question 15. This study is still in progress

and final data or findings have not yet been developed.

Question 17

You request information on the ASPE/Urban Institute research

project, as well as the status of each research proposal
submitted to date to HCFA's Office of Research and

Demonstrations (ORD) in response to its current grant

solicitation. The final report of the ASPE/Urban Institute

project on the feasibility and probable cost of studies to

determine the impact of PPS on the quality of post-hospital

care has not yet been submitted by the Contractor. However, we

expect to issue the final report in the next few months. The

Urban Institute has just been awarded an additional contract to

determine how best to identify the relevant subpopulation,
track its utilization of services, and evaluate the

appropriateness of hospital discharges. This second study

should be completed in one year.

Question 17(b)

With regard to HCFA's grant solicitation, the FY 1985 grant

cooperative agreement solicitation published in the Federal

Register on January 30, 1985 resulted in 163 applications. We

are providing at Tab D documentation covering the 12

applications that deal with the impact of PPS on post-hospital

care or the quality of post-hospital care.

Question 18(a)

You asked whether HCFA informed the Secretary of the contents

of the 0IG report. HCFA did not give the Secretary a copy of

the OIG report.

Question 18(b)

We do not track cases referred on an individual basis

(ancedotes) separately from those identified for PRO review

activity through other means. PRO review of cases, whether as

a result of individual referrals or other identification, is

monitored by HCFA's regional offices. These offices quarterly

sample every category of cases reviewed by PROs (using

qualified medical personnel) to assure that findings are being

properly made and necessary corrective action carried out.
HCFA Central Office staff monitors this Regional Office

activity.
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Question 18(c)

You inquired as to what specific actions the Department has
undertaken to notify beneficiaries of their benefits under PPS.

PPS did not change the benefit structure offered under the
Medicare program. A pamphlet Prospective Payment For Hospitals
Under Medicare was sent to all SSA offices for distribution to
beneficiaries. HCFA also publishes an information newsletter,
Medicare/Medicaid Notes, which is sent to the editors of
magazines of 50 aenior groups with very wide distribution. The
September 1983 and May 1985 issues were devoted to PPS so that
the editors could reprint the information on PPS in their
organizational newsletters for dissemination to their members.

HCFA has published the pamphlet Your Right to Appeal Decisions
on Hospital Insurance Claims in English and Spanish for
dissemination through SSA offices and fiscal intermediaries.
Also, the publication Your Medicare Handbook (also in English
and Spanish) contains explanations of appeal rights in addition
to the benefits offered under Medicare. This publication is
sent to every new person enrolled under Medicare and is also
disseminated through SSA and carrier offices, as well as HCFA
regional offices. (All referenced documents are at Tab E.)

Question 18(d)

You requested the number of reconsiderations and appeals filed
by Medicare beneficiaries under hospital, SN?, and home health
agency Part A benefits. Enclosed at Tab P are charts
reflecting statistical information from a computerized
management information system that tracks data on completed
Part A reconsiderations and hearings. Since the system did not
become operational until the early part of 1983, we can only
provide accurate data beginning with the first quarter PY 1984.
There are ten regional charts listing the servicing
intermediaries' individual quarterly output of reconsiderations
and hearings through the third quarter PY 1985. The system
does not accumulate data on intermediaries within each State
because the program monitoring of appeals data is conducted on
a regional level.

Question 19

You requested information on departmental notification to State
survey and certification agencies of the illegality of certain
forms of Medicaid discrimination.
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Former Under secretary l3aker formed a Dcpartmental Workgroup to
study these issues. The workgroup has just recently finished
its work, and has provided me a report with recommendations. I
will give the report and recommendations my full and immediate
consideration. You can expect to see the results of this
effort in the very near future.

Question 20

You requested information on the long-term care ombudsman
programs.

States aie required under Section 307(a)(12) of the Older
Americans Act to establish and operate Long-Term Care Ombudsman
Programs. The State may operate the program directly, or by
contract or other arrangement with any public or non-profit
organization other than one responsible for licensing long-term
care services in the State. In forty-one States, the State
Agency on Aging administers the program. In thirteen States
and the District Of Columbia, the program is operated by an
agency other than the State Agency on Aging.

The functions of an ombudsman program include the investigation
or resolution of complaints made by residents of long-term care
facilities, establishing procedures for ombudsman access to
facilities and patients' records, establishing a Statewide
reporting system to collect and analyze data relating to
complaints, and establishing procedures to assure client
confidentiality.

The ombudsman programs are required to monitor the development
and implementation of Federal, State and local laws,
regulations and policies with respect to long-term care in the
State. They also provide information to public agencies
regarding the problems of older people in long-term care
facilities. In addition to their work on investigating
individual complaints, state ombudsman programs engage in a
wide variety of activities related to program development.
These activities fall into the following categories.

o On-going development and support of sub-state ombudsman
programs through developing contracts and agreements with
sponsoring organizations; providing basic ombudsman
informational materials; training and certifying staff and
volunteers; and maintain a statewide network by
newsletters and meetings of local program directors;

o Publicizing the program and long-term care issues through
the production and dissemination of consumer information
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publications, such as residents' rights booklets, guides
to nursing homes, brochures and posters on the program,
and ombudsman appearances on the media;

o Serving on boards, committees and task forces dealing with
long-term care issues;

o Promoting the development of residents' councils and
community councils for long-term care facilities and
providing training and technical assistance for council
members.

While the Older Americans Act provides a legislative basis for
all State ombudsman activities, a growing number of States have
strengthened their programs through enactment of State statutes
which provide specific State authorities for the programs.
Twenty-six States have enacted ombudsman legislation.

Nationwide, over 1,000 paid staff and more than 5,000
volunteers work in the Long-Term Care Ombudsman program to
investigate complaints, monitor regulations, provide
information on ombudsman-related issues and provide for staff
and volunteer training. The 1984 amendments to the Older
Americans Act added a requirement that each State provide an
individual on a full-time basis to carry on these
responsibilities. Prior to 1984, there was no requirement for
a full-time staff position.

The Older Americans Act requires each State to use an amount
for Ombudsman purposes equal to the greater of $420,000 or 1
percent of its Title III allotment for supportive services.
The requirement for using Title III funds does not apply in a
fiscal year in which a State spends the required amounts from
State or local sources. It should be highlighted that there is
no limitation on the amount of Older Americans Act funds that
may be expended on Ombudsman activities over the minimum
amounts required. States are free to allocate funds in amounts
which best support State and local priorities and for ombudsman
programs.

In FY 1983 a total of $12.1 million Federal and non-Federal
dollars were expended on ombudsman activities in State and sub-
state programs: $8.9 million were Federal funds, and $3.2
million were non-Federal. From FY 1979 to PY 1984, grants were
made available to State Units on Aging to assist them in
establishing their long-term care ombudsman and legal services
programs. The amount expended annually was approximately $2.8
million. These grants were made under Title IV of the Older
Americans Act. States used funds under these grants to develop
objectives, broaden local programs, secure State ombudsman
legislation, and coordinate ombudsman and protective services.
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Some of the activities conducted under these grants were:
assisting State ombudsmen in Investigating nursing home

complaints; providing training and technical assistance in

implementing substate programs; and coordinating the ombudsman
program with other State agency activities.

To assist the States in further development and refinement of
their programs, the Administration on Aging has provided
technical assistance to State and substate ombudsman programs
through issuance of a comprehensive manual. The manual is
based on 'best practice" of State and local programs, as
identified by staff members of the former Bi-regional Resource
and Support Centers, the National Citizens Coalition for
Nursing Home Reform, the National Senior Citizens Law Center,
and AoA staff. The twenty-one chapters include training of
ombudsmen staff and volunteers, complaint documentation,
consent forms, the role of volunteers, sample job descriptions,
and fundraising.

In November of 1984, a national ombudsman conference conducted
by the Administration on Aging was held in Philadelphia. There
was 151 attendees including directors of State Aging Agencies,
State Ombudsman, Regional and Washington AoA staff, and other

agency representatives working in conjuction with ombudsman
programs5 Eight AoA Regional Offices and about twelve States
have held follow up conferences.

Ouestion 21

You asked what costs a beneficary incurs when a PRO denies
payment to a hospital because of an inappropriate discharge or

readmission, or when a SNF is denied payment because of too
short a prior hospital stay.

If the PRO denies payment to a hospital for a readmission
because the readmission resulted from a premature discharge

from that hospital, the beneficiary would only be responsible
for coinsurance payments for days after the 60th day in the
spell of illness. No additional deductible would be required.

In accordance with section 1861(i) of the Social Security Act,

"post-hospital extended care services' can be covered by
Medicare only when a beneficiary was an inpatient for not less

than 3 consecutive days before his discharge from the hospital.

Therefore, irrespective of PPS and the PRO program, a
beneficiary is liable for all costs incurred during a SNP stay

that was not preceded by a qualifying (minimum 3-day) hospital
stay.
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October 7, 1985

The Honorable Margaret M. Heckler
Secretary
U.S. Department or Health
and Human Services

Washington, D.C. 20201

Dear Secretary Heckler:

I have followed with much distress your recent
conversations with the White House and the subsequent
announcement that you will be leaving the Department for
Ireland. We have had our differences over the years. But in
an Administration filled with budgeteers and number crunchers,
yours has been a voice of balance, reminding us always of our
primary reponsibility as public servants to the people, not the
purse. You consistently have recognized that cost-cutting and
social-consiousness often are in conflict.

The most recent stage for such conflict is the Medicare
Prospective Payment System. Madame Secretary, you and I have
agreed that inherent in PPS is the risk that the high quality
health care paid for by 30 million Medicare beneficiaries might
be sacrificed to cost containment. We have agreed that every
appropriate action must be taken to prevent this from
happening.

What we have not agreed upon, as evident in your letter
to me of October 2, 1985, is that there are some serious flaws
and deficiencies in the system and that tie peer review
organizations (PROs) are ill-equipped to provide any meaningful
measure of quality assurance. Yet Madame Secretary, if you
review the only real evidence at hand--the findings of an
investigation by the Special Committee on Aging, and testimony
before the Committee--no other conclusion is possible.
Although your most recent letter makes no reference whatsoever
to the tragic and alarming testimony before this Committee, I
trust your staff who were in attendence will have thoroughly
briefed you by now.

I believe the urgent need for action by DHHS is
underscored by testimony from Medicare's own "watchdogs," the
PROs themselves. The American Medical Peer Review Association
(AMPRA), representing all 54 PROs, testified that the "present
quality assurance system is limited, restrictive and lacks the
innovation needed at a time when the incentives of PPS raise
the potential for compromised care." The very organizations
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on which the Administration depends for monitoring quality of

care said the Health Care Financing Administration's 
figures on

premature discharges are unreliable and that older Americans

are without the protection they so deserve.

Given the strength of this testimony, I must say that I

am extremely puzzled by the comments 
of HCFA Acting

Administrator C. McClain Haddow, in his October 2 appearance

with me on the MacNeil-Lehrer Report.

Mr. Haddow rested his defense of 
the DRGs on the fact

that "only a limited number--4,200" 
cases of questionable care

have been reported by the PROs. What Mr. Haddow omitted from

his statement is the fact that PRO reporting to date has been

spotty and inconsistent. When questioned, he admitted that

current reporting is limited to readmissions within seven days

to the same hospital only. PROs do not review deaths from

probable premature discharge. They do not review readmissions

due to substandard care after eight 
days, or readmissions to a

different hospital within any tire 
frame. They do not track.

patients who are discharged to substandard nursing homes or to

their homes without adequate support. And they have no record

of the growing number of patients 
actually denied admission

because of the inflexible diagnostic 
groups of the DRGs.

Madame Secretary, Mr. Haddow and the Health Care

Financing Administration appear to suffer either from short-

sighted focus which blurs some dangerous gaps and flaws in the

PROs' quality assurance program, or a close-minded assumption

that "see no evil, hear no evil, speak no evil" will be a

palatable alternative to reform for the American people.

Testimony from health care providers, physicians and

survivers of beneficiaries provided clear evidence that the

deficiencies in the quality of care review have resulted 
in

serious, and sometimes tragic, consequences.

Please find enclosed a copy of the Committee staff

report, "Impact of Medicare's Prospective Payment System on the

Quality of Care Received by Medicare Beneficiaries.' I am

confident that a personal review of this study will convince

you of my point: Cost containment under the DRGS seems

successful. We've softened the burden 
of health care on the

pocketbooks of taxpayers, while lifting the threat of

bankruptcy from the Medicare Trust Fund. But there are major

problems with the system and it's past time we quit haggling

over numbers and get down to the real business at hand --

reform.
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As the Committee intends to pursue these problems to the
fullest extent, it is essential for us to obtain any and all
Information concerning the impact of the PPS on quality of
care. Therefore, I am requesting that you provide to the
Committee staff by close of business on October 10, 1985, the
report(s), draft and/or final versions, mandated by Public Law
98-21, Sections 603(a)(2)(A) and 605(b), concerning impacts of
PPS and due on December 31, 1984 and 1985.

I would very much like clarification or another matter in
your letter. The PROs are under the impression that the rule
cited in your October 2, 1985 letter, "Acquisition, Protection
and Disclosure of Peer Review Information" (42 C.F.R. Parts 400
and 476), applies to the U.S. Congress and, therefore,
incorrectly believe that certain of their Medicare records
cannot be shared with this Committee.

Contributing to the reluctance of the PROs to cooperate
with this Committee and its ongoing oversight investigation is
an August 28, 1985 memorandum prepared by Robert P. Jaye,
Deputy Assistant General Counsel, DHHS, for Philip Nathanson,
Director, Health Standards Quality Bureau, HCFA, which
concludes that "disclosure of PRO information to a
congressional committee is not authorized, and is, indeed,
prohibited." (A copy Is enclosed for your review.)

Notwithstanding Mr. Jaye's memorandum, it is my position
that Congress' powers under Article I or the U.S. Constitution,
as well as the language of Section 1160 of the Social Security
Act, permit unrestricted access to any and all Medicare records
maintained by the PROs. A general confidentiality provision in
a statute cannot be applied to deny Congress information in
light of Congress' well-established , Constitutionally-based
power of oversight and investigation.

Moreover, Section 1160 of the Social Security Act
provides a clear exception to the general rule prohibiting
access to information held by the PROs. That section states
that disclosure of PRO information is allowed to the extent
necessary to carry out the purposes of the statute. The
statute was enacted to ensure that efficient, effective and
economical health care is provided to Medicare beneficiaries.
As the purpose of the Committee's investigation is to guarantee
proper medical care for Medicare patients, it is clear that PRO
information cannot be withheld from the Committee.

I cannot emphasize too strongly that access to PRO
records and data is essential to enable the Committee to
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effectively perform Its oversight responsibilities. Therefore,

I would very much appreciate your informing the PROs, as well

as HCFA that the 'Acquisition, Protection and Disclosure of

Peer Review Information" regulations, which were published in

the Federal Register on April 17, 1985, do not in any way

restrict the PROs or HCFA from providing this Committee and its

staff access to any and all Medicare records and documentation.

Madame Secretary, there is no more pressing problem in

health care today than the threat to quality posed by the DRGs

as they currently operate. AS you prepare to leave the

Department, I hope you will make reform or the system a top

priority. I know or no greater legacy for you to leave behind

than a program that effectively cuts costs as needed while

protecting the patient as promised.

S3 rely,

h irman

Enclosures
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The Honorable John Heinz
Chairman
Special Committee on Aging
Senate Office Building
Washington, D.C. 20510

Dear Senator Heinz:

I am responding to your October 7 letter to the Secretary for
certain documents to be delivered by October 10.

The short period from receipt of your letter is not sufficient
to properly locate and identify all of the materials requested,
especially those pertaining to certain reports required by Sections
603(a)(2)(A) and 605(b) of Public Law 98-21. ThUs it will not prove
possible to accommodate your request for the documents by October 10.

Sincerely yours,

/A o

/ Lawrence DeNardis
Acting Assistant Secre Try

for Legislation
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October 17, 1985

The Honorable Margaret Heckler
Secretary of Health and Human Services
200 Independence Ave. S.W.
Washington, D.C. 20201

Dear Madam Secretary!

As Chairman of the Special Committee on Aging, I am
requesting that you appear before the Committee on November
12, 1985 to provide testimony regarding the effects of the
Prospective Payment System (?PS) on the quality of care
delivered In-hospital as well as post-hospital to Medicare
patients.

The Durpose of this hearing, the third in the
Committee's series of hearings on this issue, is to obtain
an overview on how the quality of care under PPS may be
improved in light of the evidence and testimony presented
in the Committee's first two hearings.

The Committee is most interested in learning from you
how Congress can assist the Department of Health and Human
Services in assuring quality of care. I cannot emphasize
too strongly the importance of your testimony to completing
the record of the Committee's investigation. Specifically,
I would very much appreciate your addressing the following
issues:

1. In what ways can the role of the peer review
organizations be expanded to oversee quality of care under
PPS, both in-hospital as well as post-hospital?

2. What action does DHHS intend to pursue toward
modifying the diagnosis related groups (DRCs) so that they
are more sensitive to the differences in patients' severity
and complexities or illness?

3. Please identify on-going DHHS studies designed to
measure and assess the impact of PPS on quality of care for
Medicare patients in the acute and post-acute settings, as
well as those that are planned, and provide the dates on
which on-going or planned studies are scheduled for
completion.

4. Is DHHS exploring ways of improving grievance
procedures associated with access to and quality of care
for patients, providers and the PHOs and, if so, what
action has been taken in this regard?
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5. In light of the increasing number or patients being
discharged to the care of skilled nursing facilities and
home health care agencies, what actions has DHHS taken to
ensure access to these facilities and services for Medicare
patients?

6. What are the findings regarding the effects of PPS in
the DHHS analyses that were performed to respond to Public
Law 98-21, which mandated certain reports to the Congress
under Sections 603(a)(2)(A) and 605(b)?

7. What actions has DHHS taken to enforce laws
prohibiting extortion and discrimination practices by
nursing homes against indigent and severely disabled
Medicare beneficiaries?

8. Overall, what are your thoughts and views on the
findings and recommendations contained in Committee staff
reports regarding the Committee's hearings on quality of
care delivered in-hospital as well as post-hospital?

The hearing will be convened at 9:30 a.m. on
November 12 in room SD-628, Dirksen Senate Office Building.
Dr. Beth Fuchs of the Committee staff ia available to
provide whatever assistance you and your staff may need
regarding your testimony. Should you or your staff have
any questions, please have your staff contact Dr. Fuchs at
224-5364.

It would be very helpful if you could provide the
Committee with 10 copies of your prepared testimony on
November 10, 1985, and an additional 100 copies on the
morning of November 12, 1985.

I look forward to receiving your testimony on these
quality or care issues that are so vital to the security
and wellbeing of older Americans.

Thank you for your cooperation and assistance.

Warm regards,
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a OROctober 30, 1985

The Honorable Margaret Heckler
Secretary of Health and Human Services
200 Independence Avenue, S.W.
Washington, D.C. 20201

Dear M

am writing to share with you additional information
and materials pertaining to the Committee's ongoing
investigation of Prospective Payment System (PPS) impacts on
quality of care for Medicare patients, both in-hospital and
post-hospital.

I regret to inform you that the Committee's hearing last
Thursday on "Medicare DRGs: Challenges For Post-Hospital Care"
revealed yet another set of program flaws and deficiencies that
unfortunately, and sometimes tragically, are impacting severely
on the care of patients after hospital discharge.

Among the most significant findings from the Committee's
October 24 hearing are:

1. The Health Care Financing Administration's own data show
that, since the beginning of PPS, hospital discharges to
skilled nursing homes have Increased by 40$, and discharges to
home health care, by 37%, resulting in the placing of
unreasonable demands on families and community-based
caregivers.

2. Home health care and nursing home care in the community
is often unavailable or substandard.

3. Hospital discharge planners too often cannot meet the
increased demands of the Prospective Payment System to ensure
that discharged patients, still in need of heavy and round-the-
clock nursing care, receive adequate attention.

4. Reimbursement rules on both the federal and state levels
are based on "levels of care" that arbitrarily restrict the
availability of nursing homes' services for patients in serious
need of care, and fail to accurately describe patients';needs.

5. Significant changes and cutbacks in the Medicare home
health benefit have placed unreasonable burdens on family
members of patients.
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I would very much appreciate your addressing these issues
in your prepared testimony on November 12, along with the
issues presented to you in my letter of October 17, 1985.

Please find enclosed copies of the testimony and
Committee staff reports pertaining to the hearings conducted on
September 26 and October 24, 1985. It is my hope that these
materials will impress you with the gravity and severity of
some of the problems that need to be corrected in order to
ensure quality of care to all older Americans.

Again, I want to assure you of my sincere and abiding
hope that the Department of Health and Human Services can join
with the Special Committee on Aging in addressing program
flaws and deficiencies as soon as they become apparent. I know
that we both share the primary goal of making sure that
Medicare patients do receive adequate and quality care while in
the hospital and after they are discharged.

Should you have any questions regarding these and other
issues raised in the Committee's investigation, please do not
hesitate to call me. I very much look forward to your
testimony on these matters so important to us all.

Wagregards,

JOEEu
F a tman

Enclosures 5



79
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Waotirgton. D.C. 20201

October 31, 1985

MEMORANDUM FOR JAMES MICHIE

Jim, do you have a middle initial?

This is your lucky day. HCFA has agreed to turn over

the draft of the response to the late-July letter of the

Senator's, the draft being the one whibh came out of HSQB

(Nathanson.) -- i7/1g

Tomorrow will be another lucky day, I predict. I have

reason to believe that HrFA will turn over a box full of

documents from the Regions on their contacts with PROs.

Next week may be lucky, too, but we'll have to see.

Hanns Kuttneri

PS: Its hard to return calls to people whose switchboards

aren't answered post 7 pm.
HK
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The Honorable John Heinz
United States Senate
Washington, D.C. 20510

Dear Senator Heinz:

This Is in response to your July 24 letter regarding qualityof care under Medicare's Prospective Payment System (PPS). Youare concerned that, despite the peer review organization (PRO)program, there are serious flaws in monitoring the quality ofcare provided to beneficiaries. In this regard, you raisedseveral questions regarding the impact of PPS on quality careand the effectiveness of our implementation of PPS and PROs.The answers to these questions are contained in the enclosure.

In addition to your specific questions, you also requestedthat your staff be provided complete and unrestricted access toDHHS and PRO contractor personnel and documents. With regard toDepartmental access, we will be happy to cooperate with youroffice and to honor any reasonable requests. To avoid undue
disruptions, however, I must require that all requests forinformation be very specific (e.g., "we would like to speak withJohn Doe for one hour to discuss the May 15 letter to
Ron Roe").
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With regard to PRO access, as private corporations PROs are
neither restricted from meeting nor required to meet with
anyone, so access to PRO staffs is controlled by each PRO. As
far as documents retained in PRO offices, the law specifies only
the GAO as having unrestricted access. Our general counsel is
reviewing the issue of which PRO documents would be disclosable
to your staff.

Again, I appreciate your concern, which I share, for the
quality of care provided to Medicare beneficiaries. I think you
will find that the Department has taken every reasonable measure
to assure the beneficiaries we serve receive quality care in a
safe environment.

Sincerely yours,

Margaret M. Heckler

Enclosure

Prepared by:OMR:DRP:SAnderson/Nathanson:jg:8/14/85:Doc 0342SC:
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RESPONSES TO QUESTIONS RAISED IN JULY 24. 1985 LETTER

General

In the interest of a prompt response, and to conserve the time
of staff engaged in implementing and evaluating PPS and PROs, we
have answered the questions without the inclusion of the large
number of internal memoranda, opinions, etc., referred to in the
"Schedule of Questions". We believe we have been fully
responsive to the substance of the questions. We will be happy
to discuss individually any specific requests for, further
information.

Questions 1, 2, 3.6 and 7

These questions deal with the Health Care Financing
Administration's (HCFA's) instructions to the PROs on making
denials, or requiring corrective actions, such as sanctions, in
readmission and transfer cases involving medically inappropriate
practices. Enclosed at Tab A is a copy of those instructions,
which were issued to the PROs on July 25. Prior to issuing
these instructions, HCFA consulted with the Office of the
General Counsel (OGC) and the Office of the Inspector General
(OIG). (it is standard procedure to obtain OGC clearance of
sensitive issuances.) Several difficult policy issues (e.g.,
the proper extent of PROs' authority to deny payment under
Section 1866) required resolution within the Department; this
delayed the issuance of the instructions beyond the anticipated
release date. Implementation will be more efficient and
effective because of the careful analysis and resolution of
these issues through intra-departmental coordination, and we are
confident that our policies as implemented will survive expected
programmatic and legal challenges.

Question 4

This concerned regulations changing the method by which transfer
cases between PPS hospitals are paid. In the 1994 P1'S update,
HCFA announced that it was continuing to study the transfer
situation. That statement was repeated in the proposed rule
published on June 10, 1985, announcing the 1985 update.
Although it is the Department's intent to change the policy as
Dr. Davis indicated, we cannot, at this point, give a firm date
by which when final regulations will be published.
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Question 5

You asked why it took HCFA more than 12 weeks to respond to the
OG's October 1984 report on "Inappropriate Readmission and
Transfer Practices under PPS." HCFA took this report very
seriously and believed it\ deserved substantive response. To do
so required HCFA to carry out various data gathering and
analysis activities, which, of course, had to be completed and
analyzed before an appropriate response could be made.

Question S

You asked about Departmental evaluation of Medicare data to
determine whether a two-week or one month threshhold for
readmissions might identify more cases of premature discharge
and poor care. Preliminary data show no "bulge" in readmissions
occuring after the 7th day. (See Tab A.) However, we believe
an increase in the amount of PRO review of readmissions may be
appropriate in any case. We have proposed, in the draft scope
of work for the next cycle of PRO contracts, to have PROs review
readmissions within 15 days of discharge. (Of course, this
proposal may be modified as a result of public comment or
subsequent data analysis.).

Question 9

This involves "the approximately 3700 patients judged by the
PROs to have received poor or inappropriate care." You request
the results of any HHS analyses of these cases. There were
actually 2720 such cases, which include readmission for a wide
variety of reasons; not only premature discharge, but also
patient-initiated discharge and patients admitted for tests,
discharged, and later readmitted for surgery. (The July 25
instructions direct the PROs to make appropriate denials where
they identify a premature discharge or inappropriate transfer.)
There was no formal written analysis of these cases to share
with you. However, informal analysis of a sample of these cases
showed PROs needed more "clout" in dealing wih individual
instances of questionable quality of care. Immediately, a HCFA
physician began to develop the instructions that ultimately led
to the July 25, 1985 issuance. It is simply inaccurate to
conclude that HCFA did not respond properly to the cases
identified by the PROs. It would also be inaccurate to conclude
that these cases indicate a widespread or major quality of care
problem, since they represent a very small percentage of the
more than 83,393 readmissions reviewed by the PROs since their
implementation between July I and November 15, 1984.
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Questions 10 and II

Your questions requested information on attempts to calculate
the number of deaths or serious and adverse patient outcomes
that may be attributable to inappropriate readmission and
transfer cases. No such calculations are possible, since HCFA's
data systems cannot capture outcomes not related to the
utilization of Medicare benefits. We believe review of all
readmissions and transfers, as well as discharges, is the most
practical way to identify and force correction of serious
quality of care problems.

Question 12

You requested the names of those PROs that are seldom or never
reporting adverse patient outcomes. We have enclosed at Tab C a
copy of each PRO's referrals to the Regional Offices through
May. The PRO instructions state: "Submit questionable cases to
the Regional Office if the reason for transfer is not apparent
or is questionable; the readmission is covered yet the second
stay is a result of premature discharge. Also enclosed at Tab C
are the cases for each category where Regional Office referrals
are requested. From these data, you can determine those areas
which had been identifying few or no problems as of May. We
should emphasize that none of these data in itself identifies
adverse outcomes, but rather cases that require more intensified
review. Regional Offices are now following through with PROs to
assess the findings of such review as well as follow-up action;
review by the Super PRO contractor should also help to bring to
light any PROs that are not aggressive enough in acting on
quality problems. We fully intend to require firm, decisive
actions by PROs when they find instances of poor care. PROs
that do not carry out this responsibility will be non-renewed,
or terminated if their performance is poor enough. HCFA offices
do not maintain onsite the primary documentation, i.e., medical
records, review worksheet, quality review studies, etc. These
documents are either kept at the PRO, its subcontractor, or at
the provider.

Question 13

You requested the impact of PRO reviews to date under Quality
Objective 1, broken down by individual PRO. We have already
provided your staff with all PRO quality objective progress
reports and also all current Regional Office monitoring reports
(PROMPTs) of PRO performance.
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Question 14

You asked whether the Department has compared baseline data on
the incidence of poor care and premature discharge in 1983 (as
reported by PROs) to current data. There are no such baseline
data to compare. The earliest PRO contracts were not awarded
until late in fiscal year 1984.

Questions 15 and 16

You requested information on a study to measure the impact of
hospital PPS on home health agencies (HHAs) and skilled nursing
facilities (SNFs), using the Beneficiary Profiling Systems.
This study is still in progress and no final data or findings
have been developed.

Question 17

you request information on the ASPE/Urban Institute research
project, as well as the status of each research proposal
submitted to date to HCFA's Office of Research and
Demonstrations (ORD) in response to its current grant
solicitation. The ASPE/Urban Institute project on the
feasilibity and probable cost of studies to determine the impact
of PPS on the quality of post-hospital care is completed and a
final report is expected to be released in the next few months.
The Urban Institute has just been awarded an additional contract
to determine how best to identify the relevant subpopulation,
track its utilization of services, and evaluate the
appropriateness of hospital discharges. This second study
should be completed in one year.

Input from ORD needed for 2nd
part of 17 (expected 8116)

Question 1I(a)

You asked whether HCFA provided me with a copy of the OIG
report. I was provided with a copy of the report by OIG itself.

HCFA, being aware of this, did not send me a duplicate copy.
Your question seems to assume that HCFA did not respond to the
cases identified by the PROs, or in the IG report. Neither
assumptions are correct (see response to Question 8, above.)
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Question 11(b)

You requested detailed information on anecdotal information
about isolated instances of poor quality. We do not formally
track those anecdotes after they are referred to the PROs.

Question 18(c)

You inquired as to what specific actions the Department has
undertaken to notify beneficiaries of their benefits under PPS.

PPS did not change the benefit structure offered under the
Medicare program. As stated in the 1983 pamphlet Prospective
Payment For Hospitals Under Medicare:

"Will Medicare prospective payment cause hospitals to cut
costs by cutting services that should not be cut? The
answer is no ***dt

This pamphlet was sent to all SSA offices for distribution to
beneficiaries. HCFA also publishes an information newsletter,
Medicare/Medicaid Notes, which is sent to the editors of
magazines of 50 senior groups with very wide distribution. The
September 1983 and May 1985 issues were devoted to PPS so that
the editors could reprint the information on PPS in their
organizational newsletters for dissemination to their members.

HCFA has published the pamphlet Your Right to Appeal Decisions
on Hospital Insurance Claims in English and Spanish for
dissemination through SSA offices and fiscal intermediaries.
Also, the publication Your Medicare Handbook (also in English
and Spanish) contains explanations of appeal rights in addition
to the benefits offered under Medicare. This publication is
sent to every new person enrolled under Medicare and is also
disseminated through SSA and carrier offices, as well as HCFA
regional offices. (All referenced documents are at Tab D.)

Question 18(d)

You requested the number of reconsiderations and appeals filed
by Medicare beneficiaries under hospital, SNF, and home health
agency (HHA) Part A Benefits.

Input from BPO needed
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Question 19

You requested information on departmental notification to State

survey and certification agencies of the illegality of certain
forms of Medicaid discrimination.

Under Secretary Baker formed a Departmental Workgroup to study

these issues. The workgroup has just recently finished its
work, and he has provided me a report with recommendations. I

will give the report and recommendations my full and immediate
consideration. You can expect to see the results of this effort
in the very near future.

Question 20

You requested information on the long-term care ombudsman
programs.

Input from Administration
on Aging needed

Question 21

You asked what costs a beneficary incurs when a PRO denies
payment to a hospital because of an inappropriate discharge or
readmission, or when a SNF Is denied payment because of too
short a prior hospital stay.

If a PRO denies a hospitalization and the beneficiary is not so
informed prior to the services being provided, the beneficiary
will be liable for only applicable deductibles and coinsurance,
and charges for personal comfort items. If the beneficiary is
Informed prior to the provision of services that the services
will not be covered, he/she will be liable for all charges.

In accordance with section 1861(i) of the Social Security Act,
"post-hospital extended care services" can be covered by
Medicare only when a beneficiary Is transferred from a hospital
in which he was an inpatient for not less than 3 consecutive
days before his discharge from the hospital in connection with
such transfer. Therefore, irrespective of PPS and the PRO
program, a beneficiary is liable for all costs incurred during a
SNF stay that was not preceded by a qualifying (minimum 3-day)
hospital stay.
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PIE SECRE TARY OF HEALTH AND HUMAN SfRVlCES
W*S~flNG~tON 0 C PlO-

NlD! 4 195

The Honorable John Heinz
Chairman, Special Sommittee on Aging
United States Senate
Washington, D. C. 20510

Dear Mr. Chairman:

This is to acknowledge r
October 30, 1985, concerning
investigation of Prospective
quality of care for Medicare
hospital.

receipt of your letter of
the Committee's ongoing
Payment System impacts on
patients, in-hospital and post-

I have asked the Acting Administrator for the Health
Care Financing Administration to give your concerns prompt
attention. We expect to provide you with a more thorough
response in the near future.

Thank you for bringing this matter to my attention.

Sincerely,

ar e . Heckler
See tary
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UNITED STATES OF AMERICA
Congrea of thie aniteb stated

C. McClain Haddow, Acting Administrator, Health Care
_,,,,___ ........... .... . . ............-...............-

Financing Administration, U.S. Department of Health and Human
_ . . . ......... . .-...

Services, Washington, D.C.
_ . ...__._. __. _ __. ____._.._., .efig

Puriuant to lawful authority. YOU 4RE HEREBY COMM.4KDED to

appear before the Special Comnittee on ....Ag---....-.. ............. -.-.------ -_ - --

of the Senate of the United States, on November 12 ,985

at _9 3. .... _.. o'clock a m., at their committee room SD-628 _ __

: .............................. . ....................... . then and there

to testify what you may know relative to the subject matters under con-

sideration by said ommittee, and to submit to the committee the

documents and materials listed in the attached schedule.

__ .____ ............. .............................................._ .._

_ ____ . ..................

YtretfaWI not as you will answer your default under the pains and pen-

alties in such oases made and provided.

To James F. Michie, Chief Investigator,_

to serve and return.

Sibtu under mg hand, by order of the committee, this

8th dgogf November ,in the year of our

Lord one thousand nine hundr and -shtY-five

i~ _/
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I'A;L (t i. I! FONE

Schc'duiQ of dobvr .l Ion dnm-u'.dr'd 1w 1:w? Srwcial Oxrnittce or Agi!)n_ U. S. .iof C MtClain Hladdow vn 
U 

-adri.i.ea ox-'uted l)! li .Ihn hem,'. li Oiain ',fthe( Canr t toe, an 'i)ilt"I P.e!, r 8 1985

1 A copy of tint draft :rnd/or I mat CpMLt(S) I!undated byv Public Lae 98-2!. ,'ilin'G03(a)(2)(A) and 605(h) Co'!ce!ling LnPaCtis ot the Pn.,s2ctnve Paymrnt Systt'r. nimichre'port eas due for noubnisesbon to the U.S. Congress in fDecerber 19S'1

2. Copies of eight grant proposals and any and all correspondenice .mmnranda andother records pertaining thereto generated by tin" IHealth Care Financing ANnxnistrat ionand offered to certain Peon Review Orginizations for study of quality of care in-uic.,in Medicare and in the adnionistration of the Prespactivo Paymntnt System
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DEPIAlt IA.I.N: Il0I:1AiAi iI & iMAIANtX %I IIVIC I S i-,1* 't.+tttt.

(NOTE THIS LETTER WAS HAND-DELIVERFD) , ...

(ITO CHAIRMAN HEINZ BY iR. HADDOW ON ) Wv;ii,,- Ui tiv C 202ul

(NOVEMBER 12, 1985. IN RESPONSE TO A )
(SUBPOENA ISSUED TO MR IIADDOW BY

(CHAIRiMAN HEINZ ON NOVEMBER 8, 1985. ) !

The H-ionorable John H1einz
Chairman, Senate Special Committ-ee

on Aging
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

Secretary Heckler has asked me to respond to your letter of October 7 in which

you discuss your continuing concerns about the quality of care provided under
the Prospective Payment System (PPS).

Aa you point out, the Committee and the Department share many Common commit..ents.
You are deeply c"ncerned that Medicare patients rerie high qmality Carn: s'i

is the Department. You believe that instances of poor care need to be di't.rteiI

and aggressively dealt with; so do we. You believe that the Peer Review Orgnizastioiis

vPROs) can and should focus more on quality issues; so do we.

Our efforts to work together constructively on these issues are impaired, however,

so long as the discussion is based on polemics and the questioning of people's
motives. For example, I don't think it advances our common objectives to suggest,

as you did in your letter, that this Adminirtratinn would jeopardirie thLi well-bhom

of beneficiaries iii the interest )f cost cuttiiig. Our objective hu. alwoy, lii ci,

and will continue to be, to improve the cost-elfectiveness of the system without

sacrificing the quality of care. As I will outline below, we intend to strengthen

the PROs' quality role in future contracts, and we support legislative action to

expand PRO authority to deal more aggressively with quality prohle-ns.

Further, the Department has never taken the position that there are no flaws

in the PPS, or that we are not cuinceriied nhoiit instnncps of poor care IroiIght

to our attention, or thiat the only ,nea'iuri: we use to gouge the extel t of quality

problems is the number of prohlems PROs identify in their review of readmissions

within 7 days. What we have mnaintained is that stkidies *tf PlS inpuct in:id tLi

be condu=ted with *:nn-i nnalyliiciiui'th~dc Ind that conclnsionn: sh.,-'ld hl.! ri?'a5iu'

based uii thue lview of fact.. I think it doe7 everyone usi i ' ju.LicC I fuci; uOnly

on a few "horror stories." Indeed, there were horror stories before PPS and, unhortunately

one would expect there to be some horror stories no matter what the rcimbtierrenent

system. Taking anecdotal ilfuronatioim fr .. n .m few cases nnd extrapolating it

to the universe dues a greet disservice to the American people and the health

care systein in the United States. To conclude, on the basis of anecdotes, that

PPS causes poorer care is not only invalid, it frightens the people of this c-iuntry

iten hIlirvinij thil. the ciri, they receiv' ii, m Mi .ir mc i-. mliii:. '' '.

th.:m: is nlo duta to suppurt such e io clu 'i.
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I- igc 2 - Th! ihr lorabe lolul) iei-,

This is not to say, however, that we are satisfied with the present syste: i of FPRO
review, or that we believe we hrave done all that can be don'~ in qruality -surinlce
rnito,-ring nod enforcement. For exi!uplrt, in the second round of ! RO cont-rai
we intend to increase greatly the focus on quality areas. The Scope of Work
now out for public comment makes several propoxsals

All cases reviewed by PROs would be screened by the PROs to determnin
whethur generic indicators of possible quality problems are present.
These generic indicators in ride, for exampbe, r-urortoiai infection,
uorplarered return to the operating room, pour disichorje pIl ruing and
death,

• All Medicare readmissions occurring within 15 days (7 days in earlier
contracts) of a previous discharge would be reviewed to o nsure th-L
the patient was medically stable when discharged.

• A sample of all Medicare discharges would be reviewed to assure that
they were not premature.

• Short stays (e.g., 1-2 days) would be reviewed to assujre that the patient
should have been hospitalized aird was rnot releused before birig qns iiculcly
stable.

Quality objectives would be sharpened up, based on more sophisticated
data analysis, to focus or, area-specific, hospital specific, or procedure-
specific quelity problems.

In addition, we have made several changes toi strengthen the crtrrent PRO ci-u.rr.rts.
tor exianple, we are concerned that beneficiaries are properly iifurincd mf their
rights concerning the effect of PIRO review. To help assure that proper informoation
is conveyed in a timely manner, HCi-A is directinq the PROs to provide specific
language about the effects of PRO review (including appeal rights) to hospitals
for inclusior, ii, their notices to beneficiaries at the time of edmoission. Ard-
becaiisi we recognize that the procedures for identifying preonltojre dischargee!:
can be improved--we plan to fund prematuue discharge pilot projects in several
States. The projects begin in November and will help us to airqment our effort
to !itAlp pl e. roturu dirctrrges.

In short, I do not believe that the Department is trying to ignore or minimize
quality-of-care proflems. We share wit Ii thre Commnittee ii srt rr tier'l to i-,pr ov'
the: its, the rtmo 1., rug, run,, rt...i LI. r,,! ; i of tire M-,ir ',r Ir1 t-rvo iii
the reeds of the American people. We look forward to working together positively
and constructively to achieve these goals.
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!iage ) - The Iim rable John H-ieinz

Finally, let me deal with two specific requests in your letter.

You requested copies of the reports mandated by PublicLaw 91-21. the
PPS Annual Report to Congress (Section 603(aX2)(A)) will be delivered to
the Comnmittee for the November 12, 1985 hearing. The final Skilled
Nursing F acility Benefit i Jnder Medicare Report to Congress (Section
605(b)), which Sccretary Heckler signed on April 16, 1985 and forwarded to
the Congress, is enclosed for your information.

While I appreciate your desire to investigate potr-ntial abuse:; of the elderly
to the fullest possible extent, the flatter of access to patient records has
serious implications relative to confidentiality and maintenance of patient
rights. I have again referred your request to the Department's Office of
General Counsel which will be looking into the legal issues involved. We will
be in touch with you at a later date.

Sincerely yours,

C. McClain Hladdow
Acting Administrator

C! ,..ruuvre

59-303 0 - 86'- 4
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Responses to Senator Heinz's Letter
of October 17, 1985 to the Secretary

1. Q. In what ways can the role of the peer review organizations be
expanded to oversee quality of care under PPS, both inhospital as
well as posthospital?

A. o PRO review will continue to be focused only on care provided
In the inhospital setting during the next contracting cycle. We
do not plan to expand PRO review beyond the inpatient
hospital setting. The Federal government contracts with fiscal
intermediaries which continue to review home health,
outpatient, and nursing home claims.

O During the next contracting cycle, we are proposing to expand
review to include:

- Readmissions which occur within 15 days of discharge
from a PPS hospital. (Many PROs currently review
admissions that occur over a period longer than 7 days.)

- Focusing review on discharges to assure that beneficiaries
are not discharged before they are medically stable.

- Using generic quality screens for every case under review.
This will make it easier for PROs to identify quality
problems including premature discharges and poor quality
care provided during the hospital stay.

- Reviewing all one- and two-day stays. We believe this
focus on "short stays" will identify potential problems in
utilization and quality.

- Adding a community outreach program to assure that
beneficiaries receive adequate, accurate information on
PRO functions.

o Complementary to the PRO program is the activity we
undertake, through our certification process, to assure that
providers which furnish poor quality care are taken to task.
Termination as a Medicare provider can result from that
process.

(NOTE: THIS SET OF RESPONSES WAS HAND-DELIVERED TO CHAIRMAN)
(HEINZ BY C. MCCLAIN HADDOW, ACTING ADMINISTRATOR, HEALTH
(CARE ADMINISTRATION, ON NOVEMBER 12, 1985.
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2. Q. What action does HHS intend to pursue toward modifying DRGS so
that they are more sensitive to the differences in patient severity
and complexity of illness?

A. As announced in the Federal Register neiices proposing, then
finalizing PPS regulations for FY 1986, we will continue to refine
the DRG system as we gain experience, and generally plan to alter
it appropriately whenever PPS rates are updated or recalibrated.
For newer technologies, we may want to move faster.

For example, in preparation for the 1986 PPS rates and regulations,
HCFA has undertaken several refinements in the DRG Grouper
Logic, surgical hierarchy and lists of comorbidities and
complications that will improve homogeneity of case classification.
In addition, in collaboration with the NIAAA, the DRGs for
alchohol and drug abuse cases have been revised. We are also
proposing refinements to incorporate newer technologies
(percutaneous transiuminal coronary angioplasty, lithotripsy, etc.)
and to better reflect accepted medical practice (by adding a DRG
for bilaterial or multiple major joint procedures of the lower
extremity).

We will, of course, seriously consider each of the various ways by
which DRGs might be refined to better reflect severity of patient
condition and intensity of service as we develop our Report to
Congress on this topic, which is due with the 1985 Annual PPS
Impact Report. For example, the Rand Research Center is
undertaking an assessment of the alternatives for improving
Medicare case-mix measurement, and an assessment of the DRG
system experience to slate.

In addition to the activity being conducted by Rand, there are a
number of other studies of proposed systems which attempt to
better reflect patient severity and complexity of illness. The major
efforts are as follows:

o Patient Management Categories -- Blue Cross of Western
Pennsylvania (Wanda Young) expects to submit their final
report and software this summer, and is continuing to study the
feasibility of extending this system to outpatient department
cases. The PMC's appear to be more clinically homogeneous
than DRGs, however, a mechanism for classifying and valuing
Medicare cases involving multiple categories needs to be
delivered.

o Severity of Illness Index - Johns Hopkins' (Susan Horn) final
report from their study of Severity of Illness within DRG was
submitted early this year. It is among the systems being
assessed by the Rand Research Center. Other reviewers have
noted that this system is costly to use (not standardized or
computerized) and is somewhat subjective. However, it does
appear to explain some of the difference in costs within DRG.
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0 Disease Staging -- The Department (ASPE) had undertaken
several studies of the use of disease-staging within DRG as a
means to reduce variance. Two Brandeis researchers reported
in January that with some DRGs, disease staging increased
variance, but reports from others (viz., Systemetrics) are more
promising. Rand will be assessing this approach as part of its
work meant to assist the December 1985 Report to Congress
on DRG refinement.

o MEDISGRPS - MEDISGRPS (Like the APACHE system which
has been used to assess special care facility cases) uses
biophysical signs, measures and test result changes from
admission information and periodically thereafter to classify
cases into severity categories. This commercially developed
technique involves a larger amount of records maintenance and
routine testing than most hospitals now employ, but appears to
be highly objective. Rand assessments will also consider this
approach.

o Nursing Resources - The American Nursing Association is
nearing completion of its study of DRG refinement for nursing
care. Yale is nearing completion of the first year of its two
year study of nursing resources by DRG. Both projects may
identify DRGs where refinement may be most needed to
better reflect nursing care requirements.

In September, HCFA awarded several new cooperative agreements
for further research and case-mix refinement. Recipients included
Systemetrics for furthler research on disease-staging, the Health
Data Institute for development of a comprehensive integrated data
base for use in comparing the performance of several refinement
systems, Tulane University for a study of the performance of
contending systems when used for cardiovascular cases, and Boston
University for a study of case-mix differences in teaching versus
non-teaching hospitals.

There are a number of factors to be considered as we study the
merits and utility of each approach. Our preference is toward
approaches which are founded upon the information contained in the
uniform hospital discharge data set (UHDDS) or uniform bill
requirements that are computerized, objective, verifiable and which
do not induce "gaming."
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3. Q. Please identify on-going DHHS studies designed to measure and
assess the impact of PPS on quality of care for Medicare patients in
the acute and post-acute settings, as well as those that are
planned, and provide the dates on which on-going or planned studies
are scheduled for completion.

A. On-going DHHS studies designed to measure and assess the impact
of PPS on the quality of care for Medicare patients in the acute
care setting consist primarily of the following:

Beneficiary Impact Study

The purpose of this internal HCFA study is to detect possible PPS
effects on the quality of care by analyzing the outcomes of hosital
care on the health status of the Medicare population, e.g., by
analyzing mortality rates.

Results are currently becoming available and will be refined on an
on-going basis.

Hospital Practice Study

This study will measure the aualitv related effects of PPS by
examining hospital usage and treatment patterns and their effects
on inpatient and discharge status. This study is being implemented
through a cooperative agreement with the Commission on Hosiptal
and Professional Activities (CPHA).

The final report is due in September, 1988, with interim reports
due on an annual basis.

(Preliminary results attached)

Non-Intrusive Outcome Study /

This cooperative agreement with the Rand Corporation is a long-
term investigation into the feasibility of using Medicare
administrative data to detect and monitor quality of care levels
within individual hospitals for specific medical conditions.

The final report is due in December, 1987.

ESRD Study

This study focuses on the issue of whether the Medicare ESRD
hospitalized patients, as a high cost treatment population, is being
adversely affected by PPS, and is being conducted through a
cooperativeiagreement with the Urban institute.
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Clinical Analysis of PPS Impacts on the Quality of Inpatient
Medica Cae

This study is an in-depth clinical analysis of PPS effects on the
quality of inpatient care involving a cooperative agreement with
the Rand Corporation and selected PROs across the Nation. The
study will evaluate PPS impacts on quality by assessing potential
treatment pattern effects and resultant health status outcomes
through a thorough examination of the medical record.

The final report is due in September. 1988.

Recently funded research projects dealing with the PPS impact on
the quality of care include the following:

Indexes of Hospital Efficiency and Quality

This cooperative agreement with CPHA is designed to produce a
method for evaluating the relationship between quality and
efficiency levels within hospitals, useful in measuring the combnied
effects of PPS.

The final report is due in October, 1987.

Health Status at Discharge

This project is intended to develop and standardize a method for
determining Medicare patients health status at the time of hospital
discharge by assessing physical and mental functions and post-
discharge treatment needs. This study is being conducted through
a cooperative agreement with Northwest Oregon Health Systems.

The final report is due in July, 1986.
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HOSPITAL PRACTICE STUDY
(CPHA)

PRELIMINARY FINDINGS

The following statistical comparisons are for Mediare hospitalized patients
from 795 hospitals in non-waiver States, based on calendar year 3rd quarter
data.

Overall Results

* Overall average length of stay (ALOS) fell between 1983 and 1984 at a
rate significantly greater than the historic trend.

^ Total discharges fell between 1983 and 1984 for the first time in 5 years.

^ The greatest drops in average length of stay (ALOS) between 1983 and
1984 occurred in the Northeast PPS States.

* For surgical cases ALOS declined I day between 1983 and 1984, split
about equally between pre- and post-operative days.

Percentages of cases using the intensive care unit (ICU) declined between
1983 and 1984 from 9.6% to 8.7%; cardiac care unit (CCU) cases declined
from 9.5% to 8.4%. ALOS for ICU and CCU were down slightly from 4.2% to
3.8% and 3.6% and 3.3%, respectively.

4 Percent of discharges involving physician consultations remained about
the same between 1983 and 19&4.

* Severity levels (using CPHA developed indexes of severity) remained
about the same between 1983 and 1984.

Conclusions

* Hospital utilization as measured by number of discharges and average
length of stay has dropped under PPS.

* No preliminary indications that severity of hospitalized patients has
changed under PPS.
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4. Q. Is DHHS exploring ways of improving grievance procedures
associated with access to an quality of care for patients, providers,
and PROs, and if so, what action has been taken in this regard?

A. o HCFA is preparing language for a brochure to be given by the
hospital to each beneficiary upon admission. This brochure
contains information about what PROs are, why they exist,
where they are located, what they do for Medicare
beneficiaries, how they function, how their functions relate to
patients, doctors, and hosiptals, and beneficiary appeal rights
and responsibilities.

0 HCFA is also preparing model letters to be used by the PROs
to inform beneficiaries of PRO denial determinations. These
letters are tailored to the circumstances of the case and
contain the following information:

- A brief statement concerning the duties and functions of
the PRO.

- A reference stating that the PRO has discussed (or made
every effort to discuss) the case with the attending
physician.

- The reason for the denial (e.g., services not medically
necessary, or not appropriate for services to be provided
in the hospital).

- A clear statement as to whether the beneficiary is liable
for payment for the denied services.

- The reconsideration rights of the beneficiary, attending
physician, and hosiptal, and where they can file for a
reconsideration.

We expect to issue these model letters to the PROs by the
first of the year.

o In addition to these efforts, HCFA is proposing to include a
community outreach plan in the next round of PRO contracts.
Through the community outreach program, the PRO will inform
beneficiaries of the purpose and activities of the PRO program
and assure that beneficiaries are aware they may contact the
PRO if they believe they are not receiving appropriate medical
care.
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5. Q. In the light of the increasing number of patients being discharged
to the care of skilled nursing facilities and home health care
agencies, what actions has DHHS taken to ensure access to these
facilities and services for Medicare patients?

A. It must be noted that health planning and certificate of need
programs are administered at the State level and that regulation of
the supply of services in States is not a Federal responsibility. We
have no indication that the supply of home care and nursing home
beds is inadequate. Access to the care by Medicare patients is
assured by:

o cost reimbursement for home health and skilled nursing
facility care so that a facility or agency will not lose money in
providing covered care,

o waiver of liability provisions which provide payment even for
noncovered care when it was provided through no fault of the
facility or agency or patient,

o provider agreements which prohibit providers from
discriminating against a patient on the basis of eligibility for
Medicare.

We believe these factors provide an adequate safeguard to a
Medicare beneficiary's access to care.
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6. Q. What are the findings regarding the effects of PPS in the DHHS
analyses that were performed to respond to P.L. 98-21, which
mandated certain reports to the Congress under Sections
603(a)(2)(A) and 605Ab).

A. The 1984 Annual Report on the Impact of PPS mandated by Section
603(a)(2)(A) of P.L.98-21 was forwarded to the Congress by
Secretary Heckler on November 8, 1985.

The findings therein lead to several conclusions about the impact
of PPS in its first year.

o The new system appears to have been implemented smoothly,
and to have encouraged substantial changes in the behavior of
hospitals and other major groups within the health care sector.
Many of these changes were anticipated by those who designed
and enacted the PPS, although some changes particularly the
drop in admissions, were not anticipated.

o The rate of growth of Medicare benefit payments appear to
have decreased under the PPS, led by the decline in inpatient
hospital payments.

o Furthermore, there is no systematic evidence thus far of
declines due to the PPS in access to health care or in the
quality of that care.

o Thus, early evidence on the new system indicates that it is
accomplishing many of its stated objectives, without any
major problems.

The findings of the study performed under Section 605(b) indicate
that differences in patient casemix appear to be one reason why
hospital-based SNFs are more costly on average than freestanding
SNFs. Other possible explanations for the cost difference include
differences in quality of care and efficiency of operation. In
addition, for Medicare reimbursement purposes, certain overhead
or indirect expenses, such as administrative salaries, must be
allocated between a hospital's acute care unit and subproviders
such as the skilled nursing unit. Approximately 6 percent of total
routine cost differences between hospital-based and freestanding
SNFs has been determined to be due to overhead allocation in
hospital-based facilities.

A difference in casemix between hospital-based and freestanding
SNFs is indicated by Medicare utilization and staffing data as well
as the results of most outside studies. The Medicare data indicated
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that hospital-based SNFs had, on average, higher proportions of
Medicare patient days to total days and higher admissions per bed.
Both of these results suggest higher utilization by short-term
rehabilitation patients who are likely to-be more costly to care for
than traditional long term care patients.

On average, hospital-based facilities had 19 percent higher nursing
hours than freestanding facilities. Hospital-based SNFs also
provide more rehabilitation services than freestanding facilities.
While these results suggest that hospital-based facilities are
staffed to serve a more severe casemix, these data are insufficient
to precisely isolate casemix effects from inefficiency and quality
of care differences.

Results from six outside studies commissioned by HCFA also
support the existence of casemix differences between hospital-
based and freestanding SNFs. Evidence from these studies that the
hospital-based facilties tend to treat patients with greater
severity of illness than do the freestanding facilities suggests that
the higher costs associatecd with the hospital-based facilities are
justified in part by the care needs of their patients. The results
suggest that casemix differences may account for up to 50 percent
of the cost differences between hospital-based and freestanding
SNFs.

These findings are presented in greater detail in Chapter V of
HCFA's Report to Congress: Study of the Skilled Nursing Facility
Benefit Under Medicare, which was sent to Congress in April 1985.

It should be noted th t the Deficit Reduction Act of 1984
effectively rescinded TEFRA's single reimbursement limits by
providing that, for cost reporting periods beginning on or after
October 1, 1982, and prior to July 1, 1984, "the cost limits for
routine services for urban and rural hospital-based skilled nursing
facilities shall be 112 percent of the mean of the respective
routine costs for urban and rural hospital-based skilled nursing
facilities." For periods on or after July 1, 1984, the Act specified
that the reimbursement limits for urban and rural hospital-based
SNFs respectively, should be equal to the sum of the corresponding
limits for freestanding SNFs plus 50 percent of the amount by
which 112 percent of the mean per diem routine service costs for
hospital-based SNFs exceeds the limit for freestanding SNFs. In
addition, the Deficit Reduction Act provided for the recognition,
as reasonable cost, of the portion of cost differences between
hospital-based and freestanding SNFs attributable to overhead
allocation from Medicare reimbursement principles,
notwithstanding the limits on routine service costs.
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7. Q. What actions has DHHS taken to enforce laws prohibiting extortion
and discrimination practices by nursing homes against indigent and
severely disabled Mediare beneficiaries?

A. A Medicare certified hospital's awareness of requirements under
Section 504 of the Rehabilitation Act ot1973 is assured in several
different ways.

o Hospitals are requried to post, in a prominent place a poster
supplied by the OCR that informs patients of their rights and
where and how to file a complaint. Thil-ptovides a constant
reminder to hospital administration staff of their
responsibilities under Section 504.

o Hospitals are given copies of all regulations concerning
Section 504, including any changes as they occur.

0 Hospitals are subject to compliance reviews performed by the
regional office of OCR on an ongoing basis.
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B. Q. Overall, what are your thoughts and views on the findings and
recommendations coynained in Committee staff reports regarding
the Committee's hearings on quality of care delivered in-hospital
as well as post-hospital?

A. o We agree with a number of ideas proposed by Committee staff
to improve our quality assurance system. But we need to be
sure that the American people understand three key points:

* There is no evidence that the new Medicare payment
system has had a negative impact on the quality of health
care for beneficiaries.

+ We currently have in place Peer Review Organizations
(PROs) to mike sure that quality of care programs are
identified and dealt with. Though the PROs are new and
we and they are learning as we go along, we believe that
their performance overall has been quite good.

o Senator Heinz has accumulated a number of individual cases in
which poor care appears to have been given, or patients
discharged early. He is unable to estimate how extensive these
problems are, but believes they are "more severe and
widespread than current HCFA estimates." We believe
problems are (I) not widespread at all; (2) generally reflect
overall trends in health care, not impact of PPS.

o For many reasons, the way health care is delivered in this
country is changing rapidly--this is true for all patients and for
all payment methods. Less and less care is being delivered in
hospital beds orioperating suites--but there is not evidence that
care is worse as a result, or that the care given Medicare
beneficiaries under PPS is different from, or worse than, care
given other patients.

+ We agree that it would strengthen PROs to have the
authority to deny care because of poor quality.

• We agree that the second round of PRO contracts should
focus more on quailty concerns and we plan to include
specific quality review activities in the new Scope of
Work, such as generic indicators or possible problems
which will trigger corrective action where deficiencies in
quality are found.
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Responses to Senator Heinz's
October 30, 1985 Letter to the Secretary

1. Q. HCFA s own data show that, since the beginning of PPS, hospital
discharges to skilled nursing homes have increased 40 percent and
discharges to home health care by 37 percent, resulting in the
placing of unreasonable demands of families and community-based
caregivers.

A. HCFA recognizes that the operation of the PPS-has been
accompanied by an increase in the number of discharges to SNFs
and to home health care. We do not believe that there is evidence
that this phenomenon has placed an "unreasonable" demand on
families, skilled nursing facilities or home health agencies. In fact,
to the extent that some hospital days have in the past been
provided as a convenience to patients and their families rather than
because they were medically necessary and appropriate, this is a
desired effect on the PPS.

The percents quoted appear to approximate the percent change in
the percent distribution of reported discharge destination on PPS
bills, not the percent change in SNF admissions. For example, in
the first quarter of PPS, October-December 1983, almost 23,000
out of 51 1,000 (or 4.4 percent) of PPS discharges were reported as
discharges to SNFs. For the quarter of January-March 1985, about
11,000 of over 1.3 million (or 6.0 percent) of PPS discharges were

reported as discharges to SNFs. The percent change in the percent
distributions was therefore 36 percent, close to the 40 percent
figure quoted.

However, SNF admissions have increased far less than 40 percent
since PPS began based on admission notices sent in by SNFs,
141,000 Medicare enrollees were admitted to a SNF during
October-December 1933 compared to 157,000 during October-
December 1934, an increase of only 12 percent. For January-
March 1985, 168,000 admissions were recorded, an increase of 20
percent. Prior to PPS, SNF admissions had been increasing 5
percent a year.

The corresponding numbers for discharges to HHAs in the first
quarter of PPS are 14,000 or 2.7 percent of PPS discharges and
69,000 or 3.7 percent in the January-March 1985 quarter.

This represents a 37 percent change in the percent of discharges to
HHAs from the October-December 1933 quarter to the January-
March 1935 quarter. The percent change in total home health visits
in 1934 was 7.7 percent, well below the 20 percent increases
observed in both 1932 and 1933.
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If the percent changes were calculated on the percent distribution
of recorded PPS bills or PPS plus non-PPS bills combined, several
points should be kept in mind:

1. The percent change in a percent distribution does not mean
that the number of discharges to a given category also changed
by the same percent as the quoted data seems to imply.

2. The percent of discharges receiving long-term care could be
expected to go up if fewer, and presumably, sicker on average,
people are admitted. In fact, the hospital admissions declined
in both 1984 and 1985. Thus resulting in a smaller denominator
for computing the percent of discharges to long-term care
facilities.

3. HCFA began collecting detailed discharge destination data
October 1983. The quality of reporting, especially in the early
months is uncertain. We do know that over 1/2 million non-PPS
bills could not be properly allocated in FY 1984. The great
majority of these (349,000) were for discharges during
October-December 1983.

4. During the October-December 1983 quarter, relatively few
bills were paid under PPS. We believe there was a strong
geographical bias depending on the phasing-in of hospitals
based on accounting years. The number of discharges to given
categories and the resulting percent distribution for the first
quarter will be affected by the delivery patterns in place in
those areas.
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2. Q. Home Health care and nursing home care in the community is often
unavailable or substandard.

A. Nursing Home Care Availability

o Current data on the number of longterm care facilities which
participate in Medicare and Medicaid indicate that there are
approximately 17,000 skilled nursing (SNFs) and intermediate
care (ICF) facilities nationwide. This universe has remained
fairly constant over the past few years.

o Participation in either program is voluntary. Providers may
and do change facility classification and program participation
from time to time. This may affect the availability of either
SNF or ICF beds in a community.

o If some communities are experiencing shortages in nursing
home beds under either title XVIII or XIX, State health
planning agencies and other State local agencies are available
to work with hospitals, community planners, nursing homes and
others to encourage the growth of nursing homes, convert
oversupply of hospital beds to long term care beds or other
methods to meet the needs of the community's population.

Substandard Care

o The conditions of participation for SNFs and standards for
ICFs present the requirements facilities must meet to
participate in the Medicare and Medicaid programs. These
requirements address not only the facility's management and
organization, environment, and fire safety, but set forth the
regulatory expectations regarding the professional care and
services the facility provides in order to meet the total needs
of the patients (medical, physical, and psychosocial needs).

o State agency personnel perform surveys regularly to assess the
extent and degree to which each facility is in compliance with
these requirements. Surveyors may make additional
unannounced visits to evaluate the status of problems or to
investigate complaints.

o Problems the surveyors identify can result in the execution of
a Statement of deficiencies for which the facility must submit
a written plan of correction. Serious problems which threaten
the health and safety of patients may lead to termination
action as well as an imposition of bans on new admissions. We
are presently in the process of developing the instructions to
improve and clarify conditions under which these adverse
actions can occur.
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o We point to the absence of voluminous documentation
depicting patient abuse and "substandard care" in the 1980s as
opposed to the 1960s and early 1970s (congressional hearings).

o Both the industry and Federal survey and certification
activities have grown and improved over the years. Our
current activities in HCFA which are directed toward
improving and refining the survey and certification process,
including the development of a more patient outcome oriented
survey form, would expect to culminate in even further
lessening of instances of "substandard care."

Home Health Agency Availability

o We have no knowledge that beneficiaries seeking home health
care have found it unavailable. Currently (as of October 9,
1985) there are 5,825 home health agencies participating in
Medicare. A number of these have branches and subunits
thereby increasing the areas in which HHA services are
offered.

o The number of hospital-based home health agencies has
increased dramatically from 507 in 1982 to 1,179 in 1985 (an
increase of 132 percent). All agencies increased 60 percent
during that period.

o The incrase in hospital-based home health agencies maximizes
access to home health care for many Medicare beneficiaries
making the transition from acute hospitalization.

o The Health Care Financing Administration has received very
few complaints of substandard home health care. Any specific
complaints dealing with allegations of poor quality are
investigated by regional offices andlor State agency surveyors.

o We will begin to conduct visits to the homes of patients of
HHAs to ensure that HHAs provide high quality services in
accordance with the Medicare Conditions of Participation.

o All HHAs are surveyed for Medicare participation by State
agencies under contracts with HCFA. These HHAs must meet
specific regulatory conditions of participation that include
provisions to ensure that all HHA services are ordered and
reordered by physicians and in accordance with a specific plan
of treatment for each patient. Also, all HHAs must employ
qualified personnel and maintain records of services provided
to individual patients.
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3. Q. Hosptial discharge planners too often cannot meet the increased
demands of the Prospective Payment System to ensure that
discharged patients, still in need of heavy and round-the-clock
nursing care, receive adequate attention. Please respond.

A. In response to these issues, we are opposing changes to the Hospital
Conditions of Participation. These changes will strengthen and
clarify discharge planning requirements under quality assurance.
They specify that patients must be transferred to appropriate
health care services for followup care.
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4. Q. Reimbursement rules on both the Federal and State levels are
based on "level of cares that arbitrarily restrict the availability of
nursing homes services to patients in serious need of care, and fail
to accurately describe patients' needs.

A. o It is inaccurate to say that level of care distinctions are a
result of "reimbursement rules' if the implication is that HCFA
and the administrators of State Medicaid programs have
arbitrarily established them. Both title XVIII and title XIX
have statutory distinctions between various levels of care and
both statutes require a payment differential between them.

o The distinction in levels of care is intended by law to reflect
differences in the medical needs of the patients who are placed
in the various facilities.

o Neither Federal or State law prevents a facility from applying
for certification as a skilled nursing facility or intermediate
care facility if it meets the appropriate health, safety, and
other standards.

o Federal Medicare law and regulations provide for payment of
the costs of a skilled nursing facility care and so payment rates
should not have an effect on the quality of availability of care.

o Federal Medicaid law and regulations require that State plans
pay an amount sufficient to assure that both access and quality
of care are available to Medicaid patients.

o The Level of Care concept has been challenged by some critics
(notably Bruce Vladeck in Unloving Care), however, it is still a
central aspect of both the Medicare and Medicid statutes.
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). Q. Significant changes and cutbacks in the Medicare home health
benefit have placed unreasonable burdens on family members of
patients.

A. There have been no changes in home health coverage to which
increased family burdens can be attributed. What has been taking
pace is a general improvement in HCFA's administration of the

me health benefit. This improvement has included:

o consolidation, as ordered by Congress, of intermediaries
processing home health claims,

o development of uniform forms for collecting information
necessary to make home health coverage decisions,

o training of intermediary staff in the use of the forms and the
application of existing coverage rules,

o proposed improvements in the way that Medicare's waiver of
liability provisions would be implemented for home health
agencies (but not final yet), and

o refinement of Medicare's statutory home health cost limits to
focus more carefully on costs by discipline.

None of these changes has been a limitation on coverage.
However, it is also true that the General Accounting Office advised
us in 1981 that up to 27 percent of the home health visits Medicare
paid for were not covered under the program. (MEDICARE HOME
HEALTH SERVICE*: A DIFFICULT PROGRAM TO CONTROL.
HRD-81-155). Whire HCFA believed the estimate to be high, it
agreed that improvements were needed. If denials of home health
care have increased, we believe this is an appropriate result of
imporved administration of current coverage rules. We do not
believe that "cutbacks" or the operation of the PPS are the cause
of any denials.
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F'ebruary l9, 19d6

Honorable Rlchard P. Kusserow
Inspector General
Department of Health and Human Services
330 Independence Avenue, S.W.
Washington, D.C. 20215

Dear Mr. KusSerow:

As Chairman of the Special Committee on Aging, I am
wrIting to request your assistance In the Committee's nngning
inquiry into the impacts of the ProspectIve Payment System on
quality of care In the Medicare program.

Members of your staff brIered Committee staff on December
16, 1985 concerning the findings of your Investlgatlon into the
incidence of premature and inappropriate hospital discharges
and transfers. Durlng that very helpful briefings your staff
informed Comaittee staff that a report on your investigation
wnould be completed somretlme in mid-to-late January 1986. 1
understand, however, that thC report Is still In draft form
after havIng undergone several revisions over the past 60 days.

I antlilpate that the findings of your investigation will
shed valuable additional light on quality of care Issues with
regard to inappropriato nospltal dIscharges and transfers, and
will be elp!uin 

t
o' '.:;s Cuomlt ee as Its members conrsIcer

legislation to make necessary ad,*ustments to PPS. Therefore, I
am requestIng that you provide the Committee wIth a copy, draft
or final, of th report, "Inspectlon of InapproprIate
DIschar-ges arnd Transfers," by close of buslness on February 25,
1986.

Thank you for your cooperation and assistanco In this
important matter.

Chi mar

JiiJ.-. (
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INTERNAL DEPARTMENT OF HEALTH AND HUMAN SERVICES DOCUMENTS PERTAINING
TO MANAGEMENT OF THE PROSPECTIVE PAYMENT SYSTEM

February 10, 1983 letter from John W. Miller, Executive Director, Alabama Peer
Review Organization (PRO) to Senator John Heinz re: lack of recognition for accom-
plishments in improvement in quality of patient care.

May 8, 1984 memo from Don Nicholson, Assistant Inspector General for Health
Financing Integrity, DHHS to Harvey Yampolsky, Office of the General Counsel of
Inspector General, DHHS re: request for delegation of program authority-AC-
TIONS.

June 6, 1984 letter from John D. Abrums, M.D., President, American Society of
Internal Medicine (ASIM) to Margaret M. Heckler, Secretary, Department of Health
and Human Services (DHHS) re: quality of care problems under Prospective Pay-
ment System (PPS).

July 1, 1984 letter from Senator John Heinz to Charles A. Bowsher, Comptroller
General, General Accounting Office (GAO) re: impact of PPS on services provided to
older ^ -ne-"---

July 20, 1984 letter from Carolyne K. Davis, Ph.D., Administrator, Health Care
Financing Administration (HCFA), DHHS, to John D. Abrums, M.D., President,
ASIM re: response to letter of June 4, 1984 concerning quality of care under PPS.

July 23, 1984 memo from Kenneth C. Schneider, M.D., Associate Regional Admin-
istrator for Health Standards and Quality, Region VI-Dallas, HCFA, DHHS, to
Phillip Nathanson, Director, Health Standards and Quality Bureau, DHHS re: com-
plaints of premature discharge.

Augst 24, 1984 memo from Allan Lazar, Director, Office of Medical Review,
DHHS, to Kenneth C. Schneider, M.D., Associate Regional Administrator, Division
of Health Standards and Quality, Region VI, HCFA, DHHS re: response to memo of
July 23, 1984 regarding premature discharge.

August 29, 1984 letter from C.C. Kimsey, Action Associate Regional Administra-
tor, Division of Health Standards and Quality, Region IV, HCFA, DHHS, to Allan
Lazar, Director, Office of Medical Review, DHHS re: guidelines for pacemaker reim-
plants.

September 10, 1984 memo from Robert A. Cullen, Associate Regional Administra-
tor, Division of Health Standards and Quality, DHHS, to Director, Office of Medical
Review, Health Standards and Quality Bureau, DHHS re: case referrals to the
HCFA Regional Office.

September 26, 1984 incidence report of North Dakota PRO to HCFA Regional
Office.

October 23, 1984 memo from Richard P. Kusserow, Inspector General (IG), DHHS
to Carolyne K. Davis, Ph.D., Administrator, HCFA, DHHS re: inappropriate read-
mission and transfer practices under PPS (attachment).

October 26, 1984 memo from Allan Lazar, Director, Office of Medical Review,
Health Standards and Quality Bureau, HCFA, DHHS, to Associate Regional Admin-
istrators, Division of Health Standards and Quality, Regions I-X, HCFA, DHHS re:
proposed policy for dealing with premature discharges and inappropriate transfers
and readmissions (attachment).

December 28, 1984 letter from Fred Ferree, Executive Vice President, Iowa PRO,
to Frank Kram, Regional Representative, Office of Health Financing Integrity, IG,
DHHS re: review of a hospital regarding administration of unnecessary procedures.

January 4, 1985 Incidence Report from North Dakota PRO to HCFA Regional
Office.

January 15, 1985 letter from Fred Ferree, Executive Vice President, Iowa PRO, to
Ben Gruber, Division of Health Standards and Quality, Region VII,.HCFA, DHHS
re: contract modification to accommodate intensive investigation of a hospital (at-
tachment).
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January 17, 1985 letter from William E. Clark, Jr., M.D., President, Maine Society
of Eye Physicians and Surgeons, to Michael A. LaCombe, M.D., State Director of
Maine PRO re: concern about cataract surgery performed on an outpatient basis.

January 18, 1985 memo from Carolyne K. Davis, Ph.D., Administrator, HCFA,
HDDS, to The Inspector General, DHHS re: Priority Inspection Report-Inappropri-
ate Readmission and Transfer Practices under PPS.

January 29, 1985 letter from Kenneth E. Neff, Executive Director, Nebraska PRO,
to Philip Gomez, Contract Specialist, HCFA, DHHS re: contract modification.

January 29, 1985 letter from Larry W. Pitman, Executive Director, Kansas PRO,
to Elizabeth A. Faykus, Contract Specialist, HCFA, DHHS re: contract modifications
for additional review.

January 31, 1985 Incidence Reports from North Dakota PRO to IICFA Regional
Office.

February, 1985 report of referrals by Colorado PRO to HCFA Regional Office.
February 2, 1985 Incidence Report from North Dakota PRO to HCFA Regional

Office.
February 6, 1985 letter from Fred Ferree, Executive Vice President, Iowa PRO to

Burton Steckler, Contract Branch, HCFA, DHHS re: request for additional funds to
perform review.

February 11, 1985 memo from Benny Gruber, Project Officer, Medical Review
Branch, Division of Health Standards and Quality, HCFA, DHHS, to William J.
Tate, Contracting Officer, Division of Procurement services, Contracts Branch,
HCFA, Dl-IIIS re: contract modification for Iowa PRO.

February 21, 1985 letter from Eleanor Chelimsky, Director, Program Evaluation
and Methodology Division, GAO, to Senator John Heinz re: information require-
ments for evaluating the impact of Medicare PPS on post-hospital long-term-care
services.

March, 1985 PRO Manual, Interim Manual Instruction, HCFA, DHHS.
March 5, 1985 letter from William E. Clark, Jr., M.D., President, Maine Society of

Eye Physicians and Surgeons, to Carolyne K. Davis, Ph.D., Administrator, HCFA,
DHHS re: Diagnosis Related Groups.

March 6, 1985 memo from Mark Battista, M.D., Regional Medical Consultant,
HCFA, to Cathleen McCarthy, Connecticut PRO re: draft of Connecticut PRO's
Quality Objective "Reduction of the risk of preventable mortality from trauma" (at-
tachment).

March 13, 1985 memo from Don Nicholson, Assistant Inspector General for
Health Financing Integrity, DHHS, to Philip J. Nathanson, Director, Health Stand-
ards and Quality Bureau, HCFA, DHHS re; draft PRO instructions on unnecessary
readmissions and transfers.

March 19, 1985 letter from Brenda F. Burton, Project Officer, Medical Review
Branch, Division of Health Standards and Quality, DHHS, to Larry Pitman, Execu-
tive Director, Kansas PRO re: contract modification.

March 27, 1985 memo from Benny G. Gruber, Project Officer, Medical Review
Branch, Division of Health Standards and Quality, HCFA, DIIIIS, to Allan Lazar,
Acting Director, Office of Medical Review, Health Standards and Quality Bureau,
HCFA, DHHS re; Iowa PRO contract modification.

March 27, 1985 memo from Allan Lazar, Director, Office of Medical Review,
HCFA, DHHS, to Associate Regional Administrator, Health Standards and Quality,
Regions I-X, HCFA, DHHS re: PRO contract workload.

April 3, 1985 letter from John W. Miller, Chief Executive Officer, Alabama PRO,
to Mary Gregory, Project Officer, Region IV, HCFA, DHHS re: contract modification
(attachment).

April 3, 1985 letter from Larry W. Pitman, Executive Director, Kansas PRO, to
Elizabeth Faykus, Contract Specialist, HCFA, DHHS re: contract modification.

April 3, 1985 letter from Kenneth L. Neff, Executive Director, Nebraska PRO, to
Philip Gomez, Contract Specialist, HCFA, DHHS re: contract modification.

April 4, 1985 Incidence Report from North Dakota PRO to HCFA Regional Office.
April 4, 1985 letter from Olympia J. Snowe, Member of Congress to Alton M.

Paull, M.D., President, Rhode Island PRO re: performance of cataract surgery as
outpatient procedure.

April 17, 1985 Incidence Report from North Dakota PRO to HCFA Regional
Office.

April 23, 1985 letter from Michael A. LaCombe, M.D., Medical Director for Maine
PRO, to Olympia J. Snowe, Member of Congress re: response to April 4, 1985 letter
regarding outpatient cataract surgery.

May 1, 1985 Incidence Report from North Dakota PRO to HCFA Regional Office.
May 7, 1985 letter from Senator Christopher J. Dodd to Lawrence J. DeNardis,
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Office of Legislation, DHHS re: constituent letter regarding peer review process and
denial of Medicare admissions (attachment).

May 8, 1985 letter from Robert A. Berry, President, Oregon PRO, to Don Tabor,
Contracts Officer, HCFA re: contract modification.

May 9, 1985 letter from Burton Steckler, Contract Specialist, HCFA, DHHS, to
Fred Ferree, Iowa PRO re- contract modification.

May 10, 1985 memo from Wanda Fields, Manager, Central Office Review, South
Carolina PRO, to Regional Office, HCFA, DHHS re: referrals to Regional Office-
premature discharges for month of April 1985 (attachments).

May 15,1985 Nevada PRO contract modification.
May 17, 1985 letter from Philip J. Gomez, Contract Specialist, HCFA, DHHS, to

Kenneth L. Neff, Executive Director, Nebraska PRO re: contract modification.
May 23, 1985 incidence report of North Dakota PRO to HCFA Regional Office.
May 24, 1985 memo from Thomas E. Herrman, Attorney, IG Division, DHHS, to

Don Nicholson, Assistant Inspector General for Health Financing Integrity, DHHS
re: delegation of authority under Section 1886(f)(2) of the Social Security Act (attach-
ment).

May 29, 1985 letter from Gregory A. Lear, Chief, Medical Review Branch, Division
of Health Standards and Quality, HCFA, DHHS, to Mohammad N. Akhter, M.D.,
Executive Vice President and Medical Director, Missouri PRO re: contract modifica-
tion.

June 18, 1985 letter from Martin P. Margolies, Exective Vice President, New
Jersey PRO, to Samuel Ford, Project Officer, Region II, HCFA, DHHS re: contract
modification (attachment).

June 20, 1985 letter from Philip J. "athanson, Director, Health Standards and
Quality Bureau, HCFA, DHHS, to Senator Christopher J. Dodd re: response to letter
of May 7.

June 24, 1985 memo from Robert E. Newhouse, M.D., Chairman, Rhode Island
PRO Quality Review Committee, to Chairmen, Hospital Quality Assurance re: Qual-
ity Review Study I; readmission within seven days (attachment).

June 27, 1985 letter from Marianne Raimondo, Director, Quality Assurance,
Rhode Island PRO, to Linwood Parsons, Project Officer, Health Standards and Qual-
ity Bureau, HCFA, DHHS re: revisions to the Quality Objectives (attachment).

July 17, 1985 incidence report of North Dakota PRO to HCFA Regional Office.
July 24, 1985 letter from Thomas E. Mangus, Director of Operations, Missouri

PRO, to Greg Lear, Chief, Medical Review Branch, Health Standards and Quality
Bureau, DHHS re: authority of PRO in instances of premature discharge and inap-
propriate admission.

July 30, 1985 letter from Fred Ferree, Executive Vice President, Iowa PRO, to
Ben Gruber, Project Officer, Division of Health Standards and Quality, Region VII,
HCFA, DHHS re: information requested on PRO quality of care assessment and cor-
rective action.

July 31, 1985 letter from G. Rex Stone, Medical Director, Kansas PRO, to Brenda
Burton, Project Officer, Medical Review Branch, Health Standards and Quality
Bureau, Region VIII, HCFA, DHHS re: Quality Assurance Committee concerns and
recommendations for quality review and reorganization structure for monitoring
quality problems.

July 31, 1985 letter from Mohammad N. Akhter, M.D., Executive Vice President
and Medical Director, Missouri PRO, to Greg Lear, Chief, Medical Review Branch,
Health Standards and Quality Bureau, HCFA, DHHS re: quality problems identified
by the Missouri PRO.

July 31, 1985 letter from Nancy L. Balmer, RRA, Manager of Review Programs,
Nebraksa PRO, to Ben Gruber, Project Officer, Medical Review Branch, Division of
Health Standards and Quality, HCFA, DHHS re: the screening of medical records
for quality after patient discharge.

July 31, 1985 letter from Brenda Burton, Project Officer, Medical Review Branch,
Division of Health Standards and Quality, HCFA, DHHS, to Larry Pitman, Execu-
tive Director, Kansas PRO re: results of Regional Office Monitoring visit.

July 31, 1985 letter from Robert A. Berry, President, Oregon PRO, to Don Tabor,
Contract Specialist, HCFA, DHHS re: contract modification.

August 1, 1985 report by Trudi Galblum, HCFA Employee, DHHS re: Kansas PRO
Quality Assurance monitoring visit.

August 1, 1985 Incidence Reports from North Dakota PRO to HCFA Regional
Office.

August 1, 1985 transmittal letter for Annual Report from Margaret M. Heckler,
Secretary, DHHS, to George Bush, Vice President, United States of America (attach-
ment).
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August 7, 1985 letter from Gregory A. Lear, Chief, Medical Review Branch, Divi-
sion of Health Standards and Quality, DHHS, to Mohammad Akhter, M.D., Execu-
tive Vice President/Medical Director, Missouri PRO, re: specific actions PROs may
take when a hospital has circumvented PPS.

August 8, 1985 transmittal from the Health Care Financing Administration to the
United States Senate Special Committee on Aging, re: corrective actions PROS may
take when a hos ital circumvents PPS.

August 9, l98q5 Incidence Report from North Dakota PRO to HCFA Regional
Office.

August 9, 1985 letter from Thomas E. Mangus, Director of Operations, Missouri
PRO, to Greg Lear, Chief, Medical Review Branch, Division of Health Standards
and Quality, DHHS, re: screening of claims for statutory exclusions by Fiscal Inter-
mediaries.

August 12, 1985 letter from Larry W. Pitman, Executive Director, Kansas PRO, to
Bill Tate, Chief, Contract Branch, HCFA, re: contract modification.

August 15, 1985 memo from John W. Miller, Chief Executive Officer, Alabama
PRO, to Administrators and Chiefs of Staff of all Alabama hospitals, re: prohibited
actions which circumvent PPS (attachment).

August 15, 1985 letter from Edward J. Lynch, Executive Vice President, Rhode
Island PRO, to Annette Kasabian, Chief, Office of Medical Review, Health Stand-
ards and Quality Bureau, HCFA, re: letter pertaining to peer review activities (at-
tachment).

August 19, 1985 Incidence Report from North Dakota PRO to HCFA Regional
office.

August 20, 1985 letter from Edward J. Lynch, Executive Vice President, Rhode
Island PRO, to Annette Kasabian, Chief, Office of Medical Review, Health Stand-
ards and Quality Bureau, HCFA, DHHS, re: PPS, medical review, and quality
review (attachment).

August 21, 1985 letter from Gregory A. Lear, Chief, Medical Review Branch, Divi-
sion of Health Standards and Quality, HCFA, DHHS, to Larry Pitman, Executive
Director, Kansas PRO, re: clarification of PRO manual guidelines concerning unnec-
essary admissions, readmissions, and transfers.

August 22, 1985 Incidence Report from North Dakota PRO to HCFA Regional
Office.

August 23, 1985 letter from Jerry B. Thompson, Project Officer for OMPRO,
HCFA, to Larry D. Camp, Medical Review Branch, Division of Health Standards
and Quality, Region X, HCFA, DHHS, re Oregon PRO request for contract modifi-
cation.

August 26, 1985 letter from Larry W. Pitman, Executive Director, Kansas PRO, to
Elizabeth Faykus, Contract Specialist, Contract Branch, Division of Procurement
Services, HCFA, DHHS, re: contract modification.

August 28, 1985 letter from Larry W. Pitman, Executive Director, Kansas PRO, to
Elizabeth Faykus, Contract Specialist. Contract Branch, Division of Procurement
Services, HCFA, DHHS. re: contract modification.

August 30, 198.5 letter from Arja P. Adair, Jr., Executive Director, Colorado PRO,
to James F. Michie, Chief Investigator, United States Senate Special Committee on
Aging, re: PRO operations (attachments).

August 31, 1985 Report of the AMA Board of Trustees on DRG Monitoring
Project.

September 6, 1985 letter from Ed Lessard, Chief, Medical Review Branch, HCFA,
DHHS, to Regional PROs, re: quality review and premature discharge cases.

September 10, 1985 letter from Annette M. Kasabian, Chief, Medical Review
Branch, Division of Health Standards and Quality, HCFA, DHHS, to Edward J.
Lynch, Executive Vice President, Rhode Island PRO, re: disclosure regulations re-
garding impaired physicians identified through the peer review process.

September 6, 1985 letter from Andrew Webber, Executive Vice President,
AMPRA, to C. McClain Haddow, Acting Administrator, HCFA, DHHS, re: unfavor-
able responses by IICFA to PRO requests for contract modifications.

September 9, 1985 memo from Clarence J. Boone, Associate Regional Administra-
tor, Division of Health Standards and Quality, Region IV, HCFA, DHHS, to all PRO
Contractors, Region IV, re: disclosure of PRO data to Congressional staff (attach-
ment).

September 11, 1985 memo from Lawrence Osborn, M.D., Associate Regional Ad-
ministrator, Division of Health Standards and Quality, DHHS, Boston Regional
Office, to Director, Health Standards and Quality, HCFA, Baltimore, re: PRO identi-
fication of quality issues.

September 13, 1985 letter from Larry W. Pitman, Executive Director, Kansas
PRO, to Brenda Burton, PRO Project Officer, Medical Review Branch, Division of
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Health Standards and Quality, Region XII, HCFA, DHHS, re: effect of denied hospi-
talization on 3-day hospitalization requirement for skilled nursing coverage under
Medicare.

September 17, 1984 outline of Quality Issues Protocol for the state of Maine, pre-
pared by Rhode Island PRO.

September 17, 1985 outline of Quality Issues Protocol for the state of Rhode
Island, prepared by Rhode Island PRO.

September 18, 1985 letter from Thomas G. Wailner, Associate Regional Adminis-
trator, Division of Health Standards and Quality, Region X, HCFA, DHHS, to Sena-
tor John Heinz, re: request for copies of PRO correspondence to Regional Office and
HCFA responses concerning Medicare quality of care issues and PRO staff re-
sources.

September 19, 1985 letter from Frederick S. Crisafulli, M.D., F.A.C.P., President,
Rhode Island PRO, to participating physicians, re: medical review of Medicare bene-
ficiaries.

September 23, 1985 letter from Brenda Burton, Project Officer, Medical Review
Branch, Division of Health Standards and Quality, HCFA, DHHS, to Larry Pitman,
Executive Director, Kansas PRO, re: skilled nursing transfer following initial hospi-
tal stay denial.

September 25, 1985 internal memo from Maine PRO pertaining to quality review
problems and actions taken by the PRO.
. October, 1985 flyer on PROs prepared by the Office of Beneficiary Services for

Medicare and Medicaid Beneficiaries, HCFA, DHHS.
October 11, 1985 letter from John W. Miller, Chief Executive (Oticer, Alabama

PRO, to James F. Michie, Chief Investigator, United States Senate Special Commit-
tee on Aging, re: additional comments on testimony of witnesses at September 26,
1985, hearing.

October 8, 1985 letter from Frederick S. Crisafulli, M.D., F.A.C.P., President,
Rhode Island PRO, to participating physicians, re: case-by-case review of quality
issues.

October 16, 1985 letter from Erma Wesley, ACSW, and Tammy Pentecost, LCSW,
of the University of Alabama Medical Social Work Department, to James F. Michie,
Chief Investigator, United States Senate Special Committee on Aging, re: case histo-
ries demonstrating negative impact of reimbursement system on patients and fami-
lies.

October 21, 1985 letter from T. Reginald Harris, M.D., President, ASIM, to Sena-
tor John Heinz, re: results of survey on effects of PPS on quality of care (attach-
ment).

October 24, 1985 letter from Henry C. Mostellar, Jr., M.D., President, Alabama
PRO, to Senator Jeremiah Denton, re: shortcomings of HCFA data set as an indica-
tor of quality of care (attachment).

November 8, 1985 letter from Margaret M. Heckler, Secretary, DHHS, to George
Bush, Vice President, United States of America, re: report on general impact of
PPS,

November 19, 1985 memo from Director, Office of Medical Review, Health Stand-
ards and Quality Bureau, HCFA, DHHS, to Associate Regional Administrators, Divi-
sion of Health Standards and Quality, Regions I-X, HCFA, re: HCFA's policy re-
garding factors to be considered by PROs in making admission determinations.

November 25, 1985 memo from Richard P. Kusserow, Inspector General, DHHS,
to C. McClain Haddow, Acting Administrator, HCFA, DHHS, re: inapropriate dis-
charges and transfers under PPS.

November 26, 1985 memo from C. McClain Haddow, Acting Administrator, HCFA,
DHHS, to Richard P. Kusserow, Inspector General, DHHS, re: inappropriate dis-
charges and transfers under PPS (DHHS memo of November 25).

November 14, 1985 letter from Senator John Heinz to Eleanor Chemlinsky, Direc-
tor, Program Evaluation and Methodology Division, GAO, re: request for comments
on HCFA quality of care evaluations.

November 27, 1985 letter from physician to Senator John Heinz, re: "gaming"
abuses by physicians and health care providers under DRG system.

November 29, 1985 letter from Joseph J. Hladky, Director, Office of Medical
Review, Health Standards and Quality Bureau, HCFA, DHHS, to Associate Regional
Administrators, Division of Health Standards and Quality, Regions I-X, DHHS, re:
clarification of denial notice content and effective date of new procedures.

January, 1986 draft of report on Inspection of Inappropriate Discharges and
Transfers, prepared by Richard P. Kusserow, Inspector General, DHHS.

February 26, 1986 letter from Vita Ostrander, President, AARP, to Senator Chris-
topher J. Dodd, re: questions concerning quality of care problems under PPS.
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ALABAMA MEDICAL REVIEW
*642 TENTH -WESUE, SOUTH

BIRMUNGHAML ALABAMA 38205

February 10, 1983

fO lO... f.O. SGTtI E

0X12T ~~~~~~~~~~~~~~~~~~~~~205/733.7:25
Senator John Heinz
Chairman
Special Coimittee on Aging
Washington, D.C. 20510

Dear Senator Heinz:

An opportunity to respond to your letter of January 24, 1983 is
appreciated. The physicians and staff of Alabama Medical Review, Inc.
have become increasingly frustrated over the lack of recognition for
accomplishments in what AMR considers to be the most important aspect
of the PSR0/PRO program; improvement in quality of patient care.

The sanction process at AMR is a four step protocol (Enclosure I) in
which increasing amounts of peer pressure are brought to bear on a
physician until the AMR Eoara of Lirectora sends the phys^ciar our
second sanction letter. The second sanction letter is the last peer
review resort which proeceeds reporting the practitioner to DHHS for a
sanction. To date, AMR's sanction process has always resulted in a
modification in the physicians practice patterns or voluntary
retirement from practice of medicine in the acute care setting on
Federal patients. Enclosure II is a file of documentation on the most
recent result of AM.R's sanction proceess which went to the last resort
of the second saction letter. While names have been removed to protect
confidentiality, you can see that the physician in question volunteered
to stop Federal practice in the actue care setting rather than have the
sanction reported to DHFS. AMR's Board of Directors accepted this
physician's offer (with verbal approval of the DHMS regional office)
and he has stopped admitting Federal patients to the hospital. At any
given time, there are usually several physicians involved in the
sanction protocol, usually the intervention step. A listing of the
number of sanction protocol actions for 1982 is in Enclosure III.

AMR, prior to loss of funding, had fully operational quality and
medical necessity review programs in the 208 nursing homes of Alabawa.
The quality review process had identified and was in the process of
conducting corrective interventions concerning quality of nursing home
care in the various nursing homes of the state. This can best be
illustrated by a summary of the study conducted in 1982 of patients
transferred from nursing homes to acute care facilities. There were
166 nursing homes in the study. The sample included all patients
transferred for a three month period. The total number of records
reviewed was 1380. The criteria focused on physician and nursing care
for a three day period prior to transfer to the hospital. The
following statistics are of interest.
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Number of times the
Problem nroblemr was documented

I. Inadequate documentation of 326
the medical record and
lack of communication to the
physician of pertinent
patient information by
the nurse.

2. Failure of the nursing 4$39
staff to recognize
significant signs and
symptoms requiring
urgent or emergency
treatment.

3. Questionable drug orders 160

4. Physician not available 145
or unresponsive to reports
by nursing staff.

5. Hospitalization due to 149
fractures/traurma which
occured in the nursing
home.

TOTAL 1219

In addition there appears in many cases to be an inordinate amount of
time lapse between identification of a problem requiring acute care
attention and the actual transfer activities. These center around
cumbersome notification tasks i.e. family members, physicians,
supervisors, ambulance or private transportation arrangements.

There were nurberous incidences of overutilization of PRN orders for
sedatives and tranquilizers resulting in elderly patients being
nedicated to the point of coniusior. and overecation.

The sadest and most frustrating element of loss of PSRO quality review
in the long term care facilities is that the individual nursing homes
are spending more tax money to do individual nursing home utilization
review than was spent for PSRO review. By way of example; Alabama
Qua!tiy Assurance Foundation (AQAF is AMR's sister organization
performing review in the private sector) is under contract to peform UP
for twenty nursing homes, covering 1822 beds for $52,8418 annually.
Assuming that review performed by individual nursing homes is at least
as expensive as AQAF group review of twenty nursing homes, its costs
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$565,607 to review all 19,500 nursing home beds which is more than the
cost of PSRO review. (AHR had $530,000 annually to do
Medicare/Medicaid PSRO Review) Utilization Review, do it yourself
review, has questionable quality impact compared to physician
controlled and conducted, third party, PSRO review.

In closing, PSRO quality Review, in the acute and long term care
setting, has been the only program to demonstrate physician
accountability and an ability to provide positive physician to
physician problems solving interventions into the quality of patient
care. Your concerns for the quality of care provided by the Medicare
and Medicaid Programs is encouraging when the current administrative
position is to lower the coat no matter what the cost! Hopefully,
through the concern and efforts of men like yourself, the PRO program
will receive adequate funding to perform quality and utilization review
in both the acute and long term care settings.

Sincerely,

ALABABA DICAL REVIEW, INC.

JWM:egg
cX W. H erPRA

cc: AtIPRA
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DEPARTMENT OF HEALTH & HUMAN SERVICES otfcof losoecto, Ge-e

MAY 8 1984 Memorandum

Don Nicholson a Y•Z_
Assistant Inspector General for

Health Financing Integrity

Request for Delegation of Program Authority--ACTION

Harvey Yampolsky
Office of the General Counsel

Attached for your review and approval is a proposed program
delegation of authority which is necessary to implement the
program integrity authority contained under section 1886(f)(2)
of the Act. This authority permits the Secretary to make a
determination that a hospital has taken actions which are
intended to circumvent the prospective payment system-and to
require the hospital to take action to correct or prevent
the inappropriate practices. We have used the statutory
language in our draft delegation.

After your review, this delegation of authority must be
approved by the Secretary and published in the Federal
Register. My staff will be happy to take the lead in
drafting the cover note for the signature of the Inspector
General and the Secretary. After this delegation receives
final approval, we will submit a request to redelegate this
authority to the Assistant Inspector General for Health
Financing Integrity.

Barry Steeley of my staff would be happy to discuss this
delegation with your staff in greater detail, if necessary.
He may be reached on (FTS) 934-5034.

Attachments



125

Justification

On April 18, 1983 the Secretary delegated to the Inspector
General the authorities under titles XI and XVIII of the
Social Security Act to control fraud and abuse in Health
Care Financing Programs. On Aprii 20, 1983, the President
signed into law Public Law 98-21, which provided for the
Medicare Prospective Payment System for inpatient services.
This law added section 1886(f)(2) to the Social Security
Act, which gives the Secretary the authority to make a
determination that a hospital has taken actions that are
intended to circumvent the Prospective -ayment System and to
require that hospital to take corrective action. The
statutory language under section 1886(f)(2) specifically
states that the Secretary's determination must be based on
the findings of a Utilization and Quality Control Peer
Review Organization (PRO).

On September 1, 1983 the Department published regulations
implementing the Prospective Payment System. Since PROs
were not established at this time, the regulations provided
that sanctions would be levied in appropriate cases against
hospitals using the Office of Inspector Ceneral's sanction
authorities under section 1862(d). Now that PROs are about
to be established, it is appropriate to fully implement the
authority contained in section 1886(f)(2) by delegating the
expanded program integrity authorities contained in this
section to the Office of Inspector General.

59-303 0 - A6 - 5
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6maerican society of internal medicine

June 6. 1984

Honorable Margaret M. Heckler
Secretary
Department of Health and Human Services
200 Independence Avenue, SW
Washington. DC 20201

Dear Secretary Heckler:

The American Society of Internal Medicine (ASIM). an organization
representing physicians nationwide who specialize in internal medicine,
would like to take this opportunity to voice its concerns about the
apparent absence of any coordinated effort at the federal level to evaluate
the effects of diagnosis related groups (DRGs) on the quality of patient
care. During the debate preceding passage of the DRG legislation, ASIM and
other medical groups repeatedly urged Congress to carefully examine the
potential adverse effects on the quality of patient care before launching
the program nationwide. ASIM's specific concerns were that the system
could lead hospitals to: (1 underprovide services, (2) skimp on care in
order to maximize profits, (3) artificially inflate diagnoses to obtain
higher payment for the hospital (ORG creep), and (4) provide lower quality
of care to Medicare beneficiaries.

Now that the system is being implemented across the country, ASIM is
concerned about the apparent lack of any coordinated effort on a nationwide
basis to document these possible adverse effects on the quality of patient
care. It is vitally important that data be collected on patient mortality
and morbidity, for example. so that the Department of Health and Human
Services (DHHS) and Congress can properly evaluate the DRG program and make
e decision, based on the results of this evaluation, on whether the program
should be continued or modified. At a minimum, this should include a
comparison of national morbidity and mortality rates for elderly (Medicare)
patients of the 'baseline" years preceding implementation of the
prospective payment program with the rates following implementation of the
program. A statistically significant increase--or decrease--in mortality
and morbidity rates following Implementation of the program would provide
one indicator of its effects on quality.

The Department's study of extending DRGs to physicians' inhospital services
also underscores the importance of collecting this data. Without
information on how Medicare beneficiaries have fared under a DRG system for
hospitals, it would be unwise for policymakers to consider extending this
same system to physicians.

Because of these concerns, ASIM has initiated its own program to document
the effects of DRGs--both positive and negative--on the quality of patient
care. Internists across the country have been asked to complete the
enclosed survey based on their experiences under DRGs. There is no
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Honorable Margaret M. Heckler
Page 2
June 6, 1984

deadline for submission of this form; rather, they are encouraged to make
copies, completing and mailing them to ASIM as the need arises. Responses
will be tabulated and any significant trends communicated to Congress and
the Department.

ASIM believes that the collection of this data is a necessary first step in
properly evaluating the effects of DRGs on patient care. This effort
should be expanded, however, in order for policymakers to obtain an
accurate picture of what changes in patient care. if any, are occurring
across the country. The Society would like to know what plans the
Department has to evaluate the effects of the program on quality of care.
Specifically, we suggest that the Department consider implementing the
following activities, if you have not already done so:

o Collect national data on mortality and morbidity rates, as
suggested above;

o Survey (on a confidential basis) physicians, hospitals, and
patients periodically to elicit their evaluations of the program
effects on availability and quality of care;

o Compile and report aggregate data and trends from Peer Review
OrganizatIons (PROs) on the number of hospital readmissions
resulting from limited care and instances where the
underutilization of services may have caused serious patient
complications;

o Consider the development of research studies to compare the
experiences of states under the national prospective payment
program with states operating under a 'waiver' from the program;

o Appoint a multi-departmental task force (with representatives. for
example, from HCFA, the office of the Secretary, Centers for
Disease Control, the National Center for Health Services Research,
and/or other appropriate agencies) charged with developing a plan
of action to obtain, coordinate and report to Congress and the
public all appropriate information on the program's effects on
quality and availability of care.

ASIM requests Information on any plans by the Department to implement the
activities suggested above and any other activities that are being
considered to evaluate the effects of DRGs on patient care.

Sincerely,

John D. Abrums. MD
President

JDA/tlw
Enclosure
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- *'~~~~~*~~*"SPECIA~SPCIL CQMMIJ-TTIS ON- AGNO

July 1I 1984

Charies A. Bowsher
Con71ptroller General
General Accounting Office
441 G Street, N-LW.
..hshington, D.C. 20548

Dear Mr. Bowsaer:

The Senate Special. Conmmittee onl Aging is interested inevaluating the impact on the new Medicare PPS On services forolder Amerxcans. Wh he new payment system was Intended to
iwzprovR the efficiency by which Medicare acute services areprov'iced, the Committee Is particularly interested' in assessinqthe impact Of PPS on long-term carc and other health services
for the elderly. We believe that the magnitude and directionof these reimbursement changes are important to understand in
order to assure older Americans of ther continued access to
quality health care.

lie are pleased to see that the General Accounting
Offi4ce's Program Evaluation and methodology Division is vurrent-ly worl~ing on a study whi ch examines the possible effects ofPPS on pos;t-hospital sub-acute and long-term care services. Weodarsatan, that your staff will be looking into the means by wh2ch
the pressures exertod under PPS to Agiuce the length of hospital
stays will affect Medicare casts, the use of Medicare covered
shilled nursing facilities (nSF) care and home health care ser-vices, and more generally, the organization of Medicare sub-acute
c-rv' e-s. These5 changes have the pot..ntial to affect the qualityof patient care and also the patient's ability to gain access to
needed acute, sub-acute, and long-term care services.

Specifically, the Committee hopes that your study d ill:

o Identify the range of issues regarding the likely impact of
PPS on Medicare SlF and home health care services, as well as
on other long-term care services.

o Develop criteria to determine which of these issues are most
importans for federal evaluation offorts and apply these
critoria to the range of issues to select a set Of "priority"

o Determine what data and infoloation are and are not available
to address these priority concerns and propose an evaluation
plan to be used with specific data adeqoate to monitor and
analyze these issues.
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Charles A. nowsher
July 1, 1984
Pagc T::o

O ComPare Lhese elan si.-cifications ezith the evaluetion
plao: and d2ata cnll>ntibo the Deaprtr-ent of Health and Human
SBrv;ices ([.i'5S) :nrer.is to carry out, in order to determine

; O1iS' evaluation eifcrt *ill an:wer the priority

The study sihuuld pro tide us ;i.tlh an analysi5 of the
strengths and limitatio.s of DHHS' plained efforts to assess
tme impact that PPS may have beyond the acute care system--
npcifically on Medicare SNF and home health care services and
other lonc-term care programs. In addition, if imnrove-ients in
DHHS' planned evaluation effort seam necessary, your analysis
should provide information on the costs and feasibtlity of making
such ioucuver'ents-

This study should help to lay the Eou-ndatton for issues
that wv4l. need to be resolved in tne fulcra. It would thererare
be helpful to the Cor-rittee to have the findlins of vour review
oresented in testimony at a hearing in the scring anc morc fully
in a report to follow thereafter. If you haze any questions,
please call Ms. Tricia Heaian or Mr. David Schuike at 224-5364.

Sincere)y,

/ -ZO~NHINZ S

JH:tnl
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lIoT Peet C.
DEPARTIENT OF HEALTH& HUMSAN SERVICES .In tCame FmnaciSnk dmin,.

Aftiohniet r5
The Ad iist
Watsingt=. D.C. 20201

JUL 2 0 I9S°

John D. Abruns, M.D.
President
American Society of Internal Medicine
1101 Vermont Acenme. N.V.
Suite 500
Washington. D.C. 20005-3547

Dear Dr. Abrums:

Thank you for your June 4 letter to Secretary Heckler in which you
expressed the conoern of the American Society of Internal Medicine (ASIM)
about the apparent absence of any coordinated effort at the Federal level
to evaluate the effects of the Hospital Prospective Payment System (P7S) on
the quality of patient care. The Health Care Financing Administration
(HCFA) Is committed to preventing any possible adverse impact of PPS on
quality of care and ia carefully monitoring the implementation of PPS to
detect the first signs of such adverse impact if it occurs. HCFA is
conducting efforts of two types In this area. I believe both will be of
interest to you.

First. MCFI. as well as other agencies such as the National Center
for Health Statistics (NCHS) and the Centers for Disease Control.
collects data whici way be expected to reflect the impact of PPS on
quality of care. That data is. In general. being collected as part
of other quality assurance and program management activities. For
example. Peer Review Organixation contracts which are soon to be
awarded place a major emphasis on mortality and readmission rates.
KFtAas routine analysis of hospital data places considerable emphasia on
indicators of complication rates as well as mortality.

Second. the Office of Research in HCFA is obtaining, under a cooperative
agreement with the Rand Corporation, a study to define bou data which is
now collected can provide valid indicators of the impact of PPS on
quality of care and what Dew data might be collected for the same
purpose. This study will guide the Department's analysis of data as the
Implementation of PmS proceeds.
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Page 2

These efforts address specifically the five suggestions you have
raised in your letter:

o NCHS currently collects national morbidity and mortality
data using a variety of statistics; the Rand study will address
how this date might be used to assess the effects of PPS on
quality.

o The Rand study will address the utility ot surveying providers
and patients. This Adminstration is corritted to reducing the
Government's requests for data. and we would therefore generally
favor less intrusive approaches. I know that ASWM has been in
close contact with the HCFA Office of Research and trust that I
can count on you to share the information which you develop in
your study.

o The Peer Review Organization contracts specifically require
that they study readmissions as an indicator of quality of
care, and HCFA's Health Standards and Quality Bureau will be
following these efforts carefully. The Rand study will address
how this data may best be interpreted to iesure the impact of
PPS on quality of care.

o Through a contract with Clark Abt Associates, HCFA conducted
studies comparing quality of care in the waivered" States with
quality of care in other States before PPS was put in place;
these studies showed no difference in quality of care. The
Rand study will be carefully reviewing the extension of these
same measures to a comparison of waivered end unwaivered
States. However, the systems in place in the waivered States
generally resemble the PPS system. so that It is not likely
that differences reflecting the Implementation of PPS will be
observed.

o At this point I believe that Departmental efforts are
sufficiently appropriate and well coordinated to make appointing
a Departmental task force unnecessary. However, we will keep
your suggestion in mind es data begin to become available.

Of course. it is still such too early to document the impact of PPS
on quality of care- A substantial fraction of the nation's hospitals
are not yet on PPS, and it will be 6 to 12 months after all are on
before even preliminary national Impact data is available. Nevertheless,
we share your Society's interest in assuring that P1S does not have
adverse effects on quality of care and we will be analyzing the pertinent
data intensively as it becomes available.

Sincerely yours,

Carolye K. is. Ph.D.
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(July 23, 1984 Mecorandum]

- G .icare.~

Philip Nathansazn Director ,
Health Standards & Quality Bureau - -

With Increasing frequency, this office Is receiving Inquiries from Social Security
Ditrict offices and others an behelf of beneficiaries and famluies with complaints
of premature discharges from hospitals. The Social 5ecurity district offices are
requesting guldanci -on how to handle such allegations and-where to refer these -
com.plaints for further Investigatlons.-.. - --

Alter dcsinttils i-we with the various coiipon s of the Regional Office, we
have determined -that there Is no dear or consistent mechanism existing for the- .-
refeirral and Invetigation of allegation of premature dischare As a complaint of:-
premature discharge usually Involves a quality of cure Issue, the logical referral ofi
such allegations woui: be -toa the MRL'- However, our evaluation of the._
requirements of the.PRO RFP has not IdentUfled a requirement for the, PRO tw'.0
perform such a fnctlaio -Although the RFP Includes general statements regardIng
the PRO fuctln-to-reviewthe 'acmpletenes, adequacy, and quality-of careprovided," there. are no secilfic Instructions related to Investigation of Ruch isses--
other than thatwhilch is.performed In the coaux of required review activities. "-
Further the RPP discussion of abuse Issues appears to restrict th :PRO to
evaluating only specific ces submitted by HCfA, OIG or the* Medicare fiscal-
agent.". Although development of sanctions i clearly a PRO function, the RP--
Implies that this function is only relevant once a potential violation has been
identifled. It would seem to be presumptive to assume that the development of
sanctions Includes Investigation of generic complaints.

Given that nothing Is to be assumed under the fixed price PRO contract, It would
appear that functions not specificaily Identified In the contract cannot be required
without additional negotiations, Investigations of com.npltintslalleeations of
premature discharge have not been so Identified and therefore, It would be
improper to advise referral of such complaints to the PRO.
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DEPARTMENT OF HEALTH & HI

AUG 24 1W 4
Director
Office of Medical Revie

- DS H,_ih Cwrs
U MAN SERVICES JJ i Ad inrisuatin
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WDWM @ emporan4um

Vw P ILE CO LEi

Complaints of Premature Discharge--Your oeaoosuum l

VKenneth C. Schneider, M.D.
Associate Regional Administrator, HSQ
Region VI

Thank you for bringing to our attention the inquiries you have received
from Social Security district offices regarding complaints of premature
discharges from hospitals.

I apologize for the delay in getting our response to you. we agree that
the appropriate entity to receive such complaints would be the
Professional Review Organizations (PRO). However, we also agree that
since PRO contracts do not specifically contain requirements for review
of premature discharges, we cannot require PROs to Investigate these
individual complaints.

We believe, however, that PROs can address themselves to complaints of
premature discharge in the following ways:

1. The Social Security district offices should refer the complaints
to the HHS Office of the Inspector General (OI). The OIG will
in turn refer the case to the PRO for evaluation.

2. If a PRO detects a pattern of abuse, it should initiate the
sanction process.

3. If a PRO detects a pattern of abuse, it may develop a quality
objective to correct the problem and negotiate a change in Its
contract with iICFA.

If you have any questions, please contact Kay Terry on 8-934-7910.

Allan Laz
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HCeIah Care Financing
MEPARTMENT OF IHEAL' II & IlUAN SERVICES Admioii

VRegion iV
101 Ma,.eita To-w.,

Auoust 279, 19S4 Atlanta GA 302

tvMr. Allan La;ar, Director
Office of ,,edical Review
Health Care Financing Administration
f1i;9 Gwynn Oak Avenue
Baltinore, siarylaind 21207

Dear ;ur. Lazar:

Re: 516-PRO Review Activity Report Form

One of our P:tOs called concerning the 'D0raft" instructions for completing the
mornthly 1 6 I'RC Reviev. ,Activity Report itemi lV.f3 Procedure Review-Pacemaker
Reirnelants (s-e Attachient A). Attachrnent 3 (page 60 of the "Draft") instructs
F ',;"... u ;:Ui iticiujei tihe rCpiace:IcfIt of _iectru ies VI genlerator packs oniy; a
reiflmolant is defined as the total reolacement of the old unit with a news one."
Iminphasis adderi). se believe a'l situations: pulse generator and/or lead
replacerients should be reported by the PiRO as a reimplant. W/e cannot
coiriprehiend why Central Oi'ice would define and restrict a reimplant'to the total
uttit--both the pulse generator and the lead, because this deviates from what
happens in tne real world' a-id virtually eliminates most reimplant reporting.

Earlier pace-rzakers consisted of three separate pieces oif hardware: the pulse
generator (comrmonly referred to as the paceonaker), the battery and the lead.
i,,ore recently with the discovery of the more powerful litnium battery, the pulse
garneiato, anc lithiiin battery are hermetically sealed to form a sizgle unit. This
not only reduces infection, but also eliminates the patient's annual trek to the
operating table for a 'battery' cilange because the life expectancy of the pulse
generator nov ranges from tso to seven yezrs.

The leao is the second part of the pacernzk<er currently being, used. The lead
contains the el- ctrode. idost leads contain a redundancy feature: tnere is always
one or twvo good conductors leit in one strand of the lead if one part should break
of weaiaen. ..loreover, adapters are availablz that enables one manufacturer's leads
to be compatible witn a pulse generator from anothei manuiacturer. This
elininates unnecessary Icao replacemient s-han a different pulsje generator is
reimplantec. In t'e.ver cases, the lead is the proole.n Usually this is not discovered
until surg;erv. In iwost of thcs cases, the pulse generator as v.eli as the lead is
repl.c; . Uiodcr your draft instructions these few cases are all that will be
reported by tte t'-. ; e believe tlhe definition of reiriplint should be
"replacement ot pkk^c jaer atot and/or lead.'

We have an o0sc Nation Juout anuthir sectioo of this saine report. Page 6 of Form
516, th:ie PiZO gatiners warranty information about nryvly inpluiir:d or feimplaited
pulse geCIerato`rs. .Not all Manufacturers oifer warranties, as they are not required.
The v.Crranties that do exist include so rliany limitations that they are rendered
wsorthless. ;2:orcovvr, during a reiniplarnt situation, the oli warrinty (if thure -.vns
one) is tao oni that woi!c; apply. Rarely is this %varranry .:vnilohle or benefits
applied 'or. r!or. then, does this otaL collection benc-it Inr ,,edicare prograi.l?
noe reali~e that this data collection ctfort is prt of thc controct si-nd by al
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PROs but if the process has outlived the need for the data, HCFA should eliminate
the requirement.

In a Program Validation Study of fifty pacemaker reimplant patients conducted by
us less than one year ago, we demonstrated that at least ten percent of the
payments for pacemaker reimplants is due to factory recalls (GvYedicares expense of
the pulse generators, leads and attendant services totalled $52,579.66 by the
hospital and $3,613 in surgeon's charges in our sample cases alone). The Food and
Drug Administration is a good source for this recall information. A factory recall
is a place where HCFA could pursue financial retribution by these companies where
Medicare patients are concerned. This is an area where HCFA could demonstrate
real dollars recovered. Perhaps the PRO collected data could be useful in this
endeavor.

Please let us know what is decided about the "Draft" instructions concerning the
definition of reimplants.

Sincerely yours,

D ' sey
Action Associate Regional Administrator
Divison of Health Standards and Quality
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oa-e5 PMR REVIEWS ORGAIZAsTIa CJUAL lX 2050.3

Th notices of costs denied for cost outlier cases should identify each

service denied and differentiate between charges denied based on medical
necessity or appropriateness and those denied because the service was
duplicatively billed, not rendered, or not ordered or involved a technical
denial under 4(a) above. Those costs denied based on medical necessity, or
appropriateness of the health care services require that the beneficiary. be
notified of each service denied and these denials are subject to the
limitation of liability provisions of the Act.

Services which are duplicatively billed, not rendered, or not ordered by the
physician, and technical denials made under 4(a) above should be denied as
noncovered care. Such denials do not constitute determinations requiring

notice to the beneficiary and are not subject to limitation of liability
provisions, A notice explaining such denials of costs must be sent to the
hospital and to the fiscal intermediary.

C. Sanctions.--If a pattern of unnecessary outlier days or services
within a particular hospital meets the definition of a substantial violation
in a substantial number of cases or a gross and flagrant violation, the PIO'

must develop a sanction recommendation in accordance with the Federal
regulation at 42 CFR Part 474.

IM 2050.3 Invasive Diagnostic and Therapeutic Procedure Review

The performance of invasive diagnostic and therapeutic procedures may affect
DRG classification, thus leading to increased reimbursement. Therefore, PRNs
will be required to establish review for procedures other than those
procedures identified for preadmission review in the PRD contract.

A. Permanent Cardiac Pacemaker Implantation Review.--All PROs oust
review permanent pacemaker insertions and reinsertions.

1. Identification.--Identification of cases for pacemaker review
should be based at a minimum upon ICD-9-Cm codes for permanent pacemaker
implantations and reimplantations. Review does not apply to temporary
pacemakers.

2. Review Requirenents.--Every case involving permanent
pacemaker insertion (including permanent pacemaker reimplants) should be
reviewed using the appropriate medical record (see section 2003.6B) and/or
other hospital-supplied relevant clinical information. A reimplant is defined
as the actual replacement of the old pacemaker with a new pacemaker.

Replacement of electrodes, leads, or generator packs only. does not
constitute a reimplant for purposes of this review. (NOTE: Clinical
documentation supporting the medical necessity of the implant may be

Rev. 1U 85-2 -3 7 -
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IM 2050.3 (Cont.1 P-ER REvIEw ORGh1NATIa 'MNUAL 03-85

found in records other than the records of inpatient stay, such as outpatientworkups. It is the hospital's responsibility to assure that data about theprocedure appears in the inpatient medical record so that the PRO may utilizethis information in making its review determination.)

a. Based upon PRO pacemaker review criteria, each case mustbe reviewed to determine if the procedure was reasonable and necessary for thetreatment of the patient's condition. PR criteria should he based uponphysician developed assusptions regarding the clinical goals of pacemakerimplantation. The criteria should represent current medical indications forpacemaker implantati on.

b. In addition, each case must be reviewed for compliancewith the Medicare Coverage Issue Appendix-Chapter II (Section 65-6). Failureto meet the conditions and limitations described in that issuance will resultin a denial for which waiver of liability does not apply.

c. Admission review and DRG validation are to be performedon each permanent pacemaker implant and reimplant.

3. Denials.--If the pacemaker implantation is determined not tocomply with one or both of the above reviews (2a and Zb) and the implantationwas the sole reason for admission (i.e.. other reasonable and necessaryservices were not rendered) the admission should be denied. If the procedureis determined to be not medically necessary or is non-covered but otherreasonable and necessary services (beyond routine care) were provided and theadmission is medically necessary, deny the procedure. The PRO is to notifythe intermediary so that the DRG can be reassigned excluding the procedure.

B. Other Procedure Review --

1. The PRO must identify and review all other invasiveprocedures where patterns of abuse have been previously identified. Thisreview includes admission review, DRG validation, and review for medicalnecessity and appropriateness of the procedure.

2. If the procedure is determined to be not medically necessaryor is noncovered and the procedure was the sole reason for admission (i.e.,other reasonable and necessary services were not rendered), the admissionshould be denied. If the procedure is determined to be not medicallynecessary or is noncovered but other reasonable and necessary services GLeyondroutine care) were provided and the admission is medically necessary, deny theprocedure. The PPO is to notify the intermediary so that the DzG can bereassigned excluding the procedure.

Rev. IN: 85-2 -38-
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

Septerber 10, a~&4

Aolte R~egiona Adminstratorr

~~i iof ieatsh Stadrd~s *nd Quality

Director, Office of Medical Review
Health Standards and Quality Bureau

PSI

For the first three quarters of FY 194, a total of 341 cases have been referred to the

Regional Office (RO) by the Medical Review Entities (MRE) In Region V. The cses
are those reviewed under PPS medical review and identified for referral by PSROs and
fiscal Intermediaries according to F5RO Trasumittal No. 107 and Interanediary Molhal
jsasrmitt&i No. i097. these uansmittals require RO referral ortiTtpes
of casel

I. Cases reviewed as seven day readmissions where both admrissions re
necessary. but where the second stay Is a result of the bone-
fidary being prematurely discharged from the irst stay.

2. Transfers to other hospitals, exempt uwits, or swing beds where
the care Is determined to be covered but the reason for trans.
ferring the patient is not apparent or is qestioneable.

3. Questionable pacemaker insertions or other invasive procedures.

The Trasmittal Instructions are quite dea regarding the fIt category of referrale
but not so for the other two. The requirerment for referrals of questionable
rehabilitation smit transfers, skoholjdrug treatment wait transfers, swing bed

transfers and Invaive diagnostic and therapeutic procedures Is nit discussed In the
narrative of PSRO Tranumittl 1071 It Is only noted an the report form. The

kntermediary Manual does include a general statement to cover all these types of
questlonable case,, but calls for referral of patterns only of absive pacemaker or
other invasive procedures rather than individual caes.

...... ---- _ pI .t! r tai U ..t . .4...
.~~~~~~~~~~~~~~U S GNMUM MUN190 OF=I 4927
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DEPAR-TENT OF HEALTH AMD HUMAN SERvICIS

-2- ,S58zga

thi bacground, the number of cases referred in this R t. The
:A is suc that We have been Unable to review all the have f

,.. me Instances provided comments to the referring MRIE hen the~* Wras vwere inadequately developed. In fact, many of the referrals are so poorly
: r~kner itelthat we cannot conduct our review satlsfaetorily. In Match, we released an'80 bulletin which outlined the type of nformation we needed to do o0r review. Thebulletin also made clear that we expected MRE& to take corrective action when these

types of problem caes were Identified. A copy of this bulletin h attached. (See
Attachment A.)

Of the 39 MREs in Region V, only 15 have referied cases to the RO. Of these 15, theIndlana intermediary has submItted the most - a total of 151, of which 142 (9t%) were
referred " premature dlscharges. We did analyze the case referrals received in May.Many of the cases were inadequately reviewed and abwsive hospital practice patternscould not be verified. A copy of our comments nd the Indiana intermediary's response
Is attached. (See Attachnment 9.) The Intermediary currently Is following up on thes
cases.

As is the case with the Indiana Intermediary, most of the 341 case referrals are casesof premature dIscharge. The following summarizes the types of case referrals:

Total No. of Referrals >1

-Premature discharges Z95 (16.5%)
4-napproprhite transfers to 40 (11.7%)
other hospitals

-QuestIonable pacemaker 5 (I.%)
Insertions or other procedures

-Inappropriate psychiatric unit 1 (.3'%)
tratsaers

-praprhate rehabilitation 0
uslt transfers

-Inappropriste acohol/drug 0
treatment utit transfers

-&%appropriate swing bed transfers 0

The 295 cases referred as premature discharges represent two percent of all 14,39
_even day readmisslons or about 23 percent of the 12,726 casca which were actually

S.. ytewed as having related reasons for admissIon for both the first admisalon andone. About three percent of seven day readmIsslons were. !IPdically

the overall percentage of these types of problem IWot seem C4r),,Dslflcant, the algnIficance of the Idkvidual cases canot be typicalcase summaries aret I- 'F O

....... ...... .......... --- ................... ...... ... ......... ..... .......

__ _ ___. _ = ......... _ .._
------ --t-T PeSVG t9L1961 334927
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1. FIrst admission 1/3i/BA to 2/4/BA. Readmtion V pli 3)BA. Patient
-- an I3 year old male admitted with right pleural eacenteSs is
was performed Z/11/4 and approximately lOOOcc of 1 Pa. Patient

4.4 was discharged 2/4/14 despite chest x-ray done that day which
tdemrsstrates a great deal of fluid In the right hemithorax and some
basilar fluid in the kft hemnlthorax Patient was readmitted 2/5/SI with
chief complaint of shorteas of breath. Diagnosis: pleural effusion and
CHF. CHF was treated nd a thoracentesi was again performed 2/9/S4.
Patient was discharged Z110/64 to be followed In physicians office. Case
reviewed by PSRO physician who felt In light of patient's chest x-ray on
the day of discharge 2/4/$4, discharge was premattre.

2. A 76-year-old female admitted 3129/B8 tnd discharged 4/161/B. Final
diagnosis: gangrene of right big toe. Amputation an right big toe was done
*12/Z4. At time of discharge 4/16/84, the asutre line was necrotic and
appeared there was still an Infection going on with increased white blood
cell cott. Patient re-admitted 4/24/84 and a below lnee amputation of
rIght leg was done. PiRO physiclan reviewer felt the patient was
prematurely discharged.

Due to the Inadequate iniormation submitted with these referrals, we have been
unable to analyse tse patterns ot early discharge to determine : it usually ocu;r; at
the average length of say for the DRC. This may or may not be the case. What does
seem to be a general conclusion is that these cases resulted from inadequate
treatment or work-ups in the first admission. When patterns of abuse such as these
are fourd, PSRO and PROs are to develop sanctions.

The 40 inappropriate transfers to other hospitals represent ten percent of the 4.042 I
transfers revIewed by the MREs. About three percent of these types of transfers were
denied as medically uninecessary. Two typical cases of Inappropriate transfers
referred to the RO are

1. A patient wss admitted to a PPS hospital with cerebrovascular Inefficiency
with demonstrated seizures, and transferred to another PPS hospital with
orders for the patient to be evaluated and medically managed by a
reurologist on staff at the second hospital (the patient was not seen by the
neuroiosist until four days after the transfer). Medical record
documentation did not reflect the reason for the transfer, and the PSRO

- Physician Advisor felt all treatment rendered could have been obtained at
;s -w the fIrst hospital.

*1. The patient was admitted through the emergency ro re spiratory tt:i
-; distress. The patient remained In the hosipitl fe * wjhie a

$7;: tracheostomy and biopsy were done. The patient was t rred to tj |
another hpital for a Laryngectomy. The admission urn cessary and
approprihte at the acute care level. The transfer was p Larte sine
all ervices and equipment for a laryngectomy were avallable at the first
hospital and no reason was given for the transfer.
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Although the reason for transfer is not apparent in most Cases, it It sAt patient
- family preference is frequently the reason for many transfers.

ir Pw tive invasive procedure cases were referred by the Michifian Intermediary. The
.7'Ziulm were denied. The procedure in all Cases was cystoscopy. We are evaluating

* there cases further along with additional cases referred in July; however, our initial
review finds no particular pattern of abuse in one provider.

Our preliminary conclusions based on this review of the referrals are:

I. The problem of premature discharge does exist, but the numbers are lo,
and at rusi point it is rot possible to tell if the problem is related to the
reimbursement change. The problem of Inappropriate transfer is at a
Significant level, but again it is not possible to tell if this is a change in
hospital practices.

2. MREs need more detailed instruction on referring these types of cases.
Some are referred in error, many rellect Inadequate revie*, and most have
incomplete information. Uniformity in reporting/referral requirements is
called for. Moreover, MREs are not submitting all the cases they snoulo.
It seems unlikely no problem cases have been identified at the other MtRi-s.
Also, during Region V CPEP reviews of fiscal intermediary performance of
medical review, a uignificant number of premature discharges were
identified which were not referred to the RO. This was true even at the
Indiana fiscal intermediary. MREs should be encouraged to carry out
review more thoroughly to determine if a case requires referral to the RiD.

3. MREs should be given more specific direction on the analysis of patterns of
abuse and the development of appropriate correction action and/or
sanctions. Our review of the referrals does find possible patterns or at
least multiple cues of abuse, and we will be requesting the MIRE to follow-
up. however, we are concerned as to why MRsEs have not Identified these
patterns themselves nor taken action. The requirement for referral or
reporting of cases to the RO should include an analysis of the
hospltal/pnysician practice patterns and the planned corrective action.

4. ROs need direction on reviewing these referrals. It is not clear to what
extent these cases should be developed by RO staff.



143

Caf ,i of all case refe red to4he RO are enclosed. They a re eferring
flr-* & vThee r being forwarded t you as Instructd S 1934

It the 5an Francisco RO.

,u have any questions regarding this information, please crontdct me or Dorothy
Coli"s, P5RO branch Chief, on FTS 836-S642.

Robert A. Cullen

Attachments

cc: Lirector, Dlvision of Health Care Cost Containment
BERC

bcc: ORA, DPO, DFO. Cullen, Collins, Reading file
DCoins/jcw- 09/06/84; 09/07/34
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North Dakota Health Care Review Inc
Incidence Report to HCFA Region Vill Office

Type of Incidence:

X Cases where both hospital admissions are necessary,
but where the second stay is as a result of the
beneficiary being prematurely discharged from the
first stay.

Cases where care is determined to be covered, but
the reason for transferring the patient is not ap-
parent or is questionable.

Medicare beneficiary age 80, HIC Number: _ -
was admitted on 6/13/84 to IN
Medicare Provider number by physician license
number: _ urol is or the performance of a transurethral
Prostato ctomy on 6/15/84 N

Patient was discharged on 6/22/84 after a 10 day stay. Medical record
stated..."dime size blood clots and blood in urine on day of discharge."

Second admission occurred 6/24/84, same hospital and physician, admit-
ting problem "bleeding, nausia, vomiting and weakness. On 6/26/84 re-
turned to surgery for the performancy of cystoscopy and fulguration.
Findings showed oozing blood from the prostate with clots in the bladder.
Patients also received 5 units of RBC transfusions. Patient was dis-
charged on 6/30/84. Medical record stated ...'"patient in pain and dis-
charging pink urine on day of discharge."

Third admission occurred on 7/12/84. same hospital and physician, at
which time the pat izLj was transferred to physician I.
license No. N.D. 9 Admitring problem was bleeding and nausea. A
culture and sensitivity was performed which grew staph epidermis.
Patient was not treated with antibiotics. The patient received two
units of RBC's and was discharged on 7/17/84. Medical record state...
"patient has urgency and discharging pink urine on morning of discharge."

NDHCRI Reviewer W
NDHCRI Physician Advisor
Date: 9/6/84

PA Comments: The last urine alysi performed for this patient showed 4+
blood. The urine alysis was performed on 6/20/84. Ther were no further
urine alysis performed on this patient for subsequent readmissions of
6/24/84 and 7/12/84, and this is in light of the fact that the medical
records reviewed document that the patient had red urine with clots.
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North Dakota Health Care Review Inc.
Incident Report to HCFA Region VilI Office

Type of incidence:

Cases where both hospital admissions are
necessary but where the second stay is a result
of the beneficiary being prematurely discharged
from the first stay.

X Cases where care is determined to be covered,
but the reason for transferring the patient is
not apparent or is questionable.

Medicare beneficiary t-b , age 60, HIC numbb u
was admitted on 5-2-84 too_
Medicare Provider number: by physician

Admitted to the hospital for treatment of an ischial rectal and bowel
anastormosis abscess, is a diabetic and has metastatic carc'nom of
colon with colostomy. Was transferred to a swing bed on 5/2/84. He
was not transferred from his initial room as he remained on Wound and
Skin Isolation. Sitz baths Tid are ordered as well as a daily antibiotic
rectal :rrigation. Has a large amount of pain received Bromptons Cocktail
prm. He also received IV fluids. Purulent drainage was noted from the
wound. Dressing changes were also ordered Tid. Was discharged 5/5/84.
This record was referred questioning the appropriateness of the level of
care as it was felt by the RS that he was receiving acute care in a
skilled care setting. The physician advisors' comments follow: "it
appears from reviewing the chart that the patient received the same care
as was given in the acute care ward. This patient should have remained
at an acute care level."

NDHCRI Reviewer
NDHHRI Physician Adviso
Date: 9/6/84
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North Dakota Health Care Review Inc.
Incident Report to HCFA Region ViII Office

Type of Incidence:

Cases where both hospital admissions are
necessary but where the second stay is a result
of the beneficiary being prematurely discharged
from the first stay.

X Cases where care is determined to be covered,
but the reason for transferring the patient is
not apparent or is questionable.

Medicare beneficiary , e 73 HiC number:
was admitted on 5-9-84 to

icare Provider o r by
physician license number N.D.

Patient was discharged 5-8-84 from an acute care to swing bed
with the principal diagnosis of diabetic, gangrene of foot. During
the acute care episode this patient had and arteriogram which
showed complete occlusion of the right femoral artery. It appears
this patient had gangrenous toes and a total occlusion of the
femoral artery and that surgical intervention was indicated. The
patient was transferred back to original acute hospital on 5-14-84
for amputation below the knee.

The findings as stated above were known to the physician before
transfer to the swing bed. It was stated in the discharge summary
from the first acute care admission that the occlusion of the right
femoral artery was evident. The physician was contemplating surgery
throughout the swing bed admission and then readmitted this patient
in four (4) days for a below knee amputation. The patient was
maintained on the same medications and regime during the swing bed
admission as the primary acute admission. It appears that the
patient should have stayed at an acute level of care throughout.

NDHCRI Reviewer _ _
NDHCRI Physician Advisor
Date: 9/6/84
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Reporting Dntc:_2_/26_/.4_

NDECRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name:… _ BRIC NO. J Age: S°

Admit Date: SIJOj _4 80op_ Nn.3SO

Physician Name!:_… .. _ ____ M.D. License No. ,

Reviewer Numbers: R.S.*_ P.A . _ Reviewed; _9 Zl-/_ 84

Incidence Type:

___A. Readmission Subsequent to a Pre-mature Discharge
_ XB. Transfer Of a Ouestionable Nature
_-C. Hospital Initiuted Denial Not Reported on Monthly List

D. Inappropriate Hosp. Snit. Den. Issued Prior to DRG ALOS

(Narrative description of the problem or discrepancy using as
accurate direct language as possible. Use physicians orders
and physiciaon advisor Dotes for- quotations where possible.)

___ .This patient was trznsferred fron the ahosoital acute care

______"The atntwas acute ill and expired after one day in the swing

-__bed Unil I havedtertined that this patient was acutely ill and should

_ _ hS&QŽS2L.L2AbtInS_£autC Wos2ital i~ ncrdins to the documentation

shnJquilti _ astis __s jn guest ins3;i I am not able to determine the

. .L.RLityof care hereceived in _the hospital prior to beinj sent to the

swin- bed where-he died. -_ _ ___

_it _ ___ton - TypeA__ _ ___ __ __ ___ __ __ __ __ __ __ __ __ __ __ __ ___ __

RegtionauOfice-yp A B C D0

Hospital A B C D
Attending Physkcian A B C D
Fiscal Intermediary H
Patient 0
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DCtAETM[NTOF HEALTH &HUMAN SERVICES oG-b

Memorandum
oCT 2 3 W4

/./ P Yc -M P L ot
F_ Richard P. Kusserow

Inspector General

*rd PIR-84-09--Inappropriate Readmission and Transfer Practicees
under the Prospective Payment System--ACTION

To
Carolyne K. Davis, Ph.D.
Administrator
Health Care Financing Administration

The purpose of this Priority Inspection Report (PIR) is to
alert you to a serious problem encountered during our
ongoing review of the implementation of the Prospective
Payment System (PPS).

I expressed my concern, as early as July 1983, that the
Medicare program and its beneficiaries were vulnerable to
abuse through medically inappropriate discharges, transfers,
and readmissions by hospitals under PPS. The Health Care
Financing Administration (HCFA) provided assurances during
the preparation of the PPS regulations that this problem
would be handled by Medical Review Entities (MREs) through
the review of 100 percent of all readmissions and transfers
and the denial of payment where appropriate.

We find that evidence is mounting to suggest abuse of the
PPS is occurring through the premature discharge and
subsequent readmission of patients in need of inpatient
care, and the inappropriate transfer of patients from PPS
hospitals to other hospitals or units. As of July 31, 1984.
1130 of these cases have been Identified by MREs across the
country. Additionally, our analysis of data from Health
Standards and Quality Bureau (HSQB) Regional Offices and
MREs indicates that the actual number of cases may be
significantly greater.

The Health Care Financing Administration has the authority to
deny payment or require corrective action on a case by case
basis, of medically inappropriate admissions, readmissions,
transfers or other inappropriate practices under the PPS
system (42 CFR 

40
5.4

7
2(e)(l). We have confirmed this with
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OGC (Inspector General Division). Yet, it appears that 9CFA
may not be taking action when encountering these problems.
Further, when it appears that a hospital is engaged in a
pattern of inappropriate admissions, that case should be
referred to the OrG for potential termination of the provider
agreement under section 1866(b) of the Act (42 CPR section
405.472(e)f3)).

It appears that HSQB has issued instructions whicb are not
in conformance with the OGC opinion. Therefore, the MR9s,
following present HSQB inaructions, are not required to take
corrective action on a case by case basis. We recommend
that BCFA ensure corrective action is being taken by
clarifying its Instructions for the ER~s. To avoid possible
adverse patient outcomes, the following actions should be
taken immediately:

1. Require hospitals to take the necessary action to prevent
or correct the inappropriate practices. Nonconforming
hospitals should be notified that continued abuse will
lead to a sanction recommendation.

2. Deny payment under the authority of 42 CPR4 0 5
-472(c)( 1 ;

a. any case involving the unnecessary admission of an
individual

b. any case involving a medically necessary readmission
which the KRE determines resulted from a premature
discharge;

c. any case involving a transfer when the KRE
determined that the transfer was inappropriate or

d. any other inappropriate medical or other practice
identified.

3. Include denials made under 42 CPR 405.472(e)Cl) on the
monthly report of medical review activity.

4. Develop a sanction recommendation when a pattern of
abuse is identified, pursuant to 42 CYR 405.472(E)(3).
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Although the 1130 cases encountered to date might representan such as $3.2 million of inappropriate payments (based on
average DRG payment of $2,820), our major concern relates to
potential patient abuses.

The impact of this type of abuse on quality is so
significant that its potential visibility could jeopardize
the integrity of the medical review process and the payment
system. Therefore, I would appreciate receiving your views
on these recommendations and feedback on any action that youplan to take at the earliest possible date. We would bepleased to meet with you to discuss this matter further if
you so desire.

The attached report, which details our findings and
summarizes several actual cases, Is provided for your
staff's review. If you or your staff have any questions
pertaining to this report, please contact Barton McCann,
N.D. of OHFI who may be reached on (FTS) 987-0831.

Attachment
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Attachment 1r 4 OfDEPARTMENT Of HEALTH A HUMAN SERVICES O N . i -,,,

OcT 3 Memorandum
D. McCarty Thorntow

Fro Supervisory Trial 'ttorney
Office of General Counsel/Inspector General Division

Soh- HCPAs Authority to Deny Payment for Individual Instancesof

Medically Inappropriate Care under The Prospective Payment

System.
-Ta

Richard P. Kusserow
Inspector General

At the last Health Care Coordinating Committee meeting, we

discussed the increasing evidence of medically inappropriate
discharges, transfers and readmissions by hospitals under

the prospective payment system. The legal question was

raised whether HCFA was the authority to deny payment for

individual instances of such behavior, or whether HCFA is

obligaLed to demonstrate a pattern of such behavior or

fraudulent intent on the part of the hospital, prior to
denying payment for any individual instances.

We have concluded that under the PPS regulations, HCFA
clearly does have the authority to deny payment in
individual instances of inappropriate medical services under
PPS, without any additional showing as to 'pattern' or
intent of the hospital to circumvent the PPS system. THe
regulations provide as follows:

(1) Denial of payment as a result of
admissions and quality review.

(1) If HCFA determines, based upon
information supplied by a medial review
agent, that a hospital has misrepresented
admissions, discharge, or billing
information, or has taken an action that

results in the unnecessary admission of an
individual entitled to benefits under Part A,
unnecessary multiple admissions of an
individual, or other inappropriate medical or
other practices with respect to beneficiaries
or billing for services furnished to
beneficiaries, HCPA may as appropriate --

(il Deny payment (in whole or in
part) under Part A with respect to
inpatient boital r ces provided
with respect to such an unnecessary
admission or subsequent readmission of
an individual; or
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- -. ... . (ii) Require the hospital to take
- - ..otber corrective action necessary to

_ . v prevent or correct the inappropriate
vpractice. - . .

-42 C. FR. S 4AS.472(e)(1). .48 Ped. Req. 39821 (Sept. 1,
1983) (emphasis supplied). As i separate remedy, BCPA B

f 1regulations provide that where ECPA finds evidence of a
-pattern of inappropriate admission and billing practices
that have the effect of circumventing' the PPS system, that
case will be referred to O1G for consideration of
termination of the provider agreement. 42 C.F.R.
S 405.472(e)(3). 49 Wed. Req. 318 (Jan. 3, 1984).

The Social Security Act contain several provisions which
are relevant to the issues discussed above.
Section 1886(f)(2) provides authority for HCA to deny
payment and require corrective action where a hospital has
engaged in an instance of unnecessary admission or multiple
unnecessary admissions, but the hospital must have acted *in
order to circumvent' the PPS method. This latter
requirement seemingly would necessitate proof of intent on
the hospital's part. However, the above quoted regulatory
provisions are expressly not based on S 1886(f)(2), but
rather on Si 1102, 18620d1-nd 1876. (See: 48 Fed. Re!.
39789). These statutory provisions, along with Si i154(a)
and 1866(a), provide a sufficient statutory basis for BCPA s
regulations as drafted.

Please be advised that the substance of this opinion was
discussed with representatives of Office of General Counsel,
ZCF1/DS Division, and that they concur.

cc: Edward Steinhouse
OGC/HCF/HDS
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Attachment 2

Priority Inspection Report - Inappropriate Readmissions
and Transfers Under the Prospective Payment System

OHFI Control No. 84-C%9

Introduction

The Office of Inspector General recently conducted an
assessment of the Medicare Prospective Payment System (PPS)
for inpatient services. We have identified a serious
problem concerning the medical review of readmiasions and
transfers.

Current instructions to the MREs (Appendix A) direct them to
deny payment for medically unnecessary readmissions and
transfers In accordance with section 1862(a)(1) or (9) of
the Social Security Act (Appendix B). However, if the care
is determined to be covered but the readmission resulted
from premature discharge or the reason for transfer was not
apparent, the iREs are not directed to deny payment.
Rather, they are directed to refer the cases to the
appropriate Health Standards and Quality Bureau (BSOB)
regional office. We believe that the regulations at 42 CPR
405.472(e)(l) (Appendix C) give HCPA the authority to deny
paymcnts and that failure to exercise that authority could
involve as much as S3.2 million in inappropriate payments.
Of greater concern, is that hospitals are not being notified
that corrective action is required to prevent or correct the
inappropriate readmission or tranfer practice. The failure
to make this point clear subjects other beneficiaries to
potential poor quality care and leads to unnecessary delays
in the sanction process whereby a provider who has
demonstrated a pattern of inappropriate practices may be
excluded from participation in the Medicare program.
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Discussion

While PP5 introduces much needed incentives for cost control
in hospitals, it also has negative implications which
result from the incentive to reduce costs per case.
This incentive may lead to problems associated with
readmissions following premature discharges, including
adverse patient outcomes and additional DRG payments for the
continued treatment of the same medical condition.

The incentive to reduce cost per case also encourages the
transfer of patients from PPS hospitals to other PPS
hospitals or to PPS exempt hospitals and units. This
practice also may lead to adverse patient outcomes in that
patients may be subjected to unnecessary risks during the
transfer process and, once transferred, may not receive the
proper level of care. As a result of the current PPS
transfer policy, when this occurs, additional payments are
made depending on whether the transfer was to another PPS
hospital or to an exempt hospital or unit.

The Legislative History of the Social Security Amendments of
1983, P.L. 98-21, (Appendix D) clearly indicates that the
Congress recognized these potentially negative incentives
and intended the Secretary to deny payment for such
admissions or to require the hospital to take corrective
action.

It was the understanding of the OIG that the mandated 100
percent review of all transfers and readmissions (within 7
days of discharge), which HSQB requires of MR.Es, was
intended to identify unnecessary admissions, readmissions,
and questionable transfers and was intended to result in
denial of payment or corrective action. We have learned,
however, that no such action is taking place and that the
cases are simply being referred from the MREs to the HSQ8
regional offices. According to the August 15 'Report on
PPS Monitoring Activities' from HCFA's PPS Monitoring
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Committee, a cumulative total of 23,293 transfers have been
reviewed and 898 denied. In addition, 58, 831 readmissions
have been reported with 45, 484 reviewed and 1579 denied.
These denials are being made in accordance with section
1862Cae)1) or (92 of the Act and are based on determinations
of reasonableness and medical necessity. The report does
not include cases which the MREs have reviewed and referred.
to BSQB regional offices. However, the data is being
collected and, as of July 31, 717 readmission cases and 413
transfer cases have been referred. Based on an average DRG
payment of $2820, these 1130 cases could involve as much as
$3.2 million.

In meetings with HSQS we learned that the authority to deny
payment or require corrective action is not being exercised.
We were informed that the reason for this stems from their
opinion that individual cases of inappropriate readmissions
and transfers may not be denied. They believe that action
may be taken only when it has been determined that the
hospital has engaged in a pattern of inappropriate
readmissions and transfers.

We disagree with that position and have been advised by the
Office of General Counsel that the regulations at 42 CFR
405.472(e)(1) (Appendix C) indicate that action may be taken
en indiv.d:-l cares.

We have reviewed a amall sample of cases and have determined
that HCFA must take immediate corrective action to exercise
its authority. Our review confirms that the potentially
negative impact of PPS on quality is occurring and that
providers are taking actions to circumvent the intent of the
payment system. The following is a brief summary of several
of these cases:
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1. Patient G.R. 86 year old male

o Admitted to hospital 12/31/83 for unstable angina,
congestive heart failure, chronic renal failure.

o Transferred to exempt rehabilitation (rehab) unit of the
same hospital 1/31/84 although the rehab
physician described him as 'extremely unstable.

o Readmitted to the hospital from the rehab unit after
4 days when he developed septicemia.

o Transferred back to rehab unit 2/16/84 for 12 days.

o Readmitted to hospital 2/28/84 because of
progressive renal and heart failure. -

o Expired 3/8/84.

o This case resulted in 3 ORG payments and 2 payments
under cost reimbursement methods.

2. Patient J.H. 70 year old male

o Admitted to rehab unit 2/6/84 after a stroke.

o Transferred on 2/26/84 to intensive care unit of the
same hospital after an acute right iliofemoral
arterial occlusion with impending gangrene. Stayed
in ICU for 1 day. The patient's family refused to
give permission for surgery.

o Transferred back to rehab unit on 2/26/84 with
temperature 102.4-, CVP line in place, on antibotics
and heparin.

o Expired in rehab unit 2/28/84.

o This resulted in 1 DRG payment and 1 payment under
cost reimbursement methods. The second rehab
admission was questioned for failure to meet
coverage requirements.
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3. Patient D.S. 69 year old female

o Admitted 2/19/84 with influenza. Discharged
2/22/84.

o Readmitted 2/27/84. Attending physician note states
*she was readmitted 'having left before she was
really well enough to go home.'

o This resulted in 2 DRG payments.

4. Patient A.W. 71 year old male

o Ad.itted 2/11/84 for transuretheral bladder tumor
resection.

o Discharged 2/14/84. Had not had bowel movement
after surgery.

o Readmitted same day with abdominal pain secondary to
constipation.

o This resulted in 2 DRG payments.

5. Patient C.M. 95 year old male

o Admitted 12/8/83 with back pain secondary to a fall.
Noted to have a urinary tract infection (UTI).

o Discharged 12/11/83 on oral antibiotics.

0 Readmitted 12/13/83 for 'definitive treatment of
OT I.'

o Discharged 12/16/83.

o This resulted in 2 DRG payments.

59-303 0 - 86 - 6
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Conclusions

o Abuse of the PPS is occurring through the premature
discharge and subsequent readmission of patients in need
of inpatient medical care and the inappropriate transfer.
of patients from PPS hospitals to other PPS bospitals or
to exempt hospitals and/or units.

o We believe that the authority to deny payment for these
practices is not being exercised as a result of the view
of the HSQB that individual cases may not be denied.

o Based on the opinion of the of the Office of General
Counsel, we believe the authority exists for RCA to deny
payment or require corrective action on a case by case
basis.

Recommendations

We recommend that HCFA immediately direct the XREs to take
the following actions in regard to inappropriate
readmissions and transfers:

1. Deny payment under the authority of 42 CPR
405. 472(e)tl1)

a) any case involving the unnecessary admission of an
individual;

b) any case involving a medically neceassary readmission
which the MRE determines resulted from a premature
discharge;

c) any case involving a transfer when the MRE determines
that the transfer was inappropriate; or

d) any other inappropriate medical or other practice
identified.



159

2 Require the hospital to take the necessary action to
prevent or correct the inappropriate practices. The
hospital should also be notified that continued abuse
may lead to a sanction recommendation.

3 Include denials made under 42 CFR 405.472(e)(1) on the
monthly report of medical review activity.

4. Develop a sanction recommendation when a pattern of
abuse is identified, pursuant to 42 CFR 405.472(E)(3).
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b. Transfers

Identify a11 cases Snvolving transfers to exept distinct
prychiatric, rehabilitation, and alcohol/drug treataent units and
swing bed reimburseaent in acute facilities. These Cases are to be
identified because the transfer ;onstitutes a discharge- and
'admssion * thereby triggering a second payment opportunity. When -

the date of admission for the second-ekse Is the *me as the date of
diacharge for the first case, the second case is subject to medical
review to determine whether the second admission as medically
necessary and appropriate.

Zxampt distinct units of acute hospitals are those which have been
assigned separate provider numbers. Theme units can be identified by
the following alpha codes in the third position of the provider
num be r:

S - exempt distinct psychiatric units;
T - exempt distinct rehabilitation units;
U - exempt wing beds; and
V - exempt alcohol/drug treatment units.

The regional office will notify the PSR0 qf those units which are
exempt from PFS.

1. Identify all cases involving tranasfers to psychiatric units
which are distinct parts of acute hospitals and which have been
determined to be exempt from the FFS.

a. Identify cases containing so ICD-9-CH psychiatric code
other than those listed below and. uring appropriate
medical records, manually review every 10th case (selected
randomly) for each hospiral.

2900 29010 2911 291 --

2939 2949 30000 30390

30391 30392 30393 3109

317 3180 3181 3182

319 V6289

b. For cas showing the diagnostic codes listed above,
review every case using appropriate med itl recoilsd. Cases
with these codes are to be revieved as these codes are
generally reflective of organic brsin prncesses rather than
psychiatric diagnoses.
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C. Identify all cames that do not show valid ICD-9-Ci
psychiatric code. Request appropriate medical records and

review every case.

d. MaKe a determination about the medical necessity and

appropriateness of the admission. The admission must be in

cmpliaSnc with Section 1862 (W)(M) or (9) of the Act. If

sr is determined chat the care Sytncovered and denied.

make a recameodation regarding the application of the

waiver of liability provision (Section 1879 of the Act) to

the intermediary.

(1) The case must show that the principal diagnosis

is psychiatric in nature and that the patient is

receiving ective psychiatric tre-ament.

(2) Report quarterly to the regional office any

questtonable cases, where a denial cannot be made but

the reason for the transfer is questionable.
Starise the problem including specifics as to how

often the problem has been identified.

e. If, over a calendar quarter, a significant pattern of

unnecessary transfers to eempt psychiatric units Is

identified increase the review for the next quarter to

iuuu of psychiatric transfers. A significant pattern-

occurs when 2.52 of the sempled transfers to a psychiatric

unit of an acute hospital or three cases (whichever Is

greater) are found to be unnecessary. As an alternative,

identify all subcategories which have a 2.52 or three case

error level (whichever is greater). The review of all much

subcategories can then be substituted for 100% review. If.

in subsequent quarters, the nsmber of uwnecessary or

inappropriate admissions to exempt psychiatric units of

that acute hospital as compared to the total numer.nf such

admissions to exempt psychiatric units of that hospital is

less than 2. 5S or three cas as, review as outlined In
Section ;. S. 1. a.

2. Identify all cases involving transfers to rehabiltsation

units which are distinct parts of acute hospitals and which have

been determined to be except from the PPS.

Using the appropriate medical records, review each cae *nd sake

a determirt ion on the medical necessity and appropriateness of

the admission (i.e., whether or not to deny the admission

consistent with Section 1862(a)(C) or (9) of the Act). If it is
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deteruined that the care In nmocovered and denied wake
recoendation regarding the application of the &Saver of
liability provision (Section 1879 of the Act) to the
intermediary.

3. Identify all cases Involving transfers to alcohol/drug
treatment units which are distinct parts of acute hospitals and
whch have bena determined to be exeipt from the FPS.

a lequest appropriate records.

b Review awry case and wake a determlnotion about the
aedical necessity and appropriateness of change In payment
status (i.e.. whether or not to deny consistent with the
Section 1562(a)(1) or (9) of the Act.) If it is determined
that the care is noncovered and denied, wake a
recendation regarding the application of the velver of
liability provisaon (Section 1879 of the Act) to the
Intermediary.

4. Identify all cases involving transfers to sving bed
reliburserent of acure hospitals. which are exempt fr=m the PPS.

a. Request appropriate records.

b. Review every case and make a determinarion about the
medical necessity and appropriateness of change in pay-ent
atatus (i.e.. whether or not to deny consistent with the
Section 1862(a)(1) or (9) of the Act.) If It IS determined
that the care to nonncovered and denied, sake a
recomendation regarding the application of the vuivar of
liability provision (Section 1879 of the Act) to the
intermediary.

If a pattern of excessive nusmbers of unnecessary transfers to
psychiatric, rehabilitation, or alcohol/drug treatment nniti or changes
to suing bed reimbursement Is identified, develop a sanction
recoendation.

C. Transfer from a FPS Hospital to any other Hospital.

Identify all cases Involving transfers frtu a FPS hospital to way
other (PPS or nor-PPS) acute hospital. Most cases can be Identified
retrospectively through the PSRO's data system Since tbe hospital
Is required to ask the patient or his/her family If (e)be has been in
an Institution In the last 60 days, the hospital will notify the PSFD
of such transfers, If the PSRO data system is unable to Ldincify such
transfer cases. (When a beneficiary is transferred from a
prospective payment hospital to any other FPS hospital, do not
consider this a discharge from the transferring hosptcal.)
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1. Using the approprfste medical records, make a determlns:ion

as to medical necessity and appropriateness of the admission to

the reetiving hospltal (i.e., whether or not to deny the

admission consistent with Section 1862 (o)(1) or (9) of the

Act). In addition, validate the disgnostic and procedural

informat:on if the receiving hospital is under FPS.

2. If it is determined that care is norcovered and deried. rake

a recomraendarton regarding the appLication of the vniser of

Liability provision (Section 1879 of the Act) to the

intcesed iany.

3. Refer to the regional office any caes where care is

determined to be covered but the reason for transferring the

patient is not apparent or is questioable. Include specifics

of how often this problem (or potential) problem has been

Id entifled.

D. Admissions witMhn Seven alerdar Dsys of Diseh rge from an Acu

Faci lit,

Identify a11 cases involving sueequent admissions to any acute

hospital (i.e., FPS or mn-PPS) within 7 calendar days of discharge

from a FPS acute care facility. (Do not count the day of discharge.

nor.the day of admission. For exsample, the 7-day provision would be

in effect when the patient is discharged from the hosoital or June I

and (re)admitted on June 9.)

Host cases can be identified retrospectively through the PSO dota

system. Since the hospital Is required to ask the patient or his/her

fc1ily if (s)he has been In an institution in the last 60 days, the

hospital will not ify the PSRO, if the PSFD data rstat is unable to

Identify rich cases.

1. Review tie case for the previous admission in conjunctiOn

with the quescioned case if the tic hospitals are in the *ae

PSR0 area. If the two hospitals are ot in the "me PSRO area.

do not review further unless the casC is questionable or is

under revie. for other reasns.

2. If diagnostic data supports a decision that the two

confieents are not related (e.g.. om is for a fracture4

femur, and the other is for a cholecystectosiy), no further

review Is necessary.

3. If the t- confinementa c'uld possibly be related, review

every case using appropriate aedical records to determine If the

patient wa. prematurely discharged fros the prior confinement,
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thua cauding the repeat ndmJssion. Perform a*na sis relavant to
stay at first hospital to determine cause(s) and breadth of
problem( a).

Where an adisaston was found not to be accessary or
appropriate. deny the case and make a recoendation regarding
the application of the waiver of Liability provision (Section
1879 of the Act) to the intermediary

5. If the camber of tnneeassry admisstona to a hospital within
7 calendar days of discharge frcm a FPS hospital divided by the
total admissions within seven calendar days of discharge from a
PYS hospital revieved from that hospital is 2.5% or three cases
(whichever is greater). review every such case in the following
quarter, Including those where the 2 stays iovolee hospitals
which are not In the s"ae YSRO area.

6. Institute quality review studies where a problem (e.g..
premature discharge) is identified. (See Transmittal Number
100.)

7. Report to the regional office soy cases where both admissions
are neceasary, but where the second stay is as a result of the
beneficiary being prematurely disch rged from the first star.
suzmariring findings. When a pattern of such abuse is
identified, develop a sanction recosendation.

SI. InvasIve Diagnostic and Therapeutic Procedure Review

The performance of invasive diagnostic and therapeutic procedures may
affect DR. classifications thus leading to Increased reimbursemnt.
Therefore, review all areas involving invasive diagnostic or
therapeutic procedures where PSR0 data his identified a mubstantial
problem-

A. Review every cae involving permanent pacemaker Insertion using
appropriate medical records.

S. When the procedure Is found not to meet the PSR0 criteria.
the physician reviewer/advimar will determine If the procedure
was unnecessary. If the procedure is/was found to be
unnecessary, deny the procedure and notify the affected parties.

2. If the teview is retrospectise (i.e., after the pacemaker
h-s been Inserted), notify the Intermediary so that the DFZ can
be (re)caleulated excluding the procedure.



165

620 SOCIAL SECURE ACr- 1562 a)

medical care to the individual at the time the individual makes an
election to receive hospice care.

(4XA) An enrtty which is certified as a provider of services other
than a hospice program shall be considered, for purposes of cer-.ifica-
tion as a hospce program. to have met any requirements under
paragraph (2) which are also the sane requirements for certification
as such other type of provider. The Secretary shall coordinate
surveys for determining certification under this title so as to provide.
to the extent feasible, for simultaneous purveys of an entity which
seeks to be certified sT a hospice progrT and as a provider of
services of another type.

(B) Any entity which is certified as a hospice program and as a
provider of another type shall have separate provider agreements
under section 1866 and shall file separate cost reports with respect to
costs incurred in providing hospice care and in providing other
services and items under this title.

ZXLUSIONN rWoX Vo Art

Ssc. 1862. E42 U.S.C. 1395y] (a) Notwithstanding any other
provsion of this title, no payment may be made under part A or part
Bfor ny expenses incurred for items or services-

(MXA) which. except for items and services described in sub-
paragraph (B), (C). or (D)', are not reasonable and necessary for
the diagnosw or trentment of.illness or injury or to improve the
functioning of a malformed body member,

(B) in the case of items and services described in section
1861(sXlO). which are not reasonable and necessary for the
prevention of illness, *,

(C) in the case of bospice cam, which are not reasonable and
necessary for the palliation or.management of terminal illness,'
and

(1)1 in the case of clinical care items and services provided with
the concurrence of the Secrery and with respect to research
and ezperimentation conducted by. or under contract with, the
Prospective Payment Assessment Conmmision or the Secretary.
which are not reasonable and necessary to carry out the pur-
poses of section 1886(eX6?

(2) for which the individual furnished such items or services
has no legal obligation to pay, and which no other person (by
reason of such individual's membership in a prepayment.plan or
otherwise) has a legal obliation to provide or pay for.

(3) which are paid for directly or indirectly ay a governmental
entity (other than under this Act and other than under a health
benefits or insurance plan established for employees of such an
entity), except in the case of rural health clinic ervices. as
defined in section 1861(aaX1). and in such other cases as the
Secretary may specify

*P.L 3l21. WitruIL arut -M ocr aM wbitc~d 111. (CW or tD)-. Keen<%IW ath

Mtpscy to no"d _ui-nm fAweJwd by or wbdit O arng.-nu .UJ% * hqmrai branns4 .Lb
in rv o p.rld at bqans on or after Ocobr i. 1903.
'PL. 9 1;. Iad pareraph t it, t,". Ford t. ia dI. _ ?.L t-

Us. -T Lquate and Furl R4.pl*t Atit d( IMZ 1gS1%bii. L91.
P 96'1. 0iflfik added subp rOgrph (Dk Catei_. mth no.?¶ to itsam Wi _

hoo .d by or under Gru Lath a hoo t th a roe CE n pee s

WLM _q - or Aftr Oa. 1 1
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(4) which are not provided within the United States (except for
inpatient hospital services furnished outside the United States
under the conditions described in section 1814(f) and. subject to
such conditions, limitations, and requirements as are provided
under or pursuant to this title. physicians' services and armbu-
lance services furnished an individual-in conjunction with such
inpatient hospital services but only for the period during which
such inpatient hospital services were furnished)

(5) which are required as a result of war, or of an act of war.
occurring after the effective date of such individual's current
coverage under such part;

(6) which constitute personal wmfort'items (except, in the cas
of hospice cre, as is otherwise permitted under paragraph
(1XC))';

(7) where such expen are for routine physical checkups,
eyeglasses or eye examinations for the purpose of prescribing,
fitting, or changing eyeglasses, procedures performed (during the
course of any eye examination) to determine the refractive state
of the eyes, hearing aids or examinations therefor. or immutni-
tions (except as otherwise aowed under section 1861(sXlO) and
paragraph (IXBP)P);

(8) where such expenses are for orthopedic shoes or other
supportive devices for the feet;

(9) where such expenses are for custodial care (except, in the
case of hospice car, as is otherwise permitted under paragraph
(1XC))';

(10) where such expenses are for oosmetic surgery or are
incurred in connection therewith, except as required for the
prompt repair of accidental injury or for improvement of the
functioning of a malformed body member

(11) where such expenses constitute charges imposed by imme-
diate relatives of such individual or members of his household;

(12) where such expenses are for services in connection with
the care, treatment. filling, removal, or replacement of teeth or
structures directly supporting teeth. except that payment may
be made under part A in the case of inpatient hospital services
in connection with the provision of such dental services if the
individual, becatse of his upderl!I ng medical condition ind
clinical status or because of the severity of the dental
procedure,.,, requires hospitalization in connection with the
provision of such services;

(13) where such expenses are for-
(A) the treatment of flat foot conditions and thq precrip-

tion of supportive devices therefor,
(B) the treatment of subluxations of the foot, or

'P.1.. 57-US. 1Th!K2). ;w~gad 't~gwpt. m tk,.in of hmp8.cm. _. is saw i w t2!
m*e. pacragipior. Far th offotnew daw. m. _L n744S. Taz Equty atd FaraM77wyaAM DIM- 1, 2thile, r {"'II. 55411. =1tL3ta ri nw8 rYt - eive af o.. w .o 15 4-tO md

ilzq Act 1 11-h ftet, iNtWWK Motge"1110
Pwatj C{llr.r'te.. on. mud appd~mbte to MfflCC urohnd on or ahtw. July 1. I191.

oert.~ "toutl the ofam m -tprP, OLw. -e a _m,_. permstted
nu cer p~t~trm~h 4,1 'Cit Tot the .Ehclvw da4m. me _L 744 "1L n sEqutr &ad FoLE
37in'mbeW y Act mt It. lItit blt~ 71.

eamewud -w becao o. svth -wsk y the CtA p&Wuu P .' . .Eeta
r ct t mtwu" d . w ofter July 1. 1#1.

'As as art. Os comm A l -.
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SOCLAL SECURITY AIENDNMEN-S
P.L 96-21

to estimate national effects. Michigan aonta for -si1t5 per-
=nt of GA expenditure nationwide.

T. Estimate comparison: None.
8. Previous CBO esamate: None.
9. Estimate prepared br- Stephen Caikind. Malcolm Curtis

Richard Hendrix. John NavtiL Janice Peskin. Roger Hitchmer,
Kathleen Shepherd (2-2S220), James Nason (22-2689).

10. Estimate approved by. -. * -
C. G. NucXQLS

(For James L Blu=m Assistant Director for Budget Anslysis)

V-ar0 or Tz Coiai-rzz . -

In compliance with paragragph 7(c) of Rule XXVI of the Standing
Rules of the Senate. the following statement is made relative to the
vote by the committee on the motion to report the bill S. 1, as

amended. was ordered favorably reported by a vote of 18 yes, 1

(page Sol

REGULATOrY biAcTr STAT . '

Becsu-e of the urgent nature of this legislation and the necessity
for prompt action to assure the financial solvency of the social se-

curity program, it is necessary to dispenae with the requirements
of paragraph 12 of Rule XXVI of the Standing Rules of the Senate

relating to regulatory impact statements as is pravided for in the
last sentence of such paragraph-

.0 - - . .S

HiOUSE REPORT NO. 9S-*. PAR I

The Committee on Ways and Means to whom was referred the
bill (H.R. 1900) to asure the solvency of the Social Security Trust
Funds. to reform the medicare reimbursement of hospitals. to
extend the Federal supplemental compensation program, and for
other purposes, having considered the same, report favorably there-
an without amendment and recommend that the biWl do pass.

L PURPOSE AND SCOPE

Tb. Social Security Act Amendments of 1983 include amend-
ments to the social security, medicare, supplemental security
income and unemployment compensation progras. The prima7

focus of your Committee's bill is on restonng the financial sound-
Dess of the old age and surviors insurance (OASI) proeram. which
Is facing severe cash shortfalls over the next 7 rears. The Congress
took major steps in 1977 to address the financing crisis facing the
social security system at that time. and to reduce the long-term
deficit projected for the xezt century. However. the performAnce of
the economy during the period since 1977 has resulted in an ven
more sevre short-term financing shortfall for the OASI program

010
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[page 14.]
Your Comittee's bill would provide for the same procedures for

admirrative and judicial review of payments under the prospec-
tive system as is currently provided for cost-based paymen. In
ge:eral, the same ornditionx which now aply for review by the
PRRB amd the court&, would contioue to epply.

With respect to administrative and judicial review, your Commit-
toe's bill would permit review except In the narrow cases necessary
to maintain budget Deutrality and avoid adveruely affecting the es-
tablishment of tae diagnosis related groups, the methodology for
the cLasification of diwchrg= within such group. and the appro-
priate weighting of such groups.

I~t ie the pxrpse of your Committe'es bil to eftablish a propec-
tire payment system for medi . The prospective payment will
no longer have any relationship to a hospital's actual costa Thus, it
Se your Cornmittee'e intent that hospital would not be permitted
to argue that the eel of the .payment which it receives under the
syrtem is inadequate to co Cor ib c

The Seretary would be rquired by your Committee's bill to es-
tablish payment umount, in fisa 1984 and 1985 at a level which
will cause the system to be budget neutral in relation to current
law. Of necesity, this limitation, will require the Secretary, after
taking into unt adjustment required under the system, to

lhange the basic payment rate to a level which will rsult in
budget neutrality. For example, the Secretary might set the rate at
102 percent rather than 105 percent of the mean. The altering of
his basic payment rate to achieve budget neutrality is not rtviewa-

ble.
Your Committee bill precludes review of the etablishment,
~ethodology and weighting of diagnosis related group. because of

the compleity of such acton and the necesity of mairntainin a
worrable psyrnent system. Thus, neither the definition of the dif-
fent diagnosis related group., ttheir weizhts in relation to each
others nor the method used to assign discharges to one of the
group. would be reviewable Whether there was an error in human
,iudgent in coding an indiidual patient's me would be review.-

T. ADbKONB AND qUALrT aZvw
Ile Secietary would be required to establish a nsytem for moni-

toring udmisious and dischargas of both hospitals receiving pro.-
Doctive payment and of hoopitals eempt from prospective payment
ht continuing to receive payment under the growth rate limita-
tions. In tli-hg such a system, the Secretary could utilize the
Health Care Financing Admimistration, mdicare intermediaries-
or profisxional standards reVw orgpnIZtions/profesuional review
organizations (Le. a utilization and quality control peer review or-
ganization with a contrat under pat B of title XI) or other medi-
cal review organization to review admisos, discharges, and qual-
ity of care for medicare inpatient hospital aervio

In addition. horpitals would be required, as a condition dtf pay-
ment under medicare, to enter into, and maintain. an agreement
with a utilization and quality control peer review organization
which h a contract with the Secretary under part B of title Xl to

362
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perform review of admisions, discharges and quality of care with

respect to medicare inpatient hospital iervices. the provision

would be effective October 1,1984.
Under the Tax Equity and Fiscal Responsibility Art of 1982 title

XI was revised to require the Secretary to contract with peer

review organizations in each area of the country. Subject to certain

conditions, the Secretary is permitted under title XI to determine

which organization in an area will conduct the most effective

review. While the new provisions of title XI became effective Octo-

ber 1, 1983. the Secretary ha not yet entered into any agreements

under this law. Your Committee's bill would make it clear that the

Secretary must bgin entering into Contracts with review organiza-

tions under title I.$f the crtary has not entered into a con-

tract in an area with an organization, there will be no designated

organization with which a hospital can enter into an agreemenL It

is the intent of the provision, that, if there is no designated organi-

zation, the hospital will not receive payment under medicare.

Your Committee believes that the new prospective payment'

sstem requires a strong system of medicare review and that title

VI is the appro prte mechanism for that review. The Secretary
has auple time bore October 1. 1984. to implement title X: with

no adverse effect on medicare payments to hospitals.
Under title XL medicare intermediaries may be designated as

review organizations- but only beginning 12 mnonths after the Sec-

retary has begun to enter into contracts under that title. This

delay was intended to provide a preference for medical review orga-
nizations. There is concern that the 12 months will not have run

before the effective date of your Committee's provision (October 1,

1984). Thus. your Committee's bill provides that the 12 month wait-

ing period for intermnediaries to qualify as review organizations (Ls

specified id section 1153tbX2)) will begin to run on the date on -

which the Secretry begins to enter into contracts or on October 1.

1983, whichever is earlier. This would isnure that the waiting
period would be complete by the effective date of your ComMitteeas
provisions.

Concern has been expressed regarding the function and duties of

medicare intermediaries in their continuing capacity as interme-
diaries ( opposed to their role as review organizations) and their
interaction with designated review organizations Therefore. your

Committee wishes to make it clear that medicare intermediaries
will continue to gather, review and analyze medicare cli; data

To minimize the administrative costs of the medicare program. the

Intermedary will supply such information and in such a format, as
defined by the Secretary, as is necessry to support the review or-

nization (des' ated under title XI) in Its review function- This
could include collection of claims data by diagnostic code. by pro-
vider. by patters of ad=i4ion. or by any other format deemed nec-
asary to support the reri organization. _-x

The Secretary woid 1* authorized to diallow- P yment and/or
terminate participation in edicare or require aospital to take

corrective actions, where a provider is determined to be engajed in

aberrant or unacceptable practices. Specifically. your Committee's
bill provides that, if the Secretary determines that a hospital, in
order to circumvent the prospective payment method or the rate of
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(pace 1Its
growth limitations, has taken an action that rtsult, in the admiis-
ion of medicare beneficiaries unnecesarily, or which results in

unnecssry multiple admissions of medicare beneficianes., or re-
sult. in iapproprnate medicae or other practices, the Secretary
may (1) deny payment, in whole or in part. for such admission, or
(2) require the hospital to take correcuve action. Your Committee
wishes to make it clear that any denial of pa)yment or termination
which occurs under this provision will be subject to the same rights
af appeal as provided urnder current law.

Because prospective payments will be made on a pr admiion/
per discharge bais, your Committae is concerned t there may
be an incentive for hdspitals to increase their admismions or reduce-
the quality or avaiiability ofcare. Accordingly, the Secretary would
be provided with this additional authority to deny payment or ter-
minate providers where they are determined to be engaged iD- un-
acceptable practices relating to admissions, lengths of stay, quality
of caje or other forms of circumvention of the payment system.

Tle Secretary would also be required to study and report back to
the Congres before the end of 1955 on long-range policy changes to
imnit increse in admisiona rsulting from the prospective syutem-

The Secretary would be required to include anal)ses and recom-
mendations on a4justment. to the DRG payment rate for inciemsed

dmisions (much as a volu~me adjustment) and to report on the de-'Threlopment of administrative systems, such as pre-admission certifi-
Lcation. to minimize the incentive to increase adimission3.

,, StAtl OST OONTROL 1PPOGLA.M

Under current law, the Secretary har the authority to establish
medicare demonstration projects. The SecretUry has used this au-
thority to establish State-wide demonstrations for payment of hos-
pital services in four States-2Mryland. New Jersey, New York,
and Massachussett.

In addition, the Tax Equity and Fical Responsibility Act of 1992
(TEFRA). authorized the Secretary to make medicare payments
under a cost control system established in a State if certain condi-
tions were meL While the provision was effective October 1, 1982,
the Secretary had not entered into any agreements with States
under this authority as of March 1. 1983.

Under your Committee's bill, the Socretar would be authorized
to approve a State cost control tem (. nt a medicarm
waiver) if five conditions were meL For those States which current-
ly have an agreement with the Seretary, the Seretary would be
required to continue the State program. upon the expiration ofthe
agreement, if. and for so long as, the five conditions were meL
Where any other State system met the first five wriditions and mix
additional conditions, the Secretay would be required to approve
the State program.

Your Committee's bill provides that the Secretary would be au-
thorixed, at the request of a State, to make medicare payments if
the following conditions are met (1) the system applies to substan-
tially all arute-care non-Federal hospitals in the State; (2) the
system applies to the rmiew of at lean 75 percent of all rtevenues
or expenses in the State for inpatient hospital services (including

364
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Congre Ls now poised to take the politically exMdient way out
by merely endorsing the Commim on racommene tiona with vnr-
tually no change.

Make no mistakte. 'Me undersigned arm totally committed to the
necwity of restoring solvency to the Social Security system upon
which to many Anericans depend. We ame not. however, willing to
abicte our principlex ores aosuibility fior the sae of helping
Congres aoi its legislative role Ln this i ue.

It is unfiortnate that our desire to asure the solvncy of Socil
Securi into the future cannot be matcbad by a cnldence that
this biacoomplishes that goaL

BILL AROE

* * * . . . S

PI CwX

* . . . . . . ..

- HOUSE CONFEREINCE REPORT NO. 9W47

(page 'Is]
JOINT EXPLANATORY STATE OF THE C)MMMTEE OF

CONFERENCE

The managerr an the prt of the House and the Senate at the
conference on the disagree votes of the two Hou on the
amendment of the Senate to the bill LR. 1900) to assure the sol-
vency of the Social Security Thust Funds, to reform the Medicare
reimbursement of hospitals, to extend the Federa supplemental
compensation progrm. and for other purposes, submit the follow-
ing joint statement to the House and the Senate in explanation of
the effect of the action aread upon by the managers and m
mended in the accompanymng conferenc report

The Senate amendment struck out All of the House bill after the
eninz clause and inserted a substitute text.

Sbe Rouse recedes from Its disagreement to the amendment of
the Senate with an amendment which is a substitute for the House
bill and the Senate amendment. The differences betwen the House
bill, the Senate amendment. and the substitute agreed to in confer-
ence are noted below. except for clerical corrections,-conforming
changes made neceary by areement ach ed by the conferees.-
and minor drafting and clariing clanges

L RO VISIONS AITECTDNG THE F4ANCJNG OF TIM SOCLAL SErZrTY
6~~~YSTEM

L Erm~ of Ga-ru
a. Fede empla-

Z T war Lio Of rMg by SWt An 1afal gVw4nMw - IS

404
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Ti rseta7r

Officr of lt-al 2Y T

Proposed Policy for i'elii. rth 'r-vitnrc ',:Ich-'res in'! Inappropr
4

t'e
Trainsfers and RhndMitlssns

Aacoc-ite orcional \.'r'ainstrirors
Health Standar1s an1? Qn:t!t-
Ri zIons I-::

An a-rnef at o-jr nnct'lf- o'i n2-)!-lhcrr 1', I am s-in'!.n- the attachled
proposed poltcy state-vent to voUn for your reactions. *Ic think the steps
outlined In th- iner -ire reri-inihi nat' le'lalv supportable. I'd 1ke
your thouflhts on her they ^re !iorkable in the iO setting. .le
.cctft-.a' lv l onI-l' ''-a "or a 'vie on -7iac sol eonnrtituto * pronature
discharga or tvnkpypropr:.ate tr-;ester.

Afte.r *re rcceiv. 7-uir cs:-*ntt ;r:' -.^al r-tt' the Off c^ of General
Couns"l on those inewf-'. -./'12 e real rour con-tnued asisjtance by
fornr"'ln.t caies t- *: Iitchl -i ic i -in, -is c:v-inleo of -rhv premature
disciarSos an.l tnanpronrtate tr.n,'er-i -ire a problem that must be
addressed1. Pl-.are .-in' t-711r rie-e to 7a-r 7erry with4.? 1 days o!
rece pt of this -,naorednihn. I' -i 'invp any qiv~sttons, '!ra. Terry can he
reac;1eol on *

A coefcrence cell 1kqn ac: wi;' 'r '9"' .'. eastern tine vovc-ihc 7
to dficuss tha crtterri tha t "r ere-t .Fts !rive been ustng to '1-enti-y
n7renattxiro *'inch.r-n ~.

Attr.c'rinnt

cc: All Regional Administrators

HSQB:DRP:K.Terry:G.Zelinger:gls:9/24/84:1590A:Revised:lJ.Needel
gls:10/9/84:Revised :K.Tcrry:.ls:l015/84:Final:Revised:K.Terry
glAslO/19/84:Revised:A.Lazar:gls:10/2?4/84:Revised:A.Lazar:gle
10/25/84
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PRA Policies for Premature Discharges, Transfers, and
Inappropriate Readaissions

1. Issue:

How can H1CFA remedy the problems of hospitals 'gamzing the PPS
system and endangering lives through premature discharges.
tranafers and inappropriate readmissions?

11. Applicable Statute

A. The Social Security Amendments of 1983, Pub.L. 98-21 (the PPS
statute) amended the following sections of the Social Security
Act (Act) relative to PRO review.

1. Section 1866(a)(1)(F)

Section 1866(a)(1)(P) requires hospitals to contract with
PROs to review:

o the validity of diagnostic and procedural information
supplied by the provider;

o the completeness, adequacy and quality of care provided;

o the appropriateness of admissions and discharges; and

o the medical necesaity and appropriateness of care
provided or proposed to be provided for which payment is
sought on an 'outlier' basis.

2. Section 1886(f)(2)

In its report on the prospective payment legislation, the
House Committee on Ways and Means ststed that because
prospective payments will be made on a per admission/per
discharge basis, the committee was concerned that there may
be an Incentive for hospitals to increase admissions or
reduce quality of care. Section 1886(f)(2) requires that

-if the Secretary determines, based upon Information
supplied by a Utilization and Quality Control Peer
Review Organization under Part B of Title XI that a
hospital, in order to circumvent the payment
method . . . . has taken an action that results in the
admission of individuals, entitled to benefits under
Part A unnecessarily, unnecessary multiple admissions or
other inappropriate medical or other practices, the
Secretary may-
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a. Deny payment (in whole or in part) under Part A with
respect to inpatient hospital services provided with
respect to such an unnecessary admission (or subsequent
admission of the same Individual; or

b. Require the hospital to take other corrective action
necessary to prevent or correct the inappropriate
practice.'

We are Interpreting this to apply both to readmissions to the same
hospital and to transfers to another PPS hospital or distinct part (e.g.,
psychiatric, rehabilitation, etc.) of the same hospital.

B. Section 1156 of the Social Security Act

If a PRO determines that a practitioner or provider has failed
in a substantial number of cases to comply substantially with
statutory obligations regarding provision of care to Medicare
beneficiaries, or has grossly and flagrantly violatedany.
obligation, the PRO must submit a sanction report and;i-
recommendation to the Secretary. If the Secretary agrees with
the PRO's recommendation, the Secretary may exclude the
provider or practitioner from participating in the Medicare
program.

Ill. Nature of the Problem

We are becoming increasingly aware, through reports submitted to
regional offices by PROs and through other anecdotal evidence,
that some hospitala are circumventing the prospective payment
system through inappropriate transfers, inappropriate diagnostic
testing, and premature discharges, leading to readmissions.
Although collection of actual cases and data analysis continues,
we believe there is strong enough evidence at this point that
Inappropriate transfers, premature discharges and other
inappropriate readmissions have occurred-that patients have been
harmed, and/or -gaming' of the system has occurred.

IV. PRO Review Policy

Medical Review Entities (MRZs) are presently reviewing all
transfers from PPS hospitals to: PPS-exempt rehabilitation
units, alcohol/drug treatment units, swing beds, end other

- 2 -
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hospitals (PPS and non-PPS). MREs also review a sample of the
transfers from PPS hospitals to PPS-exempt psychiatric units.
The purpose of this review is to determine whether the care given
to the transferred patient is provided in the appropriate setting
and whether the reason for the transfer is medically necessary
and appropriate. HREs also review all readmissions within
7 calendar days of discharge from an acute hospital (which arc
related to the previous admission). The purpose of the
readmission review is to determine whether the initial and
subsequent admission were medically necessary and appropriate.
MREa also determine whether the second admission resulted from a
patient being prematurely discharged from the first admission or
from the inappropriate scheduling of diagnostic tests.

The HM must first analyze medical records and document
completely the occurrence of a premature discharge, other
inappropriate readmission, or inappropriate transfer.
Documentation of premature discharge should include evidence in
the chart that the patient is not medically stabilized or ready
to leave the hospital or that test results indicate the patient
should have remained in the hospital for further testing or
treatment. Signs and symptoms present in the chart on the day of
discharge, such as elevated temperature, post-operative wound
drainage or bleeding, or abnormal laboratory studies, are
indicators that a patient was prematurely discharged from the
hospital. An inappropriate discharge would be indicated by a
quick readmission, with no supporting evidence.

Inappropriate reasons for readmission (other than premature
discharge) could be the case where diagnostic tests are performed
during the initial stay and the results indicate further
treatment is needed: instead of performing the additional
services at that time, the patient is discharged and readmitted
at a later date, or test results may not be completed before
discharge and the patient is later readmitted to complete
treatment called for in the results. In either case, the patient
is not necessarily harmed - the PPS system is, however,
circumvented. Documentation of an Inappropriate reason for
transfer would include a finding that there is no medical basis
for transferring a patient to another hospital in the same
vicinity as the first hospital.

V. Suggested Interventions

It is the PRO's responsibility to take intervention commensurate
with the nature of the provider's inappropriate action. We

- 3 -
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intend to include the following interventions in the scopes of
work (and/or in administrative issuances) of all PRO contracts.
We will take this action based on the authority contained in
Sections 1866(a)(1)(F), 1886(f)(2) and 1156 of the Act. Actions
could be as follows; not necessarily in sequential order.

o Denials

We believe that under section 1886(f)(2) and the PRO statute,
PRO denials for readmissions due to premature discharges or
inappropriate transfers can only be made in instances where
the patient is admitted and readmitted to the same hospital or
where the patient is transferred to an excluded unit of the
same hospital. In both these instances, if a PRO finds that a
hospital prematurely discharged a patient, which resulted in a
subsequent readmissaion to the same hospital, or that the
hospital transferred a patient inappropriately to an excluded
unit in the hospital (i.e., the patient was too sick to be
transferred or the patient did not require the services of the
excluded unit), the PRO will issue a denial of the readmission
or transfer (i.e., the PTIO will deny payment for the second
admission).

For example, PROs should deny the second admission where the
patient is discharged and readmitted because test results
indicate the patient should have remained in the hospital for
further testing (and the patient treated during a single stay).

As the waiver of liability provisions do not apply to denials
under section 1886(f)(2), the PRO will deny these cases and
move to consideration of sanctions if initial interventions
fail to correct the problems (see below).

However, admissions to a different hospital after a premature
discharge or inappropriate transfer should be treated by a PRO
as a quality problem and not result in a denial. Instead,
they should be addressed by the PRO in quality objectives and
the interventions outlined below should be initiated.

o Intensified Review

Where PROs determine that a practitioner has prematurely
discharged or inappropriately transferred one patient, the PRO
should review 100 percent of the physician's discharges and
transfers for one quarter. If no other instances occur, the
PRO will remove intensified review at the end of that
quarter. If now and then one instance occurs, the PRO should
move to other interventions.

- 4 -
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o Sanctions

In certain circumstances, PROs should initiate a sanction
report and recommendation against a practitioner or provider
for premature discharges or inappropriate transfers. If a
premature discharge or inappropriate transfer causes a
patient's death or results In permanent loss of a major
physical function, the PRO should immediately initiate a
sanction based on a 'gross and flagrant' violation of the
physician's iedicare obligations. In other cases where a
provider or practitioner is responsible for two Instances of
premature discharge or Inappropriate transfers in a single
quarter, the PRO should consider initiating a sanction report
and reco =endation based on a 'substantial number of abuses."
If three instances occur in a quarter, the PRO must initiate
sanctions.

o Survey and Certification

As a requirement for participation in Medicare, all hospitals
must comply with the condition of participation that requires
the medical staff of the hospital to review hospital
discharees. Therefore, premature discharges may be a
certification issue in addition to being a medical review
performance problem. The PRO should report any hospital in.
which two or more physicians have been placed on intensified
review or where a sanction report is Initiated to the HCFA
regional office which will notify the survey and certification
reviewers that there is a potential problem with a particular
hospital. If the surveyers identify sufficient problems, the
hospital will lose its Medicare certification status.

o Fraud or Abusive Practices

In some instances, the PRO may suspect that fraud or an
abusive practice ls involved in cases involving transfers and
readmissions. For example, a hospital subeits two separate
claims for a given patient, as If the patient were readmitted
to the hospital. However, the PRO may find that the patient
was never really discharged from the hospital. Also, two
hospitals may be identified as having an unexplained pattern
of Medicare transfers between them. In such instances, the
PR~O should refer Individual cases to the Regional Office of
the Inspector General for further investigation.

- 5 -
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Iowa Foundation
for Medical Care

Co" Pa.r
3737 WoWst Awre. ,^6SO . Oecember 28, 1984
W"os De as. b. 5026S
51522329X_.

Frank Kram, Regional Representative
Office of Health Financing Integrity
1100 Main Street. P.O. Box 26248
City Center Square, Suite 615
Kansas City, Missouri 64196

Dear Frank:

The Comprehensive Review Committee (CRC) of the Iowa Foundation
of Medical Care has completed a preliminary review of

Hospital in

The committee reviewed the cases which were referred to us by
your office and have determined that more intensive evaluation
is necessary. With the information provided, it appears that
not all of the procedures performed were medically necessary.

Due to the different physicians involved in these cases, the
CRC has recommended that more extensive review be conducted of
all physicians on the medical staff at Hospital.
Beginning January 15. 1985, the entire medical staff will be
required to preadmission screen IODS of their Medicare patients
followed by 1O0 DRG validation. All necessary physician peer
review will be conducted by physicians external to the hospital.

The committee also recommended that a physician assessment be
conducted at the hospital within the next 30 days. This is
tentatively scheduled for January 10, 1985.

The last item the committee recommended was to seek approval
from HCFA to conduct preprocedure review of all pacemakers,
angiograms, bronchoscopies, mediastinoscopies, gastrointestinal
endoscopies and cystoscopies performed on an outpatient basis.
We have discussed this with Ben Gruber and he advised us to
contact you regarding this issue.

As we continue with our review, we will keep you apprised of
our findings. In the meantime if you have further questions,
please call Becky Hemann.

Sincerely,

Fred Ferree
Executive Vice President

FF:jd

cc: Ben Gruber
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north dakota
|health care review. inc.

| rOL. b~rzooso w..re 212

(701) 552 I23)1
January 4, 1985

NDHCRI INCIDENCE REPORT TO RECIlNAL OFFICE

Patient Nare: 4
Hospital Name:.
Phvsician Nane
R.S. 03 - P.A.

W011111MW Adtit Date: 9/2/84

ense No. v_ eyewerr Nurbers:

Incidene Type:

X A. Readmission Subsequent to a Preratuie Discharge
B. Transfer of a Questiunable Nalure
C. Hospital IlniLiated Denial Not Reported on Monthly List

_ D. Inappropriate Hospital Initiated Denial Issued Prior to DRG AlOCS

(Narrative description of the problerm or discrepancy using as accurate
direct language as possible. Use physicians orders and physician advisor
notes for quotations where possible.)

Accurding to the physician advisor "this patient was readnitted to
the hospital on the sar.e day as he was discharged because of urinary bladder
retention due to prostatic hypertrophy. This man was admitted to the
hospital with prosratic hypertrophy and bladder neck ubstrucLion and was
then sent hone rather than referred for urological consultation. He was
sent homse and returned back to the hospital and had to be cathetcrized
again with dan indwelling Foley catheter. Again, he was kept in the hospital
for two days before the decision was =ade to refer this man to a urologist.
This man should have been referred to a urologist during the first
adrrssion and the second adnission should not have been made. Tlhe patient
should have been -ent to a specialist after a Foley catheter was placed
on the first admission".

Distribution

NDHCRI
Regional Office
Hospital
Attending Physician

nonh orotlo s peer reoiew o0rg7niz0;io

'4 7 ' 7
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Iowa Foundation
for Medical Care
Co"y Park
3737 Wood"d Avwen, She 5W

Os1sflG5 e January 15, 1985

Mr. Ben Gruber
Division of Health Standards and Quality
Region VII
Federal Office Building
601 East 12th Street
Kansas City. Missouri 64106

Subject: Contract Modification
Contract Number: 500-84-0513
Correspondence: 85-20

Dear Ben:

As you know, we have been requested by the Inspector Generai
to investigate Hospital in . We have
conpleted a preliminary review and we are continuing our
investigation of the hospital.

Because this entails additional review and may result in a
sanction recommendation, we are requesting a contract
modification and additional funds for this review.

Our current plan for this review was outlined in our letter
of December 28, 1984, addressed to Frank Kram. This includes
1OO preadmission review and 100X DRG validation for the
entire medical staff. We also requested that we be able to
conduct preprocedure review of selected procedures when
performed on an outpatient basis. You have mentioned that
Frank will be notifying us to proceed with this review.

Attached is an estimate of the funds required to complete
this review.

We look forward to hearing from you. In the meantime, if
you have any questions, please call me.

Ierely

Fred Ferree
Executive Vice President

FF:jd

Attachment

cc: Burton Steckler



184

Estimated Expenses

Currently there are an average of 45 Medicare admissions per month or
135 per quarter. Usually approximately 50 percent of their discharges
would be reviewed on a'concurrent basis. Howeverproblems identified by
the PRO in conjunction with the Inspector General's Office necessitate
100 percent review of inpatient and outpatient services. Anticipated
additional expenses for each quarter of intensified review are detailed
below.

1. Staff Review Activities

A. Admission Review - 135 cases x 12 min/per review
= 27 hours per quarter x .50 (additional
review time) = 13.5 hours.
13.5 hours x 511.28 $152.30 per quarter
$152.30 x 3 quarters $456-90

S. DRG Validation - 135 cases x 20 min/per review
= 45 hours (this is an additional
36.5 hours)
36.5 hours x 11.28 = $411.72 per quarter
$411.72 x 3 quarters = $1235.16

C. Outpatient Review- 45 cases x 12 min/per review
= 9 hours x $11.28 = $101.52 per quarter
$101.52 x 3 quarters - $304.56

D. Management and Administrative Support based on direct labor
estimates - $5.78 per discharge reviewed (135) = $780.30

x 50 percent = $390.15 for inpatient review.
$5.78 x 45 cases = $260.10 for outpatient
review.
$650.25 x 3 quarters - $1950.75

Total Staff Review Activities - $3947.37

11. Physician Review Activities

- 50 percent of all preadmission and ORG validation will be referred
to physician review.

- All outpatient reviews will be referred to physician peer review.

A. Admissions - 67 cases x 5 min. = 5.5 hours
(this is an additional 3.5 hours)
3.5 hours x $54 = $189
$189 x 3 quarters = $567.00
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Holy Family. Estherville
Estimated Expenses
Page I 2

B. DRG Validation - 67 cases x 10 min. = 11 hours
(this is an additional 9 hours)
9 hours x $54 = $486
$486 x 3 quarters = 11458.00

C. Outpatient - 45 cases x 5 min. = 3.75 hours
3.75 hours x $54 $ $202.50
$202.50 x 3 quarters $ $607.50

D. Physician Consulting - Retrospective Medical Record Review -

50 cases x 15 min. x 3 physicians =
37.5 hours x $54 = $2025

Total Physician Review Activities - $4657.50

111. Committee Expenses

Subcommittee- $1188 Initial meeting (5 members)
500 Second
500 Third

S1 a88

CRC - 1.5 hours x 13 members x 154 = 11053

Board - 1 hour x 32 members x $54 $ $1728

Total Committee Expenses - $4969

IV. Physician Travel Expenses

Miles - 800 miles x .225 per mile = $180

Airfare - $1200 x .75% (Medicare) = $900 (Hospital Visit)

Total Physician Travel Expenses - $1080

V. Legal Expenses

50 hours x S80/hr. $ $4000

Total Legal Expenses - $4000.00
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Estimated Expenses

Staff Review Activities

Physician Review Activities

Committee Expenses

Physician Travel Expenses

Legal Expenses

TOTAL

$3947.37

$4657.50

$4969.00

$1080.00

$4000.00

$18,653.87

I.

II.

III.

IV.

V.
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MAINE Society of U Mo.. E..0o i JM.D.

EYE PHYSIClANS and SURGEONS ReSe-t W.kbn-od-

325-A Kennedy Memorial Drive Robsn Tuns. .S.D.

Warerville, %aine 04901 Tel. (207) 873-273i S-r- Tre-or-

January 17, 1985

MichaeI A. LaCorbe. :!.D.
State Direccor of the Peer Reviea Organization
Health Care Revi-, inc.
17 Winter Street
Noruay, lIE 04268

Dear Dr. LaConbe

I az. s. . :Jing the new Peer Review Organization require-
ments involving those patients wno are s hecuied to undergo cataracc
surgery. As you are aare, as outlined on page 18 of the Health Care
Financing Ac inistration (HC7A) contract, the plan is to 'Reduce by
90:....unnecessary Medicare hospital admissions for selected diagnostic
and/or Lherapeutic invasive procedures chat can be perfomec erzectiveiy and
with adecuate assurance of patient safety in an ambulatory surgical
setting." These regulations will be enforced by rerrospecrively denying the
11edicare patient's hospital coverage. This in no way represents a financial
problem for the physic:an per se. We are co-nensated in toe sane anner
-hether or not the patient is nospitalized or created as an outpatient.

fa.nu indsvituals are ouctatient canc:dates for cataract surgery. They
have the desire, understanding, and pnys:ological makeup necessary to cope
with this si:uation. The have help fron ocher individuals, such as friends
or fasily, giving risen the support and care necessary to make it through the
early recovery period. They are prepared and able to make the required
follow0-u visits to the office. These follo--up visits are essential in
order t0 maintain proepr posoperaiv are; it is mandatory that the
patient be seen on the day following surgery and often on several days
afteruards. It is even possible that they nay have to be seen several tines
in the sane day.

Other individ.als are definitely not candidaces for ourpatsent surgery.
Let me give you several exanples.

Example 1. An elderly Individual requires either general anesthe-
sia or sedation in order to control her during time of
surgery and at time of discharge appears to be fairly
stable, but is obviously still going through delayed
recovery period. She returns to her home 30 miles away
to a confused spouse for recovery care, then must
return the following day for follow-up examination.
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Example 2. A monocular, or one-eyed individual who lives alone
has to go hone with a parch over his only seeing eye,
essent:ally making him "bliod". ie must care for
himself during the night and return "blind" to the
office the following day.

Example 3. A patient has surgery in the morning and by afternoon
when he has recovered, a blizzard arrives in the area.
The patient is advised that he must be discharged, nor
only to travel to his hone or a motel, bit then return
to the office the following day.

E-xaple 4. A fientally or physically handicapped patient who lives
alone, without friends or family, has had postopera-
t ve care explained carefully to hin prior to and
after surgery, but is still questionably capable of
initialy carrying it out.

anxiety-ridden patient states trat she comprehends
Joat is going on, but in truth obviously does not
understand the situation. Even minor probienswhich
appear to be simple, becone ouerwheinirg for her.

Exn.-ple 6. A patient wth mulcipeI medical problems. such as
cardiac disease, chronic pulmonary oisease, or dia-
betes mellicus - controlled, ucdergoes cataract
surgery. .hev exanined individually, these medical
problems may appear stable and not create a post-
operative diffkculty for the patient, but when taken
together ray cause a major hazard. Even the routine
daily medica'lon schedule nay become confusing. This
individual nigot Just need monitoring through the
noiht in order to be certain that he or she is stable
at time of discharge.

Examnle 7. An Indigent family or a family who is "just getting
by" is forced to take several days off work in order
to travel 90 miies co bring their elderly parent to
the hospital for surgery and must remain In the area
for several days until the patient stablizes.

Example 3. A patient undergoes uneventful cataract surgery with
intraocular lens implantation, is discharged, and
travels to his home 60 miles away. lie develops severe
pain in the eye early that morning and is unable to
return to the ophthalmologist's care due to the
inability to obtain transportation, and being "too
sick to move,. When seem the following day, is found
to have an acute postoperative glaucoma and has
substained marked visual loss secondary to this
problem - something which could have been treated if
the patient were In the hospit~al
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Example 9. An individual will frequently need the comfort,
support and reassurance of professional recovery care.
Ie or she way need nedications thioughout the night
for nausea, pain or close observation if they are
confused. The hospital is the obvious answer to this
sit-ation. Very frequently these cumplications do not
armse until several hours after surgery.

Obhivusly in mny instances cataract surgery should require hospital-
ization in order to avoid mainr cooplications. The ir-ediace post operative
perioc is extremely critical in the patient's care as sane of the greatest
r:sks that the patient will face are problems that could arise within the
first 2' hours. Such corplications would include wound leakage ith a flat
anrerior chamber, post operative blending resulting in hyphena, post
operative secondary glaucooa or an endophchalmitis (a massive infection
within toe eye). These are all potentially blinding complications. This
List cf course, does not include the lesser problems that a patient might
face, that of pain cosnFsin-, rear, nausea or the difficulty of caring for
oneself wven faced with marhedly restricted vision. This list could include
the pattent's general care such as taking one's metdications and even the
di~ficulty with anbulacion. Also, untoward movement, stress and strain or
riding for a prolonged period over bumpy roads might exacerbate these
complications within the inmmediate postoperative period. The patient must
also contend with the side effects of preoperative analgesics along with the
after effects of anesrhesi-

Essentially we are being told to ignore the social, nenzal and physical
well being of the patient. 'de are being advised that other consideratIons
such as weather, cravel and personal financial problems are no longer an
intregal part of total patient care. Good medical judgement no longer is
applicable.

Maine is a geographically large rural state with one of the lowest per
capita incones in the naLiun. It is fairly obvious chat regulations that
apply in one state nay not necessarily apply in another. The Federal
Governoent, in signing into the la. the Social Security Amendemenes Act of
1983, . brought into effect the Prospect:ive Payment Syscer, (PPS) for
hospitals. This created many categories called Diagnostic Related Groups or
DRGs. It was felt by the Federal Gonern.ent that the mean length of hospital
stay for cataract surgery was 2.3 days. The Peer Review Organization is now
tclling us that this no longer appltes. Forcing outpatient surgery is more
clanl a persom|al hardship for the patient. it has the poCential of lessening
the possibility of a good surgical result. It is the compronising of patient
care, and especially of the patient's safety that is at stake.

I would like to request that this discrimination against the
ophthalmologic patient be recinded. it should be up to the physician's
discretion whether or not to admit the patient. The patient should at least
be allowed to remain in the hospital for the original Diagnostic Related
Group mean length of stay for cataract surgery of 2.8 days as was originally
dictated by the law. Unfortunately, if the present regulations as prescribed
by the Peer Review Organization persist, the patients, especially the
eiderlrrhe-hamdtxppedwund the Indigent, will2~ made tto'suffer the most
In this new system.

59-303 0 - 86 - 7
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I would like to close with a quote from the Oath of Hippocrates.

-II will follo- that method of treatment which, according to my
ability and judgement, I consider for the benefit of my patients.
and abstain from whatever is deleterious and mischievousY"

Thank you for your consideration of this very important problem. I
feel that it represents a grave threat to the health care of the people of
Maine as well as the rest of the nation. I shall anxiously await your
response.

Sincerelv,

WILLIAM E. CLARK, JR., M.D.
President, Maine Society of Eye

Physicians and Surgeons

l EC nr

cc: Frederick S. Crisafulli M.D.
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.- l >- - Memorandum
D .JAN I B 83

Carolync K. Davis, Ph.D. r
# 0 . Ad.inistrator

Health Care Financing Administration

54t Office of the Inspector General (01G) Priority Inspection Report-4nappropriate
Readmission and Transfer Practices under the Prospective Payment System (PPS)

To The Inspector General
Office of the Secretary

As the 01C report points out, current HCFA instructions (Le., Transmittal 0107) to
Utilization and Quality Control Peer Review Organizations (PROs) which are
responsible for identifying instances where Medicare patients are involved Li

inappropriate hospital readmissions or transfers, require the PRO to deny payment
for 'non-covered" admissions, readmissions and transfers. Other cases which may
involve inappropriate readmissions or transfer practices are referred to :he regional
office for review. The regional offices are submitting these cases to central office
for use in developing appropriate review policies. In addition, as one of their quality
objectives, PROs are currently9 intervening and correcting situations where
unnecessary readmissions are occurring becaus- of suhstandard care provided during a
prior hospital admission.

We agree with the 010 report that HCFA's instructions should be revised, as soon as
possible, to require PROs to make denials or to require corrective actions, such as
sanctions, in readmission and transfer cases involving medically inappropriate
practices. In order to develop specific policies in this area, we sent a draft
memorandum to the regional offices on October 26, 1984 for comments and
conducted a conference call on November 14 with the regions. Based on their input
and further analysis we are developing program guidance which outlines specific
situations and specific interventions that must be taken where inappropriate
readmissions or transfers are identified. I have inamneted my staff to consult with
appropriate members of your staff in dev linine noicv oapers in this area.

Additionally, in the next year, we expect to publish regulations changing the method
by which transfer cases between PPS hospitals are paid. It has always been our
stated intention to make one payment for the entire course of inpatient hospital
treatment to the final discharging hospital. The hospitals involved in the course of
treatment would have to negotiate the distribution of the prospective payment
amount. This mechanism should be a disincentive to the unnecessary transfer of
patients since the transferring hospital no longer would receive a per diem payment
but would be subject to negotiating a share of the final payment with another
hospital. (This proposal would not apply to hospitals or units that are excluded from

_ PPS.)

-__ Should you have any questions, please contact Linda Schmidt on FTS 934-7491.

A 7T.
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ininft a ft m m sudin
January 29, 19"t iaai isa

TuIWA i40 474-7471

Mr. Phillip Omz
Ceotrt Specialist
Oepar. t of Health and 0_n Services
Nealth Care Financing dmCinistration
WVSCtract SralCh - VP-FAM 4l 15 6
Rom 322, East N1hrise Building _
6325 SecurIty Boulevard - W '
Baltimore, M 21207 r

RE: NCFA# 500484-0529
0013 C;

Dear N. &mu:

WN received a letter from lrbmwy A. Lear Chief, cal bylaw
Branch, Kansas City Regional Office. bhis ietter Included a copy of*
PtProgram Directive No. S enda statement that contract
imodifications for this additional review will be issued shortly.

Wm wants to du whatever W can to ceoply with the existing PRO
contract and any matually agreed upon modifications betmee IC and
HCFA. In order to viod1fy the contract, It will be meessary to
obtain IFC Moard of Director approval. Their review and approval
will depend on our ability to evaluate the impact of additional
review nd reporting coqpared to any reduction in work load or
Increased financing.

IXC Is enable to evalute the iqact of the proposed adt1nal work
load. Further, me have no idea as to wht NCFA proposes to offset
the additional wort load. As oon as me are able to evaluate this
infohntion, it will be presented to our Board of Directors for
consideration. Hopefully, we can obtain NCFA's proposal with enough
lead time to evaluate the proposal and prepare a recommeration to
the Board of Directors.

Thank you for any assistance you can be In this matter.

Sincerely,

Kthfnt E. WY'
Executive Director

xc: ten Gruber
CGrery A. Lear
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THE KANSAS FOUNDATION FOR MEDICAL CARE INC.
29;3 S.W. Wanamaker Drive / Topeka, Kansas 66614

January 25, 1985 Telephone: (913) 273-2552

Ms. Elizabeth A. Faykus
Contract Specialist
Department of Health and Human Services
Health Care Financing Administration
DPS/Contract Branch - RFP-HCFA-84-OI5
Room 322, East Highrise Building
6325 Security Boulevard
Baltimore, M:D 21207

RE: HCFA #500-84-0506
0054

PRO Program Directive No. 5

Dear Ms. Faykus:

We received a letter from Gregory A. Lear, Chief, Medical Review
Branch, Kansas City Regional Office. This letter included a copy of
PP.O Program Directive No. c and a statement that contract
modifications for this additional review will be issued shortly.

We want to do whatever we can to comply with the existing PRO
contract and any mutually agreed upon modifications between KFEC and
HCFA. In order to modify the contract, it will be necessary to
obtain KFMC Board of Director approval. Their review and approval
will depend on our ability to evaluate the impact of additional
review and reporting compared to any reduction in work load or
increased financing.

We are unable to evaluate the impact of the proposed additional work
load. Further, we have no idea as to what HCFA proposes to offset
the additional work load. As soon as we are able to evaluate this
information, it will be presented to our Board of Directors for
consideration. The next KFMC Board of Directors meeting is
scheduled for February 17, 1985. Hopefully, we can obtain HCFA's
proposal in time to evaluate the proposal and prepare a
recommendation to the Board of Directors.

Thank you for any assistance you can be in this matter.

Sincerely yours,

- .

Larry W. Pitman
Executive Director

LP/ngo

xc: Brenda Burton >-'
Crenorv A. Lear
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north dokoto
health care review. inc. January 31, 1985
000 n tadcky. w#e 2 ¶ 2
sw~oi rnSn dO'ms 5670t

(701J 552 423

NDHCRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name: HIC No. Ae: 88
Admission Date: lla P/84. Hosoial Name:
Phvsician Name: . M.D. License No.:
Reviewer Numhers: R.S. _S and P.A. _ Reviewed: 1/25/85

Indicence Type:

A. Readwission Subsequent to a Pre-Mature Discharge
X B. Transfer Of a Ouestionable Nature

C. Hospital Initiated Denial Not Reported on Monthly List
D. Inappropriate Hospital initiated Denial Issued Prior to DRG ALOS

Narrative description of the problem or discrepancy using as accurate
direct language as possible. Use physicians orders and physician advisor
notes for quotations where possible.

This patient was admitted on 11/8184 for CHF and cardiac dysarrthymias,
the attending physician The patient was
transferred to on 11/13/84 under the care of _

or treatment of severe cardiac failure. A permanent
pacemaker wa inserted and the patient was stabilized and transferred back
t oe Bottineai on 1j519184. The record states "this
88 year old femalewasbrought back fro pacemaker in place and working
with little or no change in her general status. She was in severe failure
with weakness and severe dyspnea". The patient expired on 11/25/84. ND1CRI

.z ru _o_ reviewed this case and his comments are
as follows: "'.. .after review of this record I am unable to find justification
for transfer of this patient back to .The patient could
have been treated just as effectively at .

Distribution

NfHCRI
Regional Office
Hospital
Attending Physician

nonh dakolo's peer review orgonizocion
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north dakota
health care review. inc.
00 . troodwcy. Ite 212

.t nonh ooven 58701
(701) 852 4231

January 31. 1985

NDHCRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name; HOC NO.: Age: 69
Admission Date: 09/13/84 Hospital Name. _
Physician Nae: M.D. License So.:
Reviewer Numbers: R.S. - e ewed: 01/14185

Incidence Type:

A. Readmission Subsequent to a Pre-Mature Discharge
X B. Transfer Of a Questionable Nature

C. Hospital Initiated Denial Not Reported on Monthly List
D. Inappropriate Hospital Initiated Denial Issued Prior to DRG ALOS

Narrative description of the problem or discrepancy using as accurate
direct language as possible. Use physicians orders and physician advisor
notes for quotations where possible.

This 69 year old female was diagnosed as "chronic granulocytic
leukemia" in October of 1983b "At hat time she had beliz etalized
for three months i On
both the discharge and admission surraries it is noted that she "was
transferred here so that she could be closer to her family and relatives".

There does not appear to be a medical reason for this traosfer.

Distribution:

NDHCRI
Regional Office
Hospital
Attending Physician

nonh dokoto peer revew organization

liffAIHS� Rece'ved FEB 7 '83
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COLORADO FOUNDATION FOR 1EDICAL CARE

REFERRALS TO REGIONAL OFFICE

READMI SS I ONS

The CFMC has requested that the hospital Medical Audit Committee address the
Dremature discharge/qualitv of care in each of the following cases, The
hospital is expected to respond within 30 days indicating their review
decision and the corrective action to be taken, if any deemed necessary by
the audit committee.

CFMIC REGION 11

CASE #1 ADD k2

The patient had a long standino history of chronic obstructive
pulmonary disease which resulted In several admissions over a shor-t
period of time, Of the several admissions, two (2) were considered
to be as a result of premature discharoe. The blood gases on dis-
charge showed little improvement over the course of the hospitali-
zations. Because the patient lived alone she would become anxious
easily and was admitted for increasing difficulty in breathing.
Presently, tne patient is in a nursing home which is the proper
placement given her condition.

CFHC REGION III

CASE #3

The patient met criteria for both admissions. During the first
hosnitalization, bleeding from the colon was identified. Only an
uppergastrointestinal study was completed. On the day of discharce.
the nurse notes stated that the patient fpassed a loose black stool
The physicians notes stated that the Datient's 'condition was deter-
iorating". The patient was readmitted the day after discharge and
found to be actively hemorrhaqinq.
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READMISSIONS

The CFMC has requested that the hospital Medical Audit Committee address thepremature discharge/quality of care in each of the following cases. The
hospital is expected to respond within 30 days indicating their review
decision and the corrective action to be taken, if any deemed necessary bytne audit committee.

CFMC REGION III

CASE P1

Premature Discharge

The patient was prematurely discharged from the first admission due
to the failure of proper discharge planning in arranging oxygen athome. The patient was hospitalized for seven days on the second
admission until home oxygen was arranged.

CASE 02

Premature Discharge

The patient was treated for an antero-,nferolateral myocardial
infarction receiving Lidocaine for PVCs. The PYCs were still
documented three days prior to discharge. The medical record
did not reflect documentation of cardiac rehabilitation. Four days
after discharge, the patient was readmitted with an extension
of the myocardial infarction and treated in CCU for two days.
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COLORADO FOUNDATION FOR MEDICAL CARE

REFERRALS TO REGIONAL OFFICE

(TRANSFERS & READMISSIONS)

CONTINUED

Premature Discharge

CASE #3

Patient admitted through E.R. and received depomedral for
pericardial disease. Patient was discharged and readmitted
one day later for same therapy. Patient should have been
stabilized before discharge. The second admission was
denied.

CFHC REGION V

Premature Discharge
CASE #4

The patient was initially admitted with pneumonia and treated
with I.V. antiobiotics.

At the time of discharge, the patient stated he felt very anyious
about going home and still felt very weak. No repeat chest x-ray
was done prior to discharge. Two days later, the patient was
readmitted with an elevated temperature and pneumonia. Two days
after admission the patient went into adult respiratory distress
and died shortly therafter.

The attending physician and the hospital administrator were
notified that this case was determined to be a premature
discharge.
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Reporting Date:_.__/ ./ 5

fDKCRX INCIDENCE REPORT TO REGIONAL OFFICE

Patient Naae:__ fl … E--- RIC NO. Age8_

Aduit Date: 9/H1S/ oosp. Nae N_ PR No.35A

Pbyaician Name: _ _ ___ -. D. License No.:___

Reviewer Numbers: R.S._f P.A._ ___ Reviewed: A/2/A5

Incidence Type:

_:,A. Readuission Subsequent to a Pre-mature Discharge
B. Transfer Of a Questionable Nature
C. Hospital Initiated Denial Not Reported on Monthl List

___ D. Inappropriate Hoap. Init. Den. Issued Prior to D:G ALOS

(NVarrartive description of the probles or discrepancy using as
accurate direct language as possible. lisa physicians orders
and pbysician advisor notes for quotations where possible.)

__l.ni s~aater wa_ ad.ted on 9/15/84 .for COPD, The attendtr. 2~nsiL

_LicsnIt Ds~gimustn w;~_ I5pal^qiatEischa r/_on_27J~b._Atnt

__-0-eii zustee r L- e asI r .ktmsI cnunat azia4Ls -ct _w LZAW zeALi

-..aL ThLtiaattsjit~iu±. tbeSrjraLi r JbcAv& na- -tashc- ae.scbar@

_---zsrsactara Anter rautng chfL st-xra4'.______

______________________________________________-.______________

Distribution - Type A 8 t D ________________________________:____---_

NDHCRI A 8 t D - _ --
Regqonal Office A B C D
Hospital A B C D
Attending Physician A B C O
Fiscal Intermediary 0 CtQ 7 '85
Patient ° 0oAP4s0! .1 U -
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Iowa Foundation
for Medical Care

Co" PaA
3737 Woodlar Avcenue Saie 500
W" Des Mcsnes. baa 50265
51522.2900

February 5, 1985

Burton Steckler
Health Care Financing Administration
Contract Branch, DPS
East High Rise Bldg. Room G-10-A
6325 Security Boulevard
Baltimore, Maryland 21207

Dear Mr. Steckler:

We have reviewed PRO Directive #5 regarding the review of DRG
462's. This review activity will affect our review activity
and the cost of our contract.

As addressed in Article XXIV of our PRO contract, we are
requesting additional funds to perfonr this review activity.
All of these cases will require physician review because these
are questionable admissions.

If you have any questions, please contact me.

Sincerely,

Fred Ferree
Executive Vice President

FF:jd

cc: Ben Gruber
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6 g UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON. D.C. 2014

OGAA fV'AU1^O
AM

&NIT.OZ0O0G Dov$4

2 1 rEB 1985
B-217732

The Honorable John Heinz
Chairman, Special Committee

on Aging
United States Senate

Dear Mr. Chairman:

Subjecti Information Requirements for Evaluating the
Impacts of Medicare Prospective Payment on
Post-Hospital Long-Term-Care Services:
Preliminary Report (GAO/PEMD-85-8)

On February 12, 1985, you asked us to provide a preliminary
report on our study of the information needed to assess the
impacts of the Medicare prospective payment system (PPS) on
post-hospital long-term care. You expressed a particular
Interest in a statement and explanation of the key issues. We
have identified four key issues:

1. Have patients' post-hospital care needs changed?
2. How are patients' needs being met?
3. Are patients having access problems?
4. How have long-term-care costs been affected?

In addition to these key issues, we found that the long-term-care
community is concerned about whether Medicare is adequately
apprising beneficiaries of the changes brought on by PPS and
whether Medicare is appropriately administering coverage
determinations.

PPS was intended to control Medicare hospital costs. This
reimbursement system, which is based on fixed payments for
diagnosis-related groups, provides hospitals with incentives to
limit costs incurred for each Medicare patient by carefully
controlling the amount of services provided or limiting length of
stay or both. Although there is concern that these actions could
adversely affect the quality of care, experts have argued that
some reduction in hospital services or length of stay and costs
Is possible without sacrificing quality. Shorter hospital stays
might also, in some cases, reduce patients' risk of infection and
provide them with additional positive benefits.

(973581I
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However, experts have also expressed a variety of concerns
about the possible effects of PPS on the quality of care. Among
the most important are that some discharges from the-hospital may
be premature, the availability and affordability of the
appropriate follow-up care may not be guaranteed, and the medical
needs of patients referred to nursing homes, home health care,
and other forms of care provided in the community could be
greater than providers are equipped to handle. In addition, it
has been argued that increases in Medicare patients' use of
long-term-care services could partially or fully offset the
savings in hospital costs and thereby affect total Medicare
costs. Changes brought on by PPS might also increase the costs
of other public programs, particularly Medicaid, and the costs
incurred by individual Medicare beneficiaries and their families.

OBJECTIVES, SCOPE, AND METHODOLOGY

In 1984, we initiated a study designed to identify the
information that is necessary for addressing the key
post-hospital issues associated with PPS. The objectives of this
study are to

1. identify and develop the key issues related to the
post-hospital care of Medicare patients given
currently available information and the experiences of
individuals with firsthand knowledge of prospective
payment systems and

2. review the data collection and analysis under way or
planned by the U.S. Department of Health and Human
Services (HHS) to address the key issues and to determine
whether additional work or refinement to ongoing work is
needed to insure that the information the Congress needs
to address the key issues will be available, valid, and
timely.

Our work on the first objective, the development of the key
issues, is complete. Our work on the second objective, reviewing
the activities of HHS in data collection and analysis, is nearing
completion. This preliminary report focuses on our assessment of
the most important issues that HHS should address in evaluating
the impacts of PPS on post-hospital care.

We identified potential issues from four broad sources of
information. First, a review of the literature and research,
including our earlier reports, helped us define the potential
issues. In addition, we met with NHS officials and other experts
on health care financing and health services research. Second,
group discussions with representatives of national associations
of hospitals, nursing homes, home health care agencies, and
advocates for the elderly helped us better understand their

2
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perspectives on the issues. Third, short visits were made to six
communities in July 1984 (Adrian, Michigan; Corpus Christi,
Texas; Orlando, Florida} Pittsburgh, Pennsylvania; Richmond,
Virginia; and Seattle, Washington). These visits allowed us to
talk to local providers of care (representing hospitals, home
health agencies, and skilled nursing facilities) as well as
representatives of advocate groups, health-planning agencies, and
peer-review organizations. We asked them to tell us, from their
experience, how they expected PPS to affect long-term care.
Fourth, we conducted telephone interviews with program officials
and health industry experts in Maryland, Massachusetts, New
Jersey, and New York, the states that have been granted waivers
from PPS because they have implemented alternative prospective
payment systems.

The site visits were important in helping us develop the
issues. Of course, our discussions at any one site were not
necessarily representative of the views of the entire community
or of Its specific providers or consumers. However, we selected
our sites carefully in order to achieve a wide coverage of the
Issues that are believed to be important. The criteria we used
for selecting the sites were average length of stay in acute-care
hospitals, the availability of nursing home beds, certificate-of-
need regulations for establishing home health agencies, and
population size.

The representatives of hospitals, nursing homes, and home
health agencies and the discharge-planners and consumer advocates
we met with had had as much as 9 months and as little as a few
weeks of experience with PPS. We also talked with local health
planners and representatives of peer-review organizations. Much
of our information derives from the expectations that these
people have based on their personal experience. In some
instances, providers and local Medicare peer-review organizations
were also able to provide us with data on changes in the use of
long-term-care services after the introduction of PPS.

TRE KEY ISSUES

Our key issues thus represent a distillation of the views of
people working in different parts of the health care system at
the federal, state, and local levels. Many of the same issues
were raised in different forums by people representing different
interests among providers and consumers living and working in
different regions of the country. This reinforces our view that
these issues are important.

1. Have Medicare patients post-hospital needs changed?
PPS creates strong incentives for hospitals to shorten patients'
lengths of stay. In a December 1982 report to the Congress
proposing a prospective payment system for Medicare, several
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potential problems were discussed by HWS, including incentives in
the system that could lead to the premature discharge of
patients. We at GAO have raised similar concerns.' -

Recent data on the use of hospitals under Medicare appear to
show that hospitals have in fact responded by reducing lengths of
stay. The average length of stay per PPS discharge in fiscal
year 1984 waa 2.5 days. The average length of stay per discharge
In fiscal year 1983 (pre-PPS) was 9.5 days.

2
While reducing the

length of a hospital stay may not affect a patient's need for
follow-up care, it is also possible that some patients may be
discharged at a time in their illness when they have substantial
needs for care.

At each site we visited, the view was expressed in at least
three groups among hospitals, nursing homes, and home health
providers of care and advocates and discharge-planners that
patients are being discharged from hospitals after shorter
lengths of stay and in a poorer state of health than prior to
PPS. In five of the sites, the issue of Medicare patients
entering the various levels of post-hospital care (skilled
nursing facilities, intermediate-care facilities, and home
health) with more extensive service needs was raised in one or
more of the meetings. Individuals in the four states with their
Own prospective payment systems also expressed the opinion that
prospective payment may be associated with patients being
discharged sooner and in poorer health. We were provided data by
home health representatives in several communities showing more
visits per case, more cases requiring multiple visits per week,
and more need for specialized services such as I.V. therapy and
catheters and ventilator care after the introduction of PPS.

2. How are patients' needs being met? To the extent that
Medicare patients are discharged from hospitals sooner and with
greater needs for care, PPS may increase the effective demand for
the post-hospital nursing home and home health services covered
by Medicare. BHRS has predicted that the number of persons
qualifying for the Medicare skilled nursing home benefit will
increase. However, the Department's analyses indicate that a

IGAO Staff Views on the President's Fiscal Year 1984 Budoet
Pro osais GAO/OPP-83-1 (Washington, D.C.: March 4, 193)

2
The data for fiscal year 1984 are based on monthly billing data
that have not been adjusted to reflect the geographic
distribution of hospitals that began to implement PPS during the
year or the slow reporting of complex hospital stay records.
See Report on PPS Monitoring Activities, Health Care Financing
Administration memorandum, January 20, 1985, p. 4.

4
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marked increase in the use of skilled nursing facilities may be
precluded by such factors as the shortage of nursing home beds
and the importance that state Medicaid reimbursement policies
have in determining nursing homes' willingness to accept Medicare
patients requiring skilled care.

What we were told at our site visits was consistent with
this HHS analysis. In meetings at the three sites where the beds
in skilled nursing facilities are very scarce, the view was
expressed that any increase in Medicare skilled nursing home
placements may be effectively precluded. However, in the one
site with a relatively large supply of unoccupied nursing home
beds, we were told that some increase in Medicare skilled
nursing home placements was anticipated.

Attributing increases in home health placements to PPS
may be difficult. Medicare is the major buyer of home health
services, and the program's expenditures for home health services
ware increasing rapidly before the introduction of PPS. Between
1969 and 1980, Medicare hoFe ealth qxpenditures grew at an
average annual rate of 21.4 percent. The Congressional Budget
Office has projected 20-percent annual increases in Medicare home
health costs for 1985-89. Determining the incremental effects
of PPS on an already rapidly expanding service will involve
fairly complex analysis.

We were told in meetings of home health care providers at
five of the six sites that discharges of hospital patients to
home health services covered by Medicare had increased, both as a
result of a trend toward greater use of home health services
that began before the introduction of PPS and because of
incentives created by PPS to discharge patients from the hospital
more quickly. In the sixth site, where average length of stay
has been traditionally lower than in most of the rest of the
nation, we were told in meetings with representatives of both
hospitals and home health care agencies that there do not appear
to be increased discharges to home health care.

3BHS, Report to Congress: Study of the Skilled Nuring Facility
Benefit Under Medicare (Washington, D.C January, 1985) v

4
'ealth Care Financing Administration, The Medicare and Medicaid
Data Book, 1983 (Baltimore, Nd.: 1983), p. 38.

5
Congressionsl Budget Office, Reducing the Deficit Spending and
Revenue Options, part 3 (Washington, D'C. Feruary 8),P.~~~~~~~~~~DC: r )

5
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However, evidence of a trend toward increased use of home
health services may not be showing up on early reports of the use
of Medicare home health services that are based on hospitals
discharge data. At two sites, we compared hospital discharge
data from peer-review organization files with data provided to us
by hospital discharge-planners. A large proportion (in one
hospital, 89 percent) of monthly hospital referrals to home
health care were not showing up as discharges to home health care
on the hospital discharge abstracts processed by the peer-review
organizations.

3. Are patients having access problems? Medicare's
skilled nursing facility benefit covers only skilled care and
provides full payment for only the first 20 days of care. A $50
per day copayment applies from the 21st day to the 100th day,
after which coverage ends. GAO has found that some nursing homes
may prefer to avoid accepting Medicare patients who might become
eligible for Medicaid after exhausting their Medicare benefits.
This is because Medicaid reimbursement rates for skilled care are
not always sufficient to cover the costs of skilled care for
Medicaid patients. GAO has also documented similar problems of
access to nursing homes for patients whose service needs are
extensive, the so-called 'heavy care' patients. PPS may
unintent onally 'ncrease the prcblems of Medicaid patients who
are waiting in hospitals for nursing home beds.'

At each site we visited, problems of access were raised in
meetings with health care providers or advocates for the
elderly. Problems associated with arranging placements for
patients who depend on Medicaid for reimbursement and those who
require 'heavy care' or the use of sophisticated 'high-
technology' services were mentioned. However, at two sites we
were told in meetings with nursing home administrators that
patients who need extensive care and can afford to pay private
skilled nursing facility rates do not necessarily have the
problem of finding nursing home beds that patients eligible for
Medicaid do.

The combination of PPS incentives for hospitals to discharge
Medicare patients as soon as possible and weak incentives for

*!mProved Administration Could Reduce the Costs of Ohio's
Medicaid Pronram, GAO/HRD-79-98 (Washington, D.C.t October 23,
.1979), pp. 129-37.

7
medicaid and Nursing Home Care: Cost Increases and the Need for
Services Are Creatin .Problems for the States and the Elderly,
GAO/IPE-84-1 (Washington, D.C., October 21, 1983), pp. 107-27.

6
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nursing homes to admit some of them leads to the possibility of
some inappropriate placements. Before the introduction of PPS,
some patients who could not be placed in appropriate Skilled-
level beds remained in hospitals for considerable periods of
time as so-called 'back-up patients. FPS provides stronger
incentives for hospitals to discharge these patients. At several
sites, we heard considerable speculation about what is going to
happen to hospitalized Medicare patients who are difficult to
place in appropriate long-term-care settings.

4. How have long-term-care costs been affected? If the
introduction of ?PS leads directly to a greater use of the
nonhospital services that Medicare covers, including those
provided by skilled nursing facilities and home health care
agencies, the costs of these services will increase and thereby
affect overall Medicare costs. There may be other effects on
costs as well. For example, GAO has found that the use of home
health care services may not be cost-effective for certain types
of patients, compared to either nursing home care or hospital
care. Increases in the number of skilled staff employed by
nursing homes and home health agencies to care for sicker
patients may also mean increased costs for Medicare services.

If Medicare beneficiaries make greater use of various
post-hospital services, the costs of other federally funded
programs, particularly Medicaid, and of state-supported programs,
insurers, and private payers may increase. Any increased use of
Medicaid skilled-care or Intermediate-care beds by post-hospital
Medicare beneficiaries could increase the costs of the Medicaid
program. In meetings with advocates for the care of the elderly
and discharge-planners in four sites, the possibility was also
raised that out-of-pocket expenses for post-hospital care for
beneficiaries and their families will increase.

LONG-TERM-CARE COMMUNITY CONCERNS

We were told in site meetings with providers and advocates
that beneficiaries are upset and confused about their Medicare
benefits and how PPS has affected them. We heard reports that
some patients are being told, improperly, that they have to leave
the hospital because their Medicare coverage has run out. We
also heard that they sometimes do not understand why they are
denied coverage for home health care or skilled nursing facility
care. If problems such as these are in fact widespread, better
education is needed for beneficiaries and providers.

'the Elderly-Should Benefit from Expanded Rome Realth Care but
Increasing These Services Wil Not Insure Cost Reductions,
UAO/leE-S -1 (WashIngton D.C.X December 7, 1982), pp 26-28
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In many of our site meetings with nursing home and home

health providers, the view was expressed that Medicare was not

making appropriate adjustments to coverage rules or reimbursement

amounts in response to the perceived changes in the needs of the

patients. in meetings with nursing home representatives at five

of the six sites, we heard that Medicare and Medicaid

reimbursement for skilled nursing home care does not meet the

needs of some post-hospital patients. In all six sites, the view

was expressed in meetings with home health representatives that

either the restrictions of the rules on coverage or variations in

fiscal-intermediary determinations of coverage created problems

for discharged Medicare patients.

As we have reported in the past, some problems with

coverage and eligibility determinations, particularly for home

health services, reflect a lack of clarity in the Medicare
regulations. We have found that under consistent application of

those regulations, a fairly high proportion (27 percent in a 1961

study) of home health claims paid by Medicare do not meet program

requirements for coverage. More consistent enforcement of

Medicare requirements may lead to more claims being denied, since

changes in the administration of the home health benefit have

been made to address the problems identified in our earlier

report.

CONCLUDING OBSEPVATIONS

We believe that the issues discussed in this report are

sufficiently important to warrant HRS studies that will assess

problems in access to and quality of post-hospital services

supported by Medicare. In addition, we believe that studies
should be done to analyze changes in long-term care and the total

health care costs that are associated with PPS.

Because of variation in regional and local conditions, we

believe that the extent to which the issues we have raised become

serious problems may vary considerably. Differences in state and

local long-term-care policy and in market conditions that shape

demand and supply and the cost of post-hospital long-term care

should be specifically addressed in the design of planned studies

of PPS impacts.

As we indicated earlier, we are currently completing our

work on our second objective, which is to review the data

collection end analysis under way or planned at HHS for

S

'Medicare Bome Health Serviecs: A Difficult Program to Control,

GAO/HRD-S1-155 (Washington, D.C.: September 25, 1981), pp.

10-17.
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addressing the key issues and determining whether additional work
needs to be done to insure that valid information will be
available in a timely manner.

As stated in your request, your urgent need for this
preliminary report precluded us from obtaining agency comments.
We will obtain advance review and ask for comments from HHS onour final report. Unless you publicly announce its contents
earlier, we will make no further distribution of this report for
7 days. At that time, we will send copies to those who are
interested and will make copies available to others on request.

Sincerely yours,

Eleanor Chelimsky
Director

9



211

Peer Department of HealthReview and Human Services

Review Health Care Financing

Organization - Administration

Medicare Manual INTERIM MANUAL INSTRUCTION :

Transmittal No. I 85 - 2 Datq4ARCH 1985

NEW MATERIAL PAGE NO. REPLACED PAGES

Table or Contents (5 pp.) ----

Chapter 2
Sec. IN 2000 - IM 2070 (62 pp.) ----

Attachment A-1 (1 P.)

NEW PROCEDURES - EFFECTIVE DATE: MARCH 25, 1985

In accordance with the PRO contract, Article VIII - Technical Direction and
Article IX - Conclitions of Performance, PROs are required to comply with
requirements as set forth in program instructions. The HCFA Program Issuance
System provides instructions and guidelines on program matters.

This issuance does not apply to PPS-exempt States or territories (i.e., Guam,
Puerto Rico, or Virgin Islands) or to States with approved waivers of the PPS
system, (i.e., Maryland, Massachusetts, New Jersey or New York). There will
be a separate issuance for these States and territories delineating
applicable sections of the requirements contained in this issuance.

This issuance incorporates the review procedures for the required medical
review activities of the PRO contracts. There have been revisions to the
requirec review activities - some of which increase the level of review.
while others decrease workload. The major changes are:

Revision Section

Admission Review - Incorporated policy applying IM 2050.1A.4
to noncovered admizsions with a covered level
of care rendered during the stay.

Outlier Review - Reduced the level of review IN 2050.2
for day and coat outlier cases. Expanded
the cost outlier review instructions to
require PROS to review for fragmented charges
during review of outlier services/items.

11CFA-Pub. 19 [For brevity, only the Table of Contents
of HCFA Tranrmittal No. L'1 85-2 arc
incorporated in the hearing record. ]
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Procedalre ievica - hlt~winatc,. t:;c rC,:uivne-Vr2 1.. 20_0.3;,
to collect 2acertae-.crs warr.ni : u: .or..aton
as tho Food! and Drug Amni-rIstrartiat no-:
raintain,, a n. tionl registry on pacemra.ers.

DRG Validation - Codntiie, ?hyaician attestatio. I.. 2050.;;3
Iolicy (e-ffective Octoscr 1. 1934i and
ronitor ins reTairements.

- Added section eaplaiiinq i~hysician .X 2050.4M2a(3)
reqguirzents for physician aLteni.aticn.

- Ruced DRG sample sizc ror s.all hospxtaIs. Attachment A-I

- Revised policy en notifying hospitals of In 20504.pS
cases to be revie-ed no ,ore ahan 24 hours
before onsitce review. e-; policy zeciairer

oltificatirn 2 orh-ing r-ys before cntlit.
review.

- :.dded refiew of DMC ad'jmle:rt Dill :,,ich 1:. 2050.4F
resuet in a higher-reigqhtld Dr:C.

P~readn-icsion/Preorucdedre Revici - tllains te T,, 2050.5
preadmissi on!/peepcoceda.-e revicw and
verificatian recirements.

Review for Noncovcrcd Itcrs/Services - Cod; fied ;N 2060
requirements for reviecw for noncovered ite-ns
services during course of PIO r.vic..s and of
cases referred by fiscal intermediaries for
ucdic_;l nacessity determinatiror.

record of Review hctivitias - irirlinzs dosr.,enation l-i 2070
and reten-tior, of record recquiremnents.

The above surssary outlincs only m.o revissos. dlle attached section
contain rcan' cllarifications and eirintios of the review procedurcs in
response to corr-ents from" PlOO and other ocqanieatsen,, This revision
nMould therefore be: neviwiewd in its entirety.

workload and Co-t

Tihe attached tcans.cittal 8oes aff-ct the level cC effort and cost required
under tee contract. The net result of thecne caanges is estuaL.ed to be a 5%
reducticn in total vcrlu-d/osst over the rrnainder of tc contract peri&d.

he do, hlocver, recagnize that the ialapact of this transmittal Lay vary in
individual areas.
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'arc', 6, 10T3

Io: Cnthleen :crarthy, PS!'O 11SOR. TIIFA
er!-X: '.r. =ittistJ ::!, lenior;il ;elic;l :-oC,;lutant 15ir

Re: '!raft of CI:';f)'s Quality Obhective "'eduction of the ri3'( of
preveatable oortalitr from, trauni."

1. The criterion for case review is death within 3:J 'ays of

;ndission to hospital of a ledic3re beneficiary for treatnent of
(external) tr3u-i;. This reasonable approach should capture a maajor
Portion of all trauna-related deaths in which some sedical
intervention was possihle or attempted.

2. The proposed review of certain pre-hospital tratira deaths will
provido i;a-.tOl infnr'-arion and seeos very worthwhile.

3. The proposed expansion of review activities to include review
of patients wi*- siiilar injuries dischar'ed alive, if certain
patterns of inadequate care are identified in the primarv review,
would be very ns.Žful. *ot only *-ould this bro.,den the Scope and

the reach of intervention hut nipht also provide helpful baseline
data for suhseqtuent potential objectives.

4. The establish'ient of the proposed Trauna Death ?ieistry should
he encoura'ed.

5. The chart review process and the trauea death review for-, see-,
well thought ont and have some nice built-in validation features.

6. The PRO's initiative with regard to autopsy infornation is
worthiw!i Ic.

7. The interventions proposed seem reasonable. Toe developnent of
a consultant panel to impact on-going care to :edicare trauvni
patients is innovative, and the PP. should be encouraged to
requ'2st th2 panel merhers to document at least generically the
numter and nature of requests for their input, and the nature and
excent of their input. The proposed revie2 (.as needeJ) of a
hospital's trauna care resources also has considerable merit.

8. The PIO, in Tahle 1I indicates that the projected 2 year

total number of trauma deaths subject to review is Uk3, and of
t:hnse, that 120, or 17.4" would, he preventable. This percentage
seems reasonable, given that it is within 2 percentage points of
the percenta'ie of preventable dlaths ,,moni all "over a e 65"
traum3 deaths in the two (combined) studies presented.

Thus, if all preventahle deaths were preventld. the total nu-iber
of trauma deaths would he 56h instead of 69S. With the proposed

I -
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Ito rvzn tt-n, the !':i I oeRr tO hc a tL, irCee 3' of
i 12 ii ivcntabi de)th 26.7. ':i vn thiw ntur, *f the:)ruposo'f intervenntionsr and the natuire of the orobleox itsrift.nis s(N-Is 9 r-:i.ie L;.tr'et at this tiMe.

Conclusionf Overall, this objective is highly innovative and %jell
thouht oUL. It res: l on di'i is consistent iwith data fro,! tLwoextensive loral, Oi-poilln studies. Its proposed phase-in andinp ct Schedule scer-s re3sonnble. Thoi P:'V) obviously hiasbroad-basec! support from. thei medical community and extensive
o>:ncrtiso to hel;) it fulfil the objective.
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RLIVrST!O:. OF Tt:E HIS. OF PRELE:. FAhLE fO!TALITi FK0> TRAUYA

ORlECTIVE: To reduce by 50Z by the end of the contract period the risk of
preventable nortality for Medicare patients admitted to the
hosprtai for trauma

PFObLEf. IDENTIFICATION, VERIFICATION AND VAIlIDATION

Death resuit-g from trauma waS the topic of two recent retrospective studies

completed in Connecticut. The two studies rohinfed included cases from twenty-

three (23) of the thirty-five (35) acute care general hospitals In the state.

Both studies identified patients admitted to the hospital for trauma who sub-

sequently died and whose deaths could have been prevenred. The coerirlsinn from

both studies was that aggressive evaluation and treatment of the patient's

condition wo.,d re-ll in rhe prevennion of de..ths of trauma patients.

The first study was conducted bv the lnrerhnspitut Trzra t..Ser-::ces C...t. -.

(conposed predominanrly of physicians) of the Capital Area Health Consertium.

Witn the cooperation of the Hartford County PSXO, The Hartford County Health

Care Plan and aeea hspitals, data were analyzed from 6.405 patients (1,647.

or 267 of whom were Medicare patients) who were transported to one of the nine

Consortium Connecticut hospitals because of injury during 1981. Through physi-

cian analysis arrd supplemelrtal information from emergency room data, 177 (2.8Z)

trauma-related deaths were identified. Of these 177 parients, over 50% (89 of

177) were Medicare patients over age 65. A further breakdow-n of age groups

shoved that over 10% of the patients (18 of 177) were 65 to 74 years of age.

while over 402 (71 of 177) were 75 years and older. This age distribution as

well as the type of injuries. e.g.. fractures resulting from falls, were much

different fron the trauma profiles c-r.omnly found in the literature.

Following data analysis, physicians reviewed the charts for all of the 177 trauma

victims. A uniform approach to evaluating each case was used by the physicians

to determine Whether the deaths were preventable or not. A revice Instrument

was ased to abstract rhe pertinent details for each case whic, were then con-

sidered by the physician. The results of the individual physician reviews were

then discussed by the Trasna Services Connittee where final determinations were

made. Through this method of study, 15 (8.52) deaths were judged to be preventable:

7 were determined to be clearly preventable and 8 were possibly preventable. Of

59-303 O - 86 - 8
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these 15 patients. 10 were Medicare patients 65 years or older. Of these 10

Medicare deaths. * were judged to be clearly preventable. the remaining six.

possibly preventable. For the Medicare age group, this showed an overall rate

of preventable deaths of approximately 11%.

The study evaluated preventability in terms of hospital care. The deaths which

were judged to have been preventable were ones involving inadequate evaluation

or treatment of the patient's condition so that there were undetected or untreated

problems which caused the patient's demise. For example, these deaths involved a

missed subdural hematoma, a missed diagnosis of chest bleeding, improper timing

of a surgical procedure leading to a cardiac arrest, a technically inappropriate

procedure f-w c-'--*'X h chest trauma. Each of these deaths could have been

prevented with the use of a systematic approach to the care of the trauma patient

which consists of: a rapid primary evaluation, resuscitation of vital functions.

a more detailed secondary assessment and the initiation of definitive care. In all

15 cases an error or delay in diagnosis or treatment was made which directly con-

tributed to or caused their deaths.

The second study, conducted by the Connecticut Society of American Board Surgeons

and coordinated by Dr. Christopher Baker from Yale-New Haven Hospital. included

data from twenty Connecticut hospitals for July 1983 through June 1984, (some

hospitals were involved in both projects). Ihis study included 2,557 patients

age 65 or older, who were admitted to the hospital for trauma. Eighty-three (3.25)

of these patients died. The types and frequencies of diagnoses for all patients

studied and those who died were similar to those within the Medicare age group

identified in the Consortium study.

Each hospital participating in the study reviewed the medical records for all

patients, with specific review for those patients who died to determine whether

or not the deaths were preventable. Each hospital established Its own guidelines

for this decision-making process. In total, the review results identified 24 of

the 83 deaths (29%) as possibly preventable One of the conclusions

of the study was "The elderly should be targeted as a high risk group following

trauma and should receive aggressive in-hospital care and outpatient rehabilitation

to prevent mortality and morbidity respectively."

CPRO physicians believe that the risk of mortality for Medicare trauma patients

could be reduced by improving the evaluation and treatment of these patients.

At the beginning of its contract period. CPRO established a Trauma Steering
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:onnhtine to define and implement such a prolect. The membership of the Committee

imcludts physicians throughout the state who are recognized as experts in trauma

and/or surgery and non-physicians who represent other components of the Emergency

Medical System. Exhibit A lists the members of this Committee and their affilia-

tions. The Committee used as the basis for the project design the studies

described above and other similar reviews performed in Connecticut and other

states. tt also identified two related areas for action by CPRO which it believed

would Impact positively on the basic objective.

First, the Co.mittee agreed that the project should include Medicare patients

who died from trauma prior to admission to the hospital and who received any

treatment by personnel recognized as being components of the organized Emergency

Medical Services System. As aggregated data are not currently available on these

patients, It is proposed that CPRO initiate such data collection. along with the

collection of data on inpatient deaths, through the establishment of a Trauma

Death Registry and a review and analysis of the ER records and ambulance run-

shects for such patients. The Committee believes that the analysis of such

information will permit the identification of actions which can be taken to

reduce the mortality rate of these Medicare patients in addition to other planned

interventions aimed at the inpatient deaths.

Second, the Committee identified the lack of autopsy information as a limiting

factor to the complete evaluation of trauma deaths. The lack of information is

the result of both difficulty in getting copies of reports when autopsies have

been performed, and also the fact that autopsies are not routinely performed on

such patients. CPRO Committee members have initiated discussions on these two

areas with the Chief Medical Examiner of the State of Connecticut. Agreement

has been reached that autopsy reports will be made available upon submission of

a letter from the Steering Committee requesting the report. The Committee is

still investigating the second aspect of the problem (the low proportion of cases

that are autopsied) and determining what actions will be most appropriate to over-

come this.

The Steering Committee has also initiated chart review activities on Medicare

patients admitted to Connecticut hospitals for trauma who died within 301 days

of admission and whose deaths occurred between October 1. 1983 and September 30.
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1i8~. Ihis rciew, which has fol0oved the same protocol as destcrbed in the

r .hodoiogy' section on the following pages, has been completed for 34 charts

th-ruuS the step of ,eferral to the full Review Connitree for final determi.nation

as to preventability. Of the 34 cases reviewed, six (17.61) were categorized as

preventable by both the individual physician reviewers and the subco- ittee of

reviewers and were therefor. referred to the full Committee. Exhibit B provides

information on each of the six cases and the reason the death was categorized as

preventable by the subcommittee. This finding provides f..rther support for the

results and conclusions of the other studies.

Based on the Committee's discussions and conclusions, a review of the previous

studies, and the chart review activities initiated, CPRO proposes an objective

to reduce the risk of mortality fot Medicare patients suffering from trauma, chat

will encompass both inpatients and trauma patients who die in the ER. CPRO will

also work toward the long term goal of increasing the frequency of autopsies on

trauma victims.

BASELINE DATA AND PROJECTED IMPACT

CPRO physicians believe that through appropriate intervention methods, the risk of

preventable mortality for Medicare patients suffering from trauma can be reduced.

Although it is believed that this risk can be reduced through interventions aimed at

both inpatient and pre-hospital services, data are only available at this point on

inpatients. Consequently. CPRO s reduction objective is stated only in terms

of these inpatients. It anticipates, however, that after review activities are

initiated on the deaths of Medicare trauma patients that occur prior to admission,

a suppleent to this objective can be developed pertaining to the ER deaths.

CPRO proposes to reduce by 502 by the end of the contract period the risk of prevent-

able mortality for Medicare patients admitted to Connecticut hospitals for trauma.

As displayed in Table 1, achievement of impact will be graduated, with no impact

expected until the third contract quarter and the full 501 reduction achieved by

the second quarter of the second year. This will result in a cumulative reduction

in the number of Medicare patients over the two year period with preventable

deaths following admission for trauma from 120 to B8.

The baseline data for Medicare trauma patients and trauma deaths which CPRO is



-ABLE I

REDUCTION OF THE: PISK OF PREVENTABI.E MORTALITY FROM TRAUMA

BASELINE DATA AND PROJECTED IMPACT

I PRO:FECTEI VOLUME 6 I'tPACT^ 2

li1t YEAR 2nd YEAR 2 'EAR
B 8ASELINE* _i Q U A R T E F TOTAU. a Y Q U A R T E R I TOTAI. TOTI,.

1 2 3 1 2 3 4

Coses subject to the oroblemI

0 of Medicare admissions
for trauma 6,094 1548 1562 1575 1588j 6277 1598 1609 1622 1636 6465 12.74,

P of trauma deaths 329 84 
8
6j 85 86 1 339 86 87 88 88 349 688

Cases with problem

P of preventable deaths
without CPRO intervention 58 15 15| 15 153 60 15 15 15 15 60 I 120

Cases with problem

I of preventable deaths with
CPRO lntervention n/a IS IS 13 12 55 10 8 8 7 33 88

Impact achieved

Reduction in preventable
deaths n/a n/a 2 3 5 5 7 7 8 27
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using for this objective, as displayed in Table 1. were developed from the study

performed by the Capitol Area Health Consortium, as this study utilized the same

definition of trauma patients proposed by CPRO. The data from this study were

extrapolated to the rest of the state. The proportion of deaths identified as

preventable was based on the recent chart review performed by CPRO which indi-

cated that 17.62 of the inpatient deaths are prevenrahle.

CPRO will refine these baseline data through continued chart review for each

hospital in the state, and thro-gh data analysis when historical data for all

hospitals are available.

METHODOLOGY

The following pages outline the approach CPRO proposes to accomplish this objec-

tive, inclUding the establishment of a Trauma Death Registry the evaluation of

treatment for both inpatients and ER deaths, and the intervention steps to be

taken.

Criteria

For the inpatient records to be reviewed, CPRO physicians feel that the most

effective review method will be one conducted by physicians who specialize in

the treatment of trauma patients. Therefore, physician specialists will review

each of the charts for patients who die within thirty days of admission to the

hospital for trauma to assess the clinical aspects of each case, together with

the clinical management. An abstract of each case will be completed by a nurse

reviewer prior to physician review. Exhibit C presents the draft of the instrument

being tested in this process. Because all cases will involve physician review,

explicit criteria for use by non-physician reviewers as a screening tool to

eliminate cases from physician review will not be necessary.

For the review of Emergency Room deaths. CPRO's initial activities will involve:

first, an analysis of the ER records and run sheets provided for these deaths to

determine what information can be routinely and reliably collected from these

documents; and, second, the review of this same material by physician reviewers

for the purpose of the valuation of the treatment given. Based on the results

of these activities. CPRO anticipates that criteria or screens will be developed

to be applied by non-physician reviewers to the information on these documents
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iv identify cases requiring physician revie, of the treatment given.

Monitor ing

The follow.ng protocol will be used by CPlO to monitor its progress toward

achieving this objective and also continued compliance once the objective has

been achieved. This review process will also guide the intervention activities.

1. Cases to be Reviewed:

The project will include those Medicare patients receiving treatment for

injuries from external trauma. This will exclude internal injuries such as

those caused by the ingestion of toxic substances.

All Medicare adn:ss:ons to the state's general hospitals involving patients who

die withir, 30 days of adeission for such trauman 'ill be studied in terms of the

hosptial care provided. Also reviewed wIll be deaths of trauma victims that

occurred before admission co the hospital "as possible but for whom treatment

was provided by personnel recognized as being components of the organized Eoergency

Medical Scrvlces System. Toe Committee considered the inclusion of these emergency

room deaths necessary in order to assess fully the medical intervention of trauma

patients. initial review of baseline data for inpatient deaths, including

discharges prior to the effective date of the contract with HCFA has been initiated.

Subsequent review for buth intpaciert anid ER deaths vill include all Medicare trauma

deaths occurring on or after the implementation date of the project.

To faciilitate the review process and the aggregation and analysis of data oln

trauma deaths, a Trauma Death Registry will be established. An individual

(preferably from the Medical Records Department) in each hospital will, on a

weekly basis, identify Medicare trauma deaths occuing during the week and

collect the infornatron for the Registry for both inpatient and ER deaths and

submit it to CPRO. Information to be collected will include: name; age; date

of birth; sen; Medicare numher; admit and discharges dates and medical record

number for inpatients: and date of death for ER deaths. Cases to be reviewed as

inpatient deaths will be identified from, the Registry on an ongoing basis.

'For analysis of PATBILL data, this will include all cases with a LOS of 1-30 and
a principal diagnosis in one of the following ranges: 800.00-839.9, 850.0-904.9
925 -929.9, 940 0-957 9; 991.0-992.9.
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Analysis of PATRILL data will confirm that all deaths have been so identified

This method will provide for timely review uf the inpatient deaths. The Registry

will also be the sole source of data for identifying the ER deaths.

2. Chart Review Process

A. A complete copy of the medical record will be submitted to the CPRO

office for all inpatient trauma deaths. including any pre-admission

data that are available (e.g., ER records, run sheets). A letter requesting

autopsy information will be sent as applicable on an Individual case basis

from the Steering Committee on Trauma to the Medical Examiner's office. A

CPRO nurse will complete an abstract of the record (including the autopsy

report if available). See attached Exhibit C for a copy of the review

abstract. The abstract and the full record will be reviewed by a physician

reviewer.

B. For the emergency room deaths, a copy of the ER record including any

pre-hospital run forms. transfer forms, etc. will be submitted to the

CPRO office on a weekly basis with the Trauma Death Registry submission.

Data concerning the pre-hospital events surrounding the treatment of trauma

patients in the pre-hospital environment will be accumulated by the CPRO

staff. (See Exhibit D.) A physician reviewer will review these data and

the associated documents to determine if there are any questions on the

adequacy of the treatment given. It is expected that during the initial

stages of the review of pre-hospital data and ED records, patterns of missing

and inadequate data will be identified. Such patterns will also be recorded

and analyzed for reporting back to the hospital and other parties as appro-

priate so steps can be taken to improve the recording process.

C. The physician reviewer will present each inpatient case s/he has

reviewed (regardless of the conclusions of the review) to a subcommittee

composed of four or five physician reviewers. In addition, the reviewer

will present the ER deaths for which the management of the case was

questioned. Those cases for which the subcommittee questioned the manage-

ment of the case and determined the death to have been preventable will be

referred to the full Committee of reviewers. This Committee will also review the
case and make a determination concerning the case's management resulting in the
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cartegorizat:on of thc deat h as eit her preventable or not preventcable

For chose ases categorized as preventab!. a description of the case and

tic rattonaIc for the Coivitte c detre minatio. vill be sent to thr hospital

and the attending physician with a request that if either wishcs to provide

additional infornatio,, O0 t1- case that such information be provided within

two weeks. Any information provided will be reviewed by the lull Committee.

Following this review the Con.ittee will make the final determination con-

cerning the prevenrability of the case.

The full Committee will also review the aggregate statistics concerning ER

deaths to identify avy patterns in, the ma-agement of cases which may represent

probler, areas. In add:tion, the Cocnilttee will use this starisriral review

to identify documentacion probleos for referral back to the appropriate

part ies-.

The physician mnembers of the Steering Cor.ittee ill serve as the physician

revie-ers and as the neabens of the subcomittes and foll comrmittee for

review. An tndividual physician reviewer will not review cases from his/

her ewn hospital. The subcommirteeswill meet on an ongoing basis depending

on the volume of cases for revie- The f1ll Committee will meet at least

quarterly, and vll meet more frequently if at any time the ongoing subcommittee

review process has resulted in the identification of ten or more questioned

cases for referral to the Conmittee.

Analysis of Review Results (Quarterly)

The Senior Quality Review Nurse assisted by the Data Analyst will, under the

direction of the Trau.a Steering Cormmittee, prepare a quarterly report which

will include a display of data and hart reuiew results The informatins wuil

include aggregate data from the Trauma Death Registry and CPRO s data base on

trauma deaths and trauma patients discharged alive, aggregate data from the re-

view of records on ER deaths, and the physician review results from both inpatient

and ER record review. The report ill identify patterns by hospital and physician

with respect to problems in ase canageren. The report will be used by the

Trauma Steering Coennittee in developing and/or modifying intervention activities

(see below) and recosrvending specific actions to the CPRO Board of Directors.
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Intervent lon

1. Initial Action

A. Notification of Objective to Hospitals and Physicians

The hospitals and all physicians in Connecticut have been notified

that CPRO has an objective concerning the reduction of the risk of preventable

mortality for trauma patients. Upon approval by HCFA of the objective.

CPRO will notify the hospitals of the specific design of the objective.

including the providers responsibilities concerning the objective, the

background information on the objective, the expected levels of inpact,

and the methods to be used to monitor compliance.

The letter, which will be directed to the Administration, the Quality

Ass,,rance Chairman, the Chief of Emergency Services, and the Chief of

Surgery of each hospital. Sill also request that the aforenentioned in-

formation relating to CPRO s objective be discussed at Departmental

meetings, andwhen possible. be included in one of the institution's

publications. The hospital will be required to submit verification of

this action to the CPRO Trauma Steering Conmittee.

In addition. CPRO will request that its representatives be afforded the

opportunity to present information on the objective at the routine meetings

of such grovps as the CHA Committee of Directors of Emergency Departments,

Committee of Hospital Administrators, Connecticut Emergency NursesAssociation.

etc.

B. Reporting on Baseline Chart Review Results

Upon the completion of chart review activities for the baseline period

for each hospital, a detailed report will be returned to the hospital

on the results of this review, including specific recornendations for

actions when indicated. In addition regional meetings fur education purpoSeS

will be held with the Directors of the Emergency Room and other Departments

and other appropriate staff (physician and non-physician) to discuss in detail

the review results and the recommended modifications to the. managem-ent of

trauma cases.
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C. Imple.entation of Consultant Panel

A panel of consultants will be developed who vill be on call on a 24

hour basis to provide consultation services to the hospital for indi-

vidual cases. The physicians will be on call on a rotating basis with two

physicians on call at any given tire, a primary contact and a back-up. The

physicians on the panel will be recognized experts in Connecticut in the

field of emergency services and surgery.

The panel will provide the means to affect directly on a concurrent basis

the care given to Medicare patients suffering from trauma. It will provide

access to all hospitals and physicians to specialist consultation during

the decision-making process on the management of the patient. The use of

the panel will be on a voluntary basis, unless review results have denon-

strated over time that concurceni supervision of trauma management is

necessary and no other supervision is available.

2. Ongoing Action

A. Dissemination of Review Results

The quarterly reports described above will be returned to the involved

hospitals and physicians along with the Committee's conclusions concern-

ing the reports. The parties involved will be required to respond to the

findings in terms of steps taken to correct any deficiencies identified.

Su.maries of the cases and the Committee's conclusions and recommendations

will also be presented at regional meetings of the Directors of the Emergency

and other Departments and other appropriate staff (physician and non-physician).

B. Availability of Consultants

The availability of the consultant panel described above will also be

one of CPRO's ongoing intervention activities.

3. Additional actions

Additional actions will be taken as indicated by the results of the chart

review activities. These actions may include but will not be limited to
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those described below. Some actions (such as a, b. and c below) nay be imple-

mented immediately upon completion of baseline data review or upon quarterly

review results. Others (such as e and f) will be initiated if other attempts

at corrective action have failed. Results of the actions will be assessed on a

quarterly basis with the implementation of the successive actions (if needed)

occurring immediately after the assessment. If improvement does not occur in

response to the acttons/recommendations over three successive quarters. sant-

will be initiated.

A. Review and Analysis of Hospital Trauma Care Resources

If chart review r--*les eo indicate, a review of a hospital's trauma

care resources may be conducted to determine the availability and

level of services for trauma victims. Recommendations for change will

be made to the hospital as appropriate. the hospital will be required

to report back what actions were taken in response to the recommendations.

B. Education sessions

Education sessions (in addition to the quarterly meetings) will be held

when necessary on a hospital-wide basis or for groups of physicians,

including residents treating trauma patients, that will involve a case study

presentation of chart review results and indepth discussion of the systematic

approach which should be used to evaluate trauma patients.

C. Expansion of chart review activities

If a pattern is detected in inadequate treatment of a specific type of

injury or condition, chart review will be conducted on Medicare patients

with similar injuries or conditions discharged alive. The results of this

chart review will be used to further define the problem and identify an

approach for corrective action for recommendation to the hospital. The

hospital will be required to report back on actions taken as a result of

the recommendations from this chart review.

D. Individual meetings/increased review for individual physicians

Should physician-specific patterns regarding problems in the managenent
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of t;1 - b rases hr identified, face-to-face meetinrgs ith the phvsician(s)

and representatives of the Trauma Steering Conmittee will be held to reinforce

the approach to the clinical evaluation of trauma patients. All Medicare

trauma patients (I.e., deaths and all non-deaths) treated by the Identified

physician(s) in the subsequent quarter will be reviewed to determine whether

the recommended clinical enaluation methods are being practiced.

E. Concurrent Supervision

Should other methods of intervention not succeed with an individual

physician. the Commiittee may require that the hospital initiate direct

concurrent supervision of the physician's treatment of Medicare trauma

pat ie-rs.

F. Sanctions

Should hospital or physician specific problems in the Management of

Medicare trauma cases persist after other means of intervention have

been implenenred, sanctions will be recovrrrended.
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DEPARTMENT OF HEALTH & HUMAN SERVICES Offt t inwprC-. O-

Memorandum
Die * ! .. Li;)

Don Nicholson
Assistant InsDector General

for Health Financing Integrity

Draft Peer Review Organization (PRO) Instructions on Unnecessary
Readmissions and Transfers -INFORMATION

Phil Nathanson
Director
Health Standards and Quality Bureau
Health Care Financing Administration

Thank you for providing us the opportunity to review the subject
document. Your staff is to be congratulated for their efforts in
addressing very complex issues.

we have the following specific comments on selected sections of
the instructions:

1. IM 2086 PRO Interventions: In addition to the
interventions listed in this section, PROS should also
require hospitals to take the necessary action to
prevent or correct the inappropriate practices.
Nonconforming hospitals should be notified that
continued abuse will lead to a sanction recommendation.

2. IM 2086A.2 Transfers: Parts (a), (bI, and {c) of this
section should be expanded to include denials of
medically unnecessary, unreasonable, or inappropriate
transfers to Prospective Payment System (PPS)-exempt
Skilled Nursing Facilities including swing beds. We are
aware of significant problems with transfers to swing
beds in certain providers. This abuse must be addressed
by the PROs.

3. IM 2086A.2.(c): Transfers from PPS hospitals to
PPS-exempt rehabilitation units within the hospital
should be included in this section.

4. IM 2086A.2.C.2.: This section is inconsistent with
current guidelines in that it allows a Diagnostic
Related Group payment for an acute care admission
of a patient for whom a lower level of care was
indicated. In this situation, it would be more
appropriate to deny the admission to the acute,
non-exempt part of the hospital and pay for the care in
the exempt part.



235

Page 2 - Phil Nathanson

5. 1M 2086B.2.b. : We believe that this section, as
written, may generate an excessive sanction workload for
the PROs. Rather than specifying that two or three
cases constitute a substantial number of cases, we
recommend that this section be made compatible with the
following definition from the PRO sanction regulation:
"Substantial violation in a substantial number of cases'
means a pattern of care has been provided that is
inappropriate, unnecessary, or does not meet recognized
professional standards of care, or is not supported by
the necessary documentation ot care as required by the
PRO.

6. IM 2086E. Referrals of Office of inspector General
fOIG): This section should be modified to clarify
that, in addition to referrals of sanction cases, PROs
should also refer to the OIC those hospitals that
demonstrate a pattern of inappropriate admissions and
billing practices that have the effect of circumventing
PPS. This distinction is important because PROS may
identify patterns of abuse which are not related to
unnecessary care, poor quality of care, or inadequate
documentation.

7. The final nage specifiec thr'c Instances i. which PROs
should not deny reaomissions or transfers. The first
two instances are very prone to abuse and the draft
instructions are too restrictive in that they do not
allow the PRO to make any denials. We understand that
HCFA expects to publish regulations which will change
the method by which transfer cases between PPS hospitals
are paid such that there will he one payment for the
entire course of inpatient hospital treatment. Until
such regulations are published, the instructions should
be modified to allow the PROs to deny transfers which,
in their judgment, are not compatible with locally
acceptable patient care practices.

Finally, there are two additional issues which are not addressed
in the instructions.

First, there have been over 2,000 cases referred by Medical
Review Entities to FICFA regional offices in accordance with
current instructions. In accordance with 42 CFR 405.4721e)(1),
these cases should be reviewed by the PROs and the appropriate
action taken.
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Second, denials made according to the new instructions should be
included on the monthly report of medical review activity.

If you or any member of your staff have any questions, please
contact Barton McCann, M.D. on extension 70831.

OIG:OHFI:BMCCANN:ck: 03/08/85:PROHSQB,2,3
03/ll/85:(typo corrections per Dr. Bart)
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oEPARTM*EtT OF HEALTH AtlO HUMAN SERVICES

i.:4rcl i. 91W9

Larry Pitn-ar
Executive -irector
teanst Fmomdttir. fof '.iedial Care
2, S.R'. Tanarr.aler rivc

Topeia. KXmnas (f6;i4 Re, r FA-5-t-0O

Dear Mr. Pitmanm

You recently responded to our letter of lSttury 7. 19855 which forwsrded PPr,
Program Directive Nwvber 5. It is vow position that this directive added new
respnislbllltles not included ID yoiff contract and you would not begin revie w tefll ar.
official modificatlon Is made to yew contract.

The terms of your contract stipulate in Artide TX that 
5 the contractor agrees to

cempiy %p!th the requirementS of any chatnes In legislation, applicable regulations one

program dircctives.t It these cansges cause sr. Increase In cost, the Secretary is to be
advised of the associated Increjund cost wirt jItfikstlon for the nee t '
funds to perforr. the review. 1However you are required to Initiate these dbingts in
the timefrerne spec~fied by HCFA notv:tlhstandint the absence el a rnodificauor; to
your contract.

If you have any rpestions. please Contact me.

Sincerely youns,

Brenda F. Burton, project Officer
Medical R eview vranct
Division of Health Stttnttrds

ant INuality

cc Contract Office, HSQB
bec: Lear/Burton
FILE: KS.7
Rf CFA:Di!SQ:MRB:BFB:isf:3/i9/85:X5748

MUitE GorI t AMt t - Ixr>t L- I s rgm- I ~ >- 3,I0"
-- ----- , iu ---------- --- P- ------ -------- --- - ----.- - -----

| @ , . . ... tzlh-l. i _ ---- ------- i------I..... ----- -- -
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

Parch 27. 19&'

PreJact O"cer, bd1cul fit. Bseach
ODvision of h1alth Staedrds and Qality
health Caft Financing ministration - Uasas City

Ceetrect Nber 600-4-0413

Allst Lour, At1m5 Dirctot
Office Of Medical A&Visv
Health Staslards And Quality kwu
health Care Fieaaclag dinalstration
Rom I-K-3. , Last Bilding
126 Security Ba1.vard
3a1timr, yland 21207

Atteation: CyUthia Craiafke

O Fabruary 5, 96. the low Fodation for Medical Care (IFxC) wrote
to Burtos Steckler exprfssin coces about Additiael work re twir to
rwvait Di 44.2 cases and requesting funds for this activity. (otry attCL i~j
Tbe cmrrea~pnd'ce is beleg COntrolled as a panding contract ntiflcst1tcn.

It Is 1 y recendation that ths be disposed of by letter to JFW. ndi-
cating that the additional wort created by rail, or DRi 462s has beer
offset by oUtrr review activity' changes included In the recently Issue.
?r Review O ftiztioi Manual nteri. manual *truction 86-2. IFsZ
~~ieIiid vlsed >1o~riwrI~s~l fuds are required as a rewlt of
this inual isliPnCe, a detailed requ st for fun4s epIinlns all ch"nses
In level of review activity sould be suboitteG.

If fo ther action on my pert Is _eeed, please let - know.

Unny G. ubter

Attachent

cc: Burton Steckler, Contracts Office
Lear/Gruber

HCFA:DHSQ:MRB:BBURTON:1r

IA. 2

F t 1 l l [ 2 a uw~ 1i j r > s e i r F
~~~~~ tii It I >~.------- ---
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O[PAET~tNT OF HLALT"UMAN SERVICES , F ..mw F t
DEPARTAIEN ~ ~ 11 011

[i ti li Memorandumg, '

. MM 7 19ES Ata 1 51 F4's 5

Director
Office of Miiical Rcview (7
PRO Contract Workload

Associate Regional Adhinistrator
Health Standaros and Quality
Regions I - X

lie Office of Miedical Review has received several inquiries iron PRO
contractors regarding ttie possiole increase in workload as a result of
Program Directive IS which requires review of iXG 402 cases. First, we
must emphasize tnat under Article IX of their contract. PRXs must comply
wito all changes in program policy and instruction. We are similarly
obligated to negotiate changes in price as appropriate. !

In tnis case, th: slig-t increase in review activity Yii} oe otfset by
the decrease in workload as a result of modifications in APi ano requireo
medical review activities of tne PRO. The instructions implementing
these ciianges were issued as L'4-85-2, as Interim Manual Instruction for
the Peer Review Organization Manual dated Marcn 19J5. Revisions to the
APM activities are scheduled to be issued soon. It should be noted that
as of this time we have not released two quarters of AK4 activity, which
in and of itself lus significantly reduced tne individual PROs workload
and costs to date.

Any contractor that has failed to implement review of U1G 462 cases in
accordance with Program Directive fS is out of compliance with its
contract and appropriate corrective action must be taken immediately. If
a PRO can substantiate that the shift in workload creates an inequity,
and additional funds are needed, the PRO should submit a budget with
justification to its project officer. d

Allan Lazar
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ALABAIMA QUALITY ASSURANCE FOUNDATION
\ < i At SUITE 300. TWIN TOWERS EAST
a-ti' / t 236 GOODOWN CREST DRIVE

tyRMIGNivAM ALASAMA 35209

-8 W ;TELEPHONE 12051 942-078S

Apr i 3, 1985

Mary Gregory, Project Officer
DPHS, Region IV
101 Marietta Street N.E.
Suite 502-A
Atlanta, Georgia 30323

Dear Mary:

Alabama Quality Assurance Foundation, as the PRO for Alabama, would like to propose acontract modification to address the need for effective, efficient utilization review andquality assurance for Medicare beneficiaries in long term care facilities in the state of
Al abama

A preliminary report by the General Accounting Office has stated that Medicare's prospectivepayueet system may be forcing patients out of the hospital too soon add in poorer healththan before PPS was in place. This nOans that Medicare skilled nursing facilities may be
receiving Medicare patients who are requiring more services than the SNFs are experienced inproviding. In some instances, Medicare patients may be subjected to substandard care
causing readmission to the hospital after seven days. A comprehensive system to trackpatients discharged from acute care facilities to SNFs and back through subsequent
readmissions to hospitals should be established to ensure that necessary, high quality careis provided to Medicare beneficiaries. Because SNFs are beinq paid to perform UR byMedicare, the cost of third party quality review would be offset by reductions in Medicarepayments to the SlIs to perform their own UR.

Since 1980 at the Foundation, concern about quality and appropriateness of care has extendedbeyond the hospital to the long term care setting. Under the PSRO Grant of 1980-81, theFoundation conducted Medicare and Medicaid long term care review. This experience resultedin identifying quality of care problems as documented by audit findingq and addressed in theattached proposal. Due to the PSRO Grant being defunded by the federal government for allPSROs having long term care grant funds, the Foundation was unable to determine ifintervention was made to correct these problem areas.

Again in 1981, the Foundation, through long term care review for the State Medicaid Agency,noted quality of care problems in their review. Because in 1982, the State decided toreactivate its review program, the Foundation has been unable to determine if these problemshave been addressed.
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Mary Gregory
April 3. 1985
Page Two

Presently, under private review contracts, 24 nursing homes utilize the Foundation's
expertise to assist in utilization review and quality assurance activities. As discussed in
the attached proposal, demonstration of our effective utilization review is apparent with
the average length of stay for the nursing hones reviewed by the Foundation to be 8.16 days,
while F! statistics reveal an SNF length of stay to be 16.37 days.

The Foundation's experience in the utilization and quality assurance review process
demonstrates our capability to assume expanded review functions for Medicare beneficiaries
in long term care settings. Therefore, the Foundation recommends that HCFA consider
revision of the Scope of Work for the PRO contract for Alabama Quality Assurance Foundation
to include long term care review for Medicare beneficiaries.

Si ncerejl#
ALA3A1tA QUALITY ASSURANCE FOUNDATION

Chief Executive Officer

Enclosures
/lh

cc: Phil Gomiez/)ICFA
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SEUCIli I - PROMKi PAPER

1. PURPOSE
lo present information regarding the need for effective. efficient utilization review
and quality assurance for Medicare beneficiaries In long term care facilities In the
state of Alabama. and to propose a contract nmodification to address this need.

It. PROHLEMS
a. Bong standing quality of care problems documented by audit findings.
2. Lack of a comprehensive system to track patients discharged from acute car

facilities to SPF and back through subsequent readmissions to hospitals.
3. Increase in the need for skilled nursing care due to prospective payment

incentives to discharge patients early. The PRO has no provisions to evaluate
this area of premature discharge.

4. Pressure fron State Medicaid officials to increase Medicare utilization of
skilled days to effect a reduction in Medicaid utilization.

5. Medicare coinsurance payments exceed the average romn rate in nursing
facilities. Patients and families request patients be removed from Medicare past
the 20th day of coverage creating an increased burden for Medicaid coverage.

Ill. BAOKGROUNn
I. Under the PSRO Grant of 1980/81. the Foundation conducted Medicare and Medicaid

long term care review. Quality assurance studies conducted during that period
included a comprehensive study of patients transferred from nursing homes to
acute care facilities. The sanole incltuded 1.644 narting hosC records fron the
166 nursing homes in the State. Criteria for the study included evaluation of
physician and nursing personnel activities prior to transfer. The following
problems were identified:
a. unavailability of attending physician when personnel required guidance

regarding patient care problems;
b. inadequate physician follow-up and treatment of existing Or new problems;
c. failure by the nursing staff to (1) check and record vital signs; (2) report

active bleeding; (3) recognize and/or report indications of complications;
(4) high incidence of fractures and other trauma; and (5) delays in transfer
of acutely Ill patients of up to three hours or more.

The Foundation was in the process of completing this quality review study when
the long term care portion of the PSRO Grant was defunded by the federal
government for all PSROs who had long term care grant funds. No intervention has
been made to correct these problem areas. The PPS pressure to discharge Medicare
patients earlier and in poorer health nay cause these already identified quality
of care problems to intensify.

2. In 1981 the Foundation conducted long term care review for the State Medicaid
Agency; however, in 1932 the State decided to do its own review. Close-out
reports to the Medicaid Agency detailed the quality of care problems noted by the
Foundation. We are unable to determine if these problems have been addressed in
all of the State's SHFs.
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3. Presently, under private review contracts, 24 nursing homes througnout the Stateutilize the Foundation's expertise to assist in utilization review and qualityassurance activities. Problems noted in association with these contracts are (1)pressure from State Medicaid officials to increase Medicare utilization to effecta lesser burden on Medicare coverage; (2) increasing pressure to stop Medicarecoverage on the 20th day from families and patients due to high co-insurance,
which exceeds the average roca rate; and (3) pressure from State licensureofficials regarding quality review studies. The nature of that pressure suggestsan apparent lack of understanding of the principles and objectives of qualityreview. At a recent meeting with the Foundation's Long Term Care Director andquality assurance staff, State licensure officials discussed documentation ofquality review studies in UR minutes. The State indicated that once UR minutesreflected that data collection nao been completed for a study, the minutes shouldaddress another area of quality review. From this perspective, analysis of data,conclusions and recommendations were "paper work". The Foundation's view is thata study is not complete until the UR Comtnittee has addressed each component of astudy. It is the Foundation's policy that quality review studies begin withidentification of problems/topics and with follow-up action regarding any UR
Committee recommendations.

4. Demonstration of the effective utilization review conducted by the Foundation isapparent in the cooparison of the average length of stay for the 24 skillednursing facilities the Foundation has under private review, with the averagelength of stay for the remaining facilities. Based upon 1984 4th quarter data, asample of Medicare SN admissions for the 24 homes reviewed by the Foundationrevealed an average length of stay of 8.16 days, while F1 statistics reveal anSNF length of stay, based on claims paid from July 1, 1984 through December 31,1984, of 16.37 days. These statistics point out a liberal use of SNF days bythose facilities conducting their own utilization review. in addition, ourquality review progran hds addressed quality problems in these SNFs.

Iv. DISCUSSiiN
T1.P1T~Ishave oens made responsible for quality assurance activities in acute carefacilities. One of the quality objective areas cnonon to all PR~s is to reduceunnecessary hospital readmissions resulting from substandard care provided duringthe prior admission. Due to the fact that PROs do not have a mandate nor fundsto conduct review of nursing home records, a significant group of patientsdischarged from acute care facilities are not evaluated for premature discharge.The liklihood of readmission to an acute care facility within the seven dayreadmit time parameter is diminished due to nursing homes financial incentive toretain patients and the inability of nursing home staff to recognize and reportproblems. It is also common knowledge that readmission within seven days comesunder PR0 review. This creates an incentive for the SNFs to keep patients overthe seven day period to avoid review, when the patient's condition requires acutecare in the hospital.
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2. A preliminary report by the General Accounting Office (GAO) has stated that
Medicare prospective payment system nay be forcing patients out of the hospital
too soon and in poorer health than before PPS was in place. The GAO found that
skilled nursing facilities (SNFs) are treating sicker patients.

3. In addition. a survey of State nursing home ombudsmen conducted by the House
Aging Commnittee and its Task Force on the rural elderly found:
-77% of those responding said patients are being discharged sicker or much
sicker than before PPS

-Over 71% indicated that more or many more people need skilled nursing care
since PPS and over 50% stated that existing SNF carriers are inadequate to meet
the needs of discharged hospital patients in rural areas. One-third said the
care was inadequate in urban areas.

-59% stated that nursing homes did not have adequate personnel to provide care
in rural areas before PPS and 67% believed this wan true after PPS. In urban
areas, the before and after change was 49% to 56%.

4. The 1980-81 transfer study indicated that a high percentage of patients were
transferred from nursing homes to acute care facilities when death was
imminent. The incentive to increase this practice in PPS hospitals, especially
for those who also own nursing facilities, is a real concern. Patients for
whom death is but hours away are a source of possible revenue under PPS. Often
coded as an MI, when in fact a multitude of diagnoses may be responsible for
the admission and subsequent death, DRG reimbursement is high for these dying
patients.

5. With the implementation of the U882 for skilled nursing home Medicare billing
on 3/1/85, the disposition codes will allow tracking and profiling of
readmission of patients from SF to acute care facilities. Data from hospital
discharges remarding disposit'en is prL-cntly ava;ilab .

6. Through the Acute Care Review Program, all Medicare patients are assessed on a
pre-admission or concurrent basis as to the appropriateness of admission to an
acute care facility. The readmission study conducted in 1980-81 revealed that
of the 1,644 records reviewed. 96.5% of the patients met the criterid for
admission to an acute care facility. As the pressure increases to discharge
patients earlier from PPS hospitals to maximize reimbursement, SNFs have
responded with the protest that they are ill equipped to care for these
patients. Results of the transfer study validate this argument. It is
inevitable that hospital admissions from SNFs will increase for two reasons:
(1) premature discharge for reimbursement incentives; and (2) poor quality of
care in SNEs.

7. Therefore, major aspects of quality of care assessments require review in the
following areas:
1. Evaluation of readiness for discharge from hospitals by evaluating SF

admissions from acute care facilities that result in readmission to an
acute care facility within 14 days of hospital discharge.

IMedical Utilization Review. February 28, 1985, Vol 13, lo. 5, Pg. 42Medical Utilization Review, February 28. 1985. Vol 13, No. 5, Pg. 3
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2. Reason for admission to hosoital from SNF.
3. LOS information between SNF and acute care episodes. With the addition of

the UB82 field, reasons for admission beginning with April 1985 oases canbe cross-referenced from the acute and SNF facility PATBILL files.
Utilizing SNF as d point of patient origin, a statewide SNF hospital
readmission data base can be created. Profiling would provide for analysisacross provider units of the diagnosis on admission. By using the HIB number.
the hospital PATBILL file can be accessed to link the two episodes and provideinformation regarding primary diagnosis. Length of stay at 51F between acutecare episodes promises to be an important indicator of the ability of theskilled facility to care successfully for the patient and for evaluating
premature discharge. Admissions to acute care facilities for fractures andtrauma present an interesting profiling possibility when co.Pared across SNF
providers. Additionally, patients who expire 24, 48 and up to 72 hours aftertransfer from either hospital to SNF or SNF to hospital will yield valuable
information.

V. RECOMsINDATilost
That HCIA consider revision of the Scope of Work 'or the PRO contract for AlabamaQuality Assurance Foundation to include long term care review for Medicare
beneficiaries, as follows:
A. Admission Review:

Prior approval of Medicare admissions to the 201 skilled nursing facilities inAl abama.
B. Continued Stay Review:

of care review n or before the 8th, j5th god 21st day after admission a*ever.y 14 days until Title XVIII 'enefits are exhausted or until Certificatio 1sdeqed, whichever comes first.
C. Monitorinq Plan:

R, ew Coordinator to monitor levi of care on-site in the nursing homes on orbeiIre the 20th day past admnissiovF
D. Quality of Carp Revlea

1. Ungoi:m1 o-duct ongoing review of patients transferred from an aute cartTagi1Ty to SNF and subsequently readmitted to the hospital within 14 days ofdischarge to determine If the readmission resulted from substandardA
carelpremature discharge from.the prior hospital admpssion. Review to be 'conducted by physician members of the UR Counittee.

Conduct ongoing quality of care assessments of patients transferred betweenSNF and acute care facilities by utilizing quarterly statistics, as outlined
in Section 111 of Data Plan, to identify quality of care concerns in thefollowing areas:

D. eath rate within 24, 48 and 72 hours of admission to nursing home;
2. Death rate within 24, 48 and 72 hours of admission to hospital;
3, Admission from SNF for fractures and other trauma; and
4. Average length of stay between acute care facility stays at SNF.

2. Focused Ieview: Bashed anp identificatiojn, f f rool"used Review: Base(s~e~t~resqut*,*tycs,,Uti'udt whicheview Comndmcitted drn t wifez "SiUer'!Wquality review stiudy~ whiich willI be conducted darting the 6ITloinrj q~W*
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3. ReedMsston Review: Evaluation of readiness for discharge from hospitals by
evaluating STl admissions from acute care facilities that result in
readmission to an acute care facility within 14 days of the hospital
discharge. Material utilized in the readmission review is contained at
Enclosure IV.

Physician nembers of the Utilization Review/Quality Assurance Committees will
conduct this review.

Monitoring of prenature discharge/substandard care will be conducted.
Identified patterns of premature discharges will result in educational
intervention efforts with the attending physician.

E. Take action to resolve quality of tare problems
F. Report to HCFA on monthly transfers between SNFs Ind acute care facilities.
G. Report to HCFA on readsissions from SHF within 14 days of discharge from an acute

care facility that resulted from premature discharge/substandard care from the
initial hospital admission.

H. Report to HCFA on monthly nlober of SNF days used by facility.
1. Report to HCFA on monthly number of SNS admissions certified or denied,
J. Report to HCFA on monthly number of reconsiderations with UR Committee decision

(proposed monthly reports are at Appendix A).
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SECTION II
ALABAMA QUALITY ASSURANCE FOUNDATION

LONG TERM CARE UTILIZATION REVIEW PLAN FOR MEDICARE

ORGANIZATION AND COMPOSITION OF COMMITTEE
The twenty-five (25) member Board of Directors, consisting of physicians, hospital
administrators and industry representatives, shall be responsible for the utilization
review activities of the Alabama Quality Assurance Foundation. The Board shall delegate
the responsibility for performing UR functions to the Long Term Care Committee,
consisting of physicians appointed by the Medical Director, and to Physician Advisors andprofessional staff employed by the Foundation. Review by the Committee shall not be
conducted by any person who is employed by the facility being reviewed or who is
financially interested in any SNrT or by any person who is professionally involved in the
care of a patient whose care is being reviewed.

FREQUENCY OF MEETINGS
The Long Term Care Committee shall meet at least every thirty (30) days. The Chairman ofthe Committee may call meetings during the interim period, if necessary. Physician
members of the Long Term Care Committee shall be available to the Foundation Area Review
Coordindtors for consultation.

RECORDS
Minutes of each Comnittee meeting shall be recorded and maintained and shall include the
fol lowing:
1. Name of Conmiittee
2. Date of Meeting
3. Duration of Meeting
4. Names of Committee members present and absent
B. Names of staff present
6. Outline of activities

a. MCE Studies
ti) SuSJect

(ii) Beginning and expected completion date
(iii) Conclusion
(iv) Recommendations of the Coosnittee
(v) Follow up on implementation of recommendations.

b. Extended Stay Cases reviewed with summaries made of the dispositions. Copies of
the qeneral minutes and all pertinent report relating to the facility will be
forwarded to the Administrator of the facility within fifteen (15) days
following the meeting.

Documentation of extended duration Medicare cases shall be given to the
Administrator at the time of review and shall be maintained in the Medicare
beneficiary's record within the facility.

Documentation of action taken for each case not approved for continued care shall
be in the form of an Initial Adverse Determination. A final determination by a
physician member of the Committee or by the full Committee that admission or
continued stay is not medically necessary is made by at least two physician
members of the Committee except that the final determination may be made by one
physician member where the attending physician, when given an Opportunity to
express his views, does not do so or does not contest the finding that the
admission or continued stay is not medically necessary. Notification of an
Adverse Determination shall be forwarded to the beneficiary and his/her
representative, attending physician, facility and fiscal intermediary or State
Medicaid Agency.
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Documentation of UR activities as to the initial and subsequent continued stay
reviews will also be maintained throughout the benefit period and for one year
after audit by the fiscal intermediary, State Agency survey or other responsible
audit agency.

REVIEWS
The continued stay of each eligible individual will be evaluated against written criteria
developed by the UR Committee. Closer professional scrutiny will be applied in cases
requiring continued stay and associated with high costs, excessive services. or if the
attending physician's patterns of care are frequently found to be outside of established
parameters.

1. Medicare
A. Pre-Admission Review

Pre-admission review (prior appronal) [Enclosure 1) for skilled care will be
conducted for all Medicare beneficiaries prior to or on the day of the nursing
home admission. The review is based on the attending Physician's reasons for
and plan of care for the admission to the facility. Cases will be screened by
a qualified non-physician representative of the Committee (Review Coordinator)
using criteria established by physician menbers of the Committee (Enclosure
11). Cases that do not pass the screening criteria will be referred to a
Physician Advisor for a determination. The Physician Advisor may contact the
attending physician for additional medical information in cases that he is
unable to approve. Based on all information available, the Physician Advisor
approves or denies the admission to the facility. In cases of denial, written
notification is provided to the facility. patient, patient representative and
attending physician within 24 hours of the determination.

S. Continu.,l Stay Review (Extenoed Stay Review)
The F it continued stay review will be conducted on or before the 8th day of
admisTon. The review is based on the attending physician's reasons for and
plan for continued stay and other documentation the Conmiittee deems
appropriate. Cases will be screened by a qualified non-physician
representative of the Committee (Review Coordinator) using criteria established
by physician members of the Committee. Cases are referred to a Physician
Advisor if it appears skilled care is no longer necessary.

Where a finding is made that the individual continues to need inpatient skilled
nursing care, an additional stay not to exceed days up to the 20 day period is
approved. Before the expiration of each new period, the case rmist be reviewed
again in like manner. Where a finding is made that the individual does not
require inpatient skilled nursing care, the attending physician will be
contacted by a member of the Conmittee. Opportunity is extended for the
attending physician to provide additional medical information. Verbal
notification is made the same day to the facility. Written notification of the
Physician Advisor decision will be made within twenty-four (24) hours of the
determination to the facility attending physician, patient and patient
representative (Enclosure I1l1; It is the responsibility of the facility to
notify the appropriate fiscal agent.

Continued stay reviews will be conducted at least every fourteen (14) days
throughout the 20 day day post acute benefit period or until Title XVIII
benefits are exhausted or until certification is denied, whichever cones first.
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MEDICAL CARE EVALUATIONS
Puroose: To promote the most effective and efficient use of all available healthlacilities and service consistent with patient needs and professionally recognizedstandards of health care.

A minimum of one (1) Medical Care Evaluation will be conducted in the skilled nursingfacility annually. The period of evaluation is considered to be twelve (12) monthsfollowing the implementation of the UR Plan. One (1) study will be in progress at anygiven time.

The study(s) will be conducted on a subject(s) recommended by the Co.mittee, based ondata obtained through ongoing quality of care assessment i.e., readmissions, deaths,trauma) and identification of problems unique to the level of care and/or patientpopulation.

Criteria, guidelines and time frames will be developed by the committee to facilitate thestudy. The Administrator will receive notification of the study(s) through minutes ofthe Long Term Care Committee meetings. When the study(s) is completed, an analysis willbe made of data collected and recommendations will be made to the Administrator as to theavenues for corrective action and/or recorimendations of the Committee.

A plan for implementation of Committee recovnendations and/or an alternate method toachieve the intent of the recommendations is to be provided to the Committee withinthirty (30) days from the date of the notification. The facility implementation plan isto include anticipated date of full implementation.

RECONSIDERATIONiS
Reconsiderations will be held at the Foundation's Central Office, utilizing two (2)physicians other than the one making the initial determination.

NURSING HOME RESPONSIBILITIES
The nursing homes would be responsible for calling in all admissions eligible forMedicare coverage on or before the day of admission. The nursing homes will beresponsible for verifying the eligibility of Medicare recipients and the days availableto that patient before calling for prior approval.
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u4.LUIt I

PRIOR APMTAL ASSESSHICT

Dats: 19 _ Contact:e

FacilityM edicare #: Certified:_

Patient ance: DB: . Medicaid

Fr:m: Prior Control f: LOC: -

Attending/Referring M.D., Admission Date: a

MEDICAL INFORMATION

DIAGNOSIS:

Bedfast MEDICATIONS:

Bedchair Fast

\Walks with Help

Walks Alone/with Device

HG Tuhe/fastrostoity

Has to be Fed

___Feeds telf
Foley/Condom TREAT EUZTS:_ _

lleostomy/Colostomy

Incontinent

Decubitus/Otber Skin Problems

Traction

Cast

Terminal Illness TIIERAPY:

Assist with A.D.L.

Speech Hearing_

SightM ental Status t

_ ----- -- -- - -- -- -- - -- -- -- -

CCOENNTS:

Certified For: _(.edicare Hunber of Days)

M_ edicaid Level of Care

P.A. _ Denied: Reason: _ __

PRIOR APPROVAL COORDINATOR:-

s _e ,,, ,,,,,,w,
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Efl!DSRE ' I

Level of Cdre Criteria

SKILLEDt CARE

Level of Carie Deerrminations:

Guidelines for Skilled Care:

The principal 2s-ect of covered care relates th slkilled services being
rendered. The co.rtroiling factor in deterninino -ahether a person is receiving
covered care is the level of care and ondical suprvisien that the patient
requ ires.

An ind~vidual is elieible or exoe-nnd care beefits t:e foilo::i.ng
ci rcums tences:

1. Skilled nursing care, or other skilled rehabilitation service, is required
on a daily basis;

2. For furth2r treat-ent of any cendition for nihich irpatient hospital services
were recrived.

3. For d corditicn drising while in a skilled nursing facility receiving care
for a conties-,n for which inpatient hospital services zere received; and -
as a practical matt-r, can only be provided in a soIled nv-sing facility
on an inpatient basis.

A skilled nursing service is one which rust be furnished by, or under the
general supervisIon of, a remisternd nu:rse and under the 9fm ral direction of
a physician.

Soecific S-r/vcos `hi;hcr- riilld:

Those which the natient ruquires on a regular basis including, but not limiited
to, the following:

1. Administration of a pocant and dancerous inmectable m~edicatinns and
intravenous r-:edications aEd so-lutions.

2. Restorative narsing procodures; such as gait training, boeel and bladder
training - in the casn of patients whr are determined to have restorative
potential and can benefit from the training.

3. Nasopharyngeal aspiraticn required for the naintenance of a clear airw.ay.

4. IMaintenance of trach20stc.ny, nastrmstny, and othor tubes ind:;elling in
body cavities as an adjunct to active treat.ent or rehabilitation of a
disease for which the stoma was created.

i. Administration of tute fc;dings.

6. Adninistration of oxynen or other nedicinal gases on a regular or continuing
basis in the presence of an unstable medical condition.

7. Care of extensive decL-itun uolcrs or other :widesprctd skin di-orders.
8. Incertien, sterile ir-igations, and replace-rent of catheters.

9. Applica-ton of dressing in;olving proscription medications and asceptic
techn i eues.

10C Other specified and indi'idualiy justified services, includino skilled
nursino obser:aticn of unsttLle cedicml conditions required on a reSular
and centinua::g basis w~hich can only be provid-d by. or under the direction
of a reaistered nurse.
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ENCLOSURE III

IEDICARE DENIAL LETTER

PATIENT:

FACILITY:

MEDICARE NUMBER:

DATE:

As a part of Medira.e re ulaticni, it is d requirement that the beneficiary (patient)
and/or his/her representative be advised in writing when the services needed by the
patient do not meet the criteria for coverage under the Medicare program. In accordance
with this, we wish to advise as follows:

1. The information available at the time of, or prior to admission shows that the
specific medical services to be furnished do not meet the requirements for
coverage under Medicare.

However, should you request the facility to file a claim with Medicare, you will
receive a formal determination from the Medicare intermediary as to the
non-coverage of the stay.

2. The specific service furnished no longer qualify as covered under Medicare
beginning . The Medicare intermediary will send you a
formal determination as to the non-coverage of this stay.

This Medicare notice does not mean that you must leave the facility. Payments for your
continued stay on the date given above will be your responsibility or, if you are
eligible, paid by the State Medicaid program. You have the right to a reconsideration of
this decision. If you have any questions or would like to request a reconsideration,
please call us at (205)942-0785 or 1-800-554-5946.

Sincerely,
ALABAMA QUALITY ASSURANICE FOUNDATION

Director of Long Term Care

cc: Patient Representative
Facility
Attending Physician

59-303 0 - 86 - 9
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ENCLOSURE IV
READMISSIO REVIEW_

HIBU DATE TO COMMITTEE: MR #_

Ist Admit Date: HOSPITAL: -
Attending Physician: burqeon:

2nd Admit Date: - -- HOSPITAL:_...
Attending 7hysician: - Surgeon:r

0ut S1 ION Y: NU EXPLANAIION

1. Was complaint for which
patient 1st admit
thoroughly investigated
& documented (HLP, PN,
daoro orders, Rx) -_=-

2. Was there adequate
control of pt's
condition on d/c from
Ist admit

3. Were all other medical
problems requiring Rx
addressed on 1st admit

4. Did the 2nd admit
result from
substandard care/
premature d/c from
1st admission

Signature
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WE A=SSICNS DENIALS DAYS/ItNITII EAYS/YEAR to to AeF

1 -e _ _ _ _

lt =-_______

______________________________________ _______ i__F___________
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APPENDIX A

ALABAMA QUALITY ASSURAHCE FOUNDATION

MEDICARE LONG TERN CARE REPORT
MONTII OF --- _ __

PRIOR APPROVAL

* of Prior Approval Calls Certified

i of Prior Approval Calls Denied

TOTAL

CONTINUED STAY REVIEW

* Continued Stay Reviews Certified for Skilled Care

* Continued Stay Reviews Denied

TOTAL

TRANSFERRED

* Patients Transferred from SNF to ACF

* Certified Through Preadmission Review.

* Denied Through Preadmission Review

RECONSIDERATIONS

* Reconsiderations

! Reinstated Medicare

# Decisions Upheld as Denials
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APPENDIX A

MEDICARE LONG TERM CARE REPORTS
MONTH OF _ _ __

i Readmissions from SNF to ACF within 14 days of discharge
from acute care facility

# Readmissions resulting from substandard/premature care
reasons
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SECTION III
DATA PLAN

Data from claims payment (UB82) for skilled nursing facilities and acute care hospitals
will be utilized as a data base for profiling. Quarterly statistics will be used to
identify problem areas in the following categories:

1. Hospital readmission rate due to premature discharge/substandard care.
2. Hospital readmnission rate from SNF by facility.
3. Death rate within 24, 48 and 72 hours of admission to nursing home.
4. Death rate within 24, 48 and 72 hours of admission to hospital.
5. Admissions from SOF for fracture and other trauma utilizing UB82 hospital readmission

codes.
6. Average length of stay between acute care facility stays at SNFs.

The first quarter of data will be utilized to establish statewide death rates,
readmission rates, SNF admission rates and SNF average length of stay between acute care
facility stays. The statistics will be revised each of the subsequent quarters to refine
the data base.
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SECTIONI IV - FINANCIAL PLAN

. The annual budget for long term care review of Medicare is at Enclosure 1, supported
by the personnel requirements at Enclosure ii. It should be noted that $407,740 is
probably less than Medicare is paying the nursing homes in Alabama (through their
cost reports) to do their own review. AQAF is receiving S36,800 annually to do
review in 24 small facilities with approximately 10X of the total Medicare nursing
home admissions in Alahana. No funds are requested for any area already paid for by
the PRO contract (CEO, Medical Director, support personnel, etc.).

it. Enclosure III is the FY 1982 Annual PSR0 Personnel Requirements for total federal
long term care review. The number of persons required in this proposal (13) is
considerably less than the number in the PSRO Grant (22).

1i. Enclosure IV is the FY 1982 Annual PSRO Grant Total LTC Review Budget of $726,815.
The proposal cost to the PRO contract is $407,740.
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ENCLOSURE I

MEDICARE LONG TERN CARE ANNUAL BUDGET
3,198 ADMISSIONS

7,000 BUDGETED REVIEWS

1. PERSONNEL
A. Managerial
B. Technical
C. LTC Review
0. Clerical

SUBTOTAL

2. FRINGE BENEFITS

3. CONSULTANTS
A. Physicians
B. Legal

4. CONTRACTOR
A. Data

S. TRAVEL
A. Local
B. Out of State

6. FURNITURE AND EQUIPMENT

7. OFFICE SPACE

B. OFFICE SUPPLIES

9. OTHER SUPPORT
A. Telephone

TOTAL

FTEIHOURS

101

300 hours

BUDGET

1 24,500
13,000

179,000
13,000

229,500

73,440

16,500
2,000

6,300

31,000
1,000

1,000

6,000

6,000

35.000

S 407,740
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ENCLOSURE II

MEDICARE LONG TERM CARE REVIEW
PERSONNEL REqUIREMENTS

FTE

1

A. MANAGERIAL
Director of Long Term Care

B. TECHNICAL
Data Clerk

C. REVIEW COORDINATORS
Review Supervisor
Review Coordinators
Prior Approval
Quality Review Coordinator

SUBTOTAL

D. CLERICAL
Secretary

TOTAL

1

13

TOTAL SALARY

$ 24,000

13,000

20,500
105.000
35,000
18,500

S 216,500

13,000

$ 229,500
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HuliHeaihCae Fiasc
DEPARTMENT OF HEALTH & HUMAN SERVICES Adnansion

Reg-io IV

August 15, 1985 i-CEIVEO 1OIMea.,wT-e
At t.t GA 3=3

Ans.........

John W. Miller, Chief Executive Officer L
Alabama Quality Assurance Foundation
236 Goodwin Crest Drive, Suite 300
Twin Towers East
Birmingham, Ala. 35209

Dear Mr. Miller:

This is in further reference to your Long Term Care Proposal submitted to this
office on April 3, 1985 and subsequently reviewed by the Project Officer and our
Central Office.

We have been notified by Philip Gomez, Contracts Specialist, Baltimore, that a
communication was received dated August 12, 1985, signed by Tony Tirone,
Director of the Division of Programn Operdtinns, laltirnore, disapprovtn h ehc
proposal as an addition to your PRO contract at this time. The memo stated, "the
PRO's request for funding for the Long Term Care proposal is disapproved pending
incorporation Into a pilot to be performed at a later date."

We will attempt to get more details if available and notify you of any new
developments.

If you have any questions regarding the foregoing, please contact your Project
Officer.

Sincerely,

larence J Boone
Associate Regional Administrator
Health Standards & Quality Division
Region IV
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THE KANSAS FOUNDATION FOR MEDICAL CARE INC. ,
2953 SW. Wanmnuker Dr~ie / lopeka, Ka-ns 66614 _

Telephone: (9131 273.2;;2 * 4
b 3 i

April 3, 1985

Ms. Elizabeth Faykus
Contract Specialist
Department of Health and Human Services
Health Care Financing Administration
DPS/Contract Branch - RFP-HCFA-84-015
Room 322, East Highrise Building
6325 Security Boulevard
Baltimore, Marylano 21207

RE: HCFA 500-84-0506
#0065

Dear Ms. Faykus.

On March 20, 1985, KFMC received Peer Review Organization Manual
transmittal #IM85-2 from the Department of Health and Human
Services, Health Care Financing Administration. It appears
instructions in this manual cause changes which will produce
significant increases in the fixed price of the contract.
We are unable to fully detail the specific increases at this time.
We do, however, want to notify you according to Article XXVI -
Changes of our claim for potential increase in the fixed price of
the contract.

As soon as a detail of the increase can be finalized, we will
forward this to your attention.

If you have any questions regarding this matter, please let me know.

Sincerely,

Larry W. Pitman
Executive Director

LP/de

- 1 xc: Ms. Brenda Burton, Project Officer

9648-2

A-U. M.AD M.D
K- row

vw P-4--
RhTh M. Cue M.O.

AM.O S-ft.M.

SCOT,

0l*. Ra. .. M.D

AmV o

Led

Eons Den:
L- W. rome

T.ow

.R., Sht-. MD.
M-O-&
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NEBRASKA FOUNDATION FOR MEDICAL CARE. INC
Suft SI01 CTU Uuftng

A~ -, 1221 N $Vee
9~~~~~~~~~~~~~~~%Nbws de de650e

Apr1l 3, 1985
Tekphone: 140t 474-7471

Mr. Philip Gomez
Contract Specialist

[_YD. Department of Health and Humn Services
Health Care Financing A*W1nistration

_ fD. DPS/Contract Branch - RFP-HCFA-M-O1 S
Room 322. East Highrise Building
6325 Securty Boulevard

60ssX Baltimore, aryland 21207

_D, RE: HCFA 500-84-0529
_. 0. C..,. *0019

Deor Mr. Cmez:

On Parch 20, 1985, KM received Peer Review Organization Manual
transmittal tfM85-2 from the Departcent of Health and Human
Services. Health Care Financing Adrinistration. It appears
Instructions In this manual cause changes which will produce
significant increases in the fixed price of the contract.
We are unable to fully detail the specific increases at this time.
We do, however, want to notify you according to Article )XI -
Changes of our claim for potential Increase in the fixed price of
the contract.

As soon as a detail of the increase can be finalized, we will
forward this to your attention.

If you have any questions regarding this matter, please let me know.

Sincerely.

lenneth L leff
Executive Director

LW'P/de

964B-3

xc: Mr. Ben Gruber. PRO Project Officer
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Reporting Date:_4/J3_/ 85

NDHCRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name: - --__ __- R'IC NO.: Age:78

Admit Date:_10/_8_/_84 Ilosp. Nume _ _ MPR No.35-fl

Physician Name:_ _ M.D. License No.: 
0

__

Reviewer Numbers: R.S. P.A. ._ Reviewed: 3 /29/85

Incidence Type:

A. Resdaission Subsequent to a Pre-mnture Discharge
___B. Transfer Of a Questionable Nature

C. Hospital Initiated Denial Not Reported on Monthly List
D. Inappropriate Rosp. Init. Den. Issued Prior to DRG ALOS

(Narrative description of the problems or discrepancy using os
accurate direct language as possible. Use physicians orders
and physician advisor Dotes for quotations where possible.)

_______4Patient's datesof admission were108/84 through 10119184 and

10/25/84 throqgp 11/17/84. The yat-ent's diajnoses dung the first-

ad-ission were pneumon'a, dehydration, oronary arte!ry disease2 A8Fi

and atrial fibrillation. One day 2nior to d isebseje the record

__docuenctation included the fact tha ttheEat jent's stools were blood

streaked, were positive for blood.

…___The rp:srien~as readitered for _asrrointesrtinal hemlorrahe,g8

noschem sonhaaic~anem-iaduodenai :mermruitinle sryelora_.and hvperrenai on.

The physician-advisor's-coroo ---ere ---- --I---l-the_-4c-hogq-----

- -.A§5 sp~e-tattva. _Thvxr yas no-doutb-Latt-herewttf laoi_1~en___

- - CO~JZ~myarhec a, ~fds j~ts v 2ftLj vz3 on.~ssmc,

Distribution - Type A B C D -

NDHCRI A B C D
Regional Office A B C D
Hospital A B C D
Attendr'g Physician A B C D
Fiscal Intermediary D
Patient D
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SELECI COMw~lt g .n~ree5 of the MnOteb att% W =01
Aouse of Aeprcegntatibu; ,,, a

30230T1s IieUsiingto MC 20515 eon s.-..
002) I-ft April 4, 1985 0

Alton M. Paull, M.D. L * , , 2.
President
' Health Care Review, Inc.
345 BIack tone Boulevard

r, Providence. Rhode Island 02906

Dear Dr. Paull:

I am writing to you on behalf of Mr. A K , Fort
Fairfield, Maine, regarding his outpatient cataract surgery e
performed at the Aroostook Medical Center, Gould Division in
Presque Isle.

I am bringing this to your attention because I am concerned
about th, Ctr-n -mnhasis on performing cataract surgery as
outpatient proceedures. I understand that due to improved
technology it is medically safe to perform most such
proceedures in an ambulatory manner. However, I also am
aware how imoortant post-surgery carc is, because
complications can in some cases result in loss of sight.
It, therefore, seems to me that each patient must be
assessed separately, taking all factors into account, such
as, age of patient, family situation, ability of self-care;
and access to post-surgery physician office visit.

In Mr. R s situation, he was not able to get to the
doctor's office the day following surgery because the
inclement weather made traveling the 12 miles between his
home and the doctor impossible. Mr. R is a 67-year old
man who had cataract surgery on one eye three years ago. At
that time, the operated eye became infected and he had to
stay in the hospital for eight days. Naturally Mr. R
was frightened that history would repeat itself, and yet he
felt helpless in not being able to get to his doctor for a
post-surgery office visit.

I would like you to review Mr. R Is case and explain to
me exactly what factors enter into the decision of
ambulatory versus in-hospital surgery for older
individuals. I would also like to know who makes the final
decision.

Thank you for your expeditious consideration of this matter.

Si rely,

OL * SN WE
Hemb Congress

oJs/bc -

enclosure
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Reporting Date:.-_/ 17 / 37

NDECRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name: ....... _.______ RIC NO. -_-- _ Age:S3_

Adrit Date:_ / t_ /_ Itosp. n a e MPR No.35-

Physician Name:__________________ M.D. License No.:__________

Reviewer Numbers: R.S. _ P.A. d _ Reviewed. 4 1 85

Incidence Type:

A. Readmission Subsequent to a Pre-mnture Dincharge
B. Transfer Of a Questionable Nature

__C. Hospital Initiated Denial Not Reported on Monthly List
___D. Inappropriate Rosp. Init. Den. Issued Prior to DRG AL3S

(,iarrn-rive descriprion of tLe protlen7 or discrepancy using asaccurate direct language as possible. Use physicians ordersand physicion advisor notes for quotations where possible.)

5 is an S3o vear ol -ale o was adricted ''e the

diagrncss of severe ccn;'.t-tve heart failure. He

use :.- che hos a:a f it; ' ',3;S at ..:: zh tnne he was transferred

into the swing bed progran. The pat:e-. expnred 10/13/34. The medical

record was reviewed by the rexiew specialist. it :as referred to the physician

a&,:ic'r *as tt was felt that the patient needed acute care and that the transfer

into tne s: -v bed was quescionable. The pat:ent was very dvspneic, he had

marked ede7n' in his legs, his BUN, craar'ni:.e levels were elevated. The

nhvsician advisor reviewed the record and hIs cor-ents foll0: "Due to the

deeree of congestive heart fail..re, this patient should have stayed at an acure

level of care."

Distribution - Type A B C D

NDHCR I A 8 C D
Regional office A 8 C D
Hosnital A B C D
Attending Physician A B C D
Fiscal Intermediary D
Patient D
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

February 11. 1985

brejvct e(fficer. P ,evlc, Hratec-
91vfsi0n of 'c31lth Stard-orJs *r,3 .ua:I t Refer to: !:.-
healV! Care Flranctng A&Atstration. ):rsas 1! lir
rOntr2Lt lo-1-Mcst1un - Contract 'art~r;e 4-;1

Jit ia:A J. Tate. Contuctin; 3tt1cer
ivisio- of Procum-rvent Services

Contracts ;,ranc'
Healt'h Care F1nancUN 1Adinistration
qDo 4$9, East Hi3h P&lse
63L5 Security DoulevsrG
Baltiore. MD 21O7

Attention: Surton Steckler

The lowe Foundation for liedical Care (IFNC) has been asked by the Office
of the Inspector Gneral (OIG) to perform review activities at the

In , Iowa. The review of outpatient records
Is outsile the norsal scome of Peer Review Organization (PFIM) Inpatient
review activities. This type of reviw fells wfthln Article ISI1..2.i. of
the Pi contract. Depending on the results of the review sanction acti-
vity uneer Article l.G.2.b. my result. IPFCis letter tcop. ettached)
dated Janaryry 15, M96. correspondence f85-20. requests additioncl funds
for the review activity.

By way of backgrimnd, the situation started with IFMC (then the PSRV)
firling questionable cases imvolij Inpatient admissions for pacecaker
procedures. Wen ISHC Intensified inpatient review efforts. the fiscal
interewdiary (Fl) becme aware of questionable billings for oitpetient
pacemaker related proceres. The Fl raised questions of Improper out-
patient biiling and quality of care with the OIG. The OIG asked thePMQ to review a stall amer of Cases In order to determine whether or
not there was a problem uerthy of further investigation. The Pin's report
of this review was made by letter from the PR3 to the 1 dated
Decaoer M. 1q84 (copy attached).

In t0e P.i'; letter of Decerter Xf, 194, the PNo reco~r nmcd d. caursc
of action fur further investigation which Involves: (I) ;' : prcehss1.ci%
screet,1nn of innatient clefiis. (t) IV10 [)e' validatio: of inpatient cle1;is
(31 conJl.ct of a 0*ystclan tssess ient at t0e hos1t-l0 andi (4) prk,'roceezr-
review of ccrtain outpatient prqcedures. The firtt Um activities snJ
that Portion of ut thirt activity *,Ach deals Hit, inoetient cases fill
Nit'if. the scc. of the PRJ's expectro review activity as pert of ti

1 ±:FV r09 j I 59 _sio
_ _ __ . 2'7 59-803
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e: - ConPt'M*TcRF HEALTH AND HUMAN SEtRVICES

or1 .Infl fixel: '-ric ccontrct. Activity rial1ro t, revYIc 1' oGutpettet
c35-s falIs witi1in -Irticl ;SI.s.;.1. or 'he Frt conCtrac for which 3,l-
tionral reiruurswny- 1s tis t, mado, to tec ;R'. TDi letter (attache;)
jeted! Januarv :4, 1'.' fras the 'tfI ti t;,e Pn; retuests the P". to
COuh%,Ct nutpatient review activity ovsl is considere:. to dewv1 the PRO
Vic dut cr1t" to coliluct such reviews.

It Is ny recovrneniationr that a contract rmd1ificati-10 rc a rw lr-seC1
woul-, Incorporate into Article !1l.i.Z.i. of the scopC of wrrk, throu:c
referrace, t'ne actvity I:n thb e1;S letter datee zi.nuary 24. liti .

.-ith reiard to additional financing, this sem-s to S.e an activity V1cr,
lends itself well to cost ruit~lurserent fundtng rather than fixed awou t
funding. This Is priarily true because we cannot predic: tthe exact
volhme of review activity. for exaawl*. the PM has made estimates based
on three calender quarters of review activIty while the 01G has asked for
one quarter of review after Wich a decision regardln2 contimied activity
would be made. Also. the actual muhber of outpatient claims to be reviewed
can only be estimated at this point.

It Is my reconendation that the estimates In the PRO's correspondence
1C5-20 be accepted with regard to paymnt rate per hour and time re"Ired
for each type of activity With actual reFttirrsemnt based on nurtzer of
cases actually reviewed. This should apply to staff review activities
for outpatient review. wanagcuent and edailnstrative support related to
outpatient review, and pbysician review activities for outpatient review.
Coaittee expenses. physician travel exuenses, and legal expenses sZould
be reigrursed In the scae proportion to total expendttures that time spent
on outpatient activities have to the total time spent on such activities
at this facility. This recomsendation is based on the pwisise that case
reviews. DRG validations, comittee expenses. phyician consultation,
legal expenses, etc. relating to Inpatient cases are covered under the
original fixed prife of the PRO contract.

If yu have questions or If I can provide further assistance, please call.

Benny Gruber

ttc00,Crnt;

cc: Tony Tirone. HSQ, 07IR
Fred Ferree, IFMC
Frank Kram, 31G, 01IFI

bcc: Lear/Gruber
HCFA:OHSQ:MIRB:BG:lsf:2/11/85:X5746

I--I---*- -- ------- I - -*- -*.. I * ------- ---- - -- -----

% |S T ~- -- - -- - - -- -- -- -- -- - - -- - - --- - -- - - -- - - ------ ------
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Health Care Review Inc. OsaFwH.zO

371 Fo'e Streel
Rinaldi Building 5.)
Suite 201
Portland Maine 04101
Tel (2073 879-0544

April 23, 1985

Olympia J. Snowe
Member of Congress
Congress of the United Stated
House of Representatives
33 Cannon House Office Building
Wa shington, DC- 20015

near Representative Snowe;

This letter is in answer to the case of Mr. Arnold Roach,
Fort Fairfield, Maine, regarding his outpatient cataract
surgery performed at the Aroostook Medical Center. Your
communication to Alton M. Paull, M.D., Prcsi4dnt of Health
Care Review, Inc. has been forwarded to me from the Rhode
Island office for response.

There are several issues involved in Mr. Roach's letter,
issues which need-to-be addressed as directly as possible in
answering his letter:

I. Can cataracts be removed safely as an outpatient procedure?

Many argue from the premise that HCFA mandated outpatient
cataract surgery merely as a cost containment measure, without
ever considering this question. Most certainly medical con-
sultants, in this case ophthamologists, advised HCFA that
cataract surgery could be performed safely as an outpatient
procedure. It has been my personal experience through referr-
ing my patients to an ophthamologist in Portland that the
surgery is done safely in the outpatient setting. I have
never had a patient of mine complain about the outpatient
setting. The round trip from Norway to Portland is 104 miles
and my patients who are having outpatient cataract surgery
must make the trip twice for the procedure, once on the day
of the surgery and then again the next day for a follow-up
visit with the ophthamologist. Nevertheless, I asked this
question of William S. Molt, M.D., an ophthamologist in Port-
land who subsequently formed an ad hoc committee and drafted
the enclosed guidelines of admission criteria for inpatient
cataract, irridectomy, and discission surgery. These criteria
have subsequently been approved by the Maine Society of Eye
Physicians and Surgeons, William Clark, M.D. of Bangor, Presi-
dent.
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Health Care Review Inc. are
371 Fore Street 

1 973AinatC, Building -A/Su-te 201'I /
Portand, Maine 04101
Tat (207) 879-0544

Page Two 
J ict

Olympia J. Snowe r..
Member of Congress
April 23, 1985

II. Are local physicians in control of the review process oris :t true that, as is stated in Mr. Ginty's response toMr. Roach, that "the decision has now been taken out ofthe hands of local physicians and local hospitals".

The admissions criteria as formulated by Dr. Bolt'scommittee and its subsequent approval by the Maine Society,answers not only the first question raised above but also thisquestion. Clearly, Maine ophthamologists are directly involvedin the process of peer review. Further, Dr. Holt will, onMay 21, present and elaborate upon these admission criteria tothe Nurse Review Coordinators of Health Care Review to providethem witn direction when reviewing and selecting charts forphysician review. In-turn, when the Nurse Coordinators selectcharts which they feel might require denial of admission, thesecharts will be referred to physician reviewers for final deci-sion. Physician reviewers will in the case of cataract surgeryreceive copies of the ad.'nissions criteria as developed by thead hoc committee. This will serve to guide the physicianreviewer in coming to a decision as to whether or not to issuea denial of stay. Ultimately, the decision will rest with thephysician and his or her good medical judgment about whetheradmission was medically necessary. Documentation of the medi-cal necessity of admission in the patient record is crucialto a physician making such a decision. The physician review-ers, it should be stated, are in every case Maine physicians.Local physicians are indeed in control of the review process.That is, simply stated, the ultimate reason why I becameinvolved in this whole peer review process.

III. What do we do about the 'snow storm controversy?"

Is Maine different from Rhode Island, from Idaho, fromOregon? These are tough questions and involve many issues.Medicare has never covered the social admission to a hospital.Is distance from a hospital per se a factor arguing for medi-cal necessity of admission? I believe it is not. Otherforward-thinking institutions, such as Cary Medical Center inCaribou and Eastern Maine Medical Center in Bangor seem to-feel the same way. They are developing hotel/motel facilitiesfor outpatients having outpatient surgical procedures at their
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Health Care Review Inc. , are

371 ForeSreetx'
Rinaldi Suiouing
Sle 201
Poland. MVane 04101
Tel. (207) 879-544

Page Three E_.:tt;'

Olympia J. Snowe

Member of Congress
April 23, 1985

facilities. These will be low cost facilities: they will not

be free, as is a Medicare-funded overnight stay in a hospital.

Nevertheless, they will be affordable. The distance from

Norway to Portland has never been a barrier to my patients
and from the exoerience of my patients, distance and geography

have never become an issue in my mind. As well, in North
Carolina, for example, ophthamologists themselves pay for an

overnight stay in a hotel for their patients coming from long

distances to have outpatient cataract surgery!

What about the snow storms? One must remember that cata-

ract surgery is an elective procedure and can be rescheduled.

Often it is our experience at Oxford Hill Internal Medicine
that on the morning after a big snow storm the phone rings

incessantly from 8-9 a.m. with patients calling in cancella-
tions. The three of us internists are left with an empty day

and usually send our staff home at noontime. It is from a

business standpoint I suppose an economic loss, but such are
the exigencies of medical practice. This same kind of approach

to outpatient cataract surgery can certainly obtain, and I

believe if patients are educated in the elective nature of

the surgery and in the flexible nature of scheduling, they will

certainly accept it. There is no need for the scenario of

a patient fighting a blinding snow storm to get to the hospi-
tal to have the surgery. Certainly, once the surgery has been

performted and in that rare circumstance where patient and

doctor are trapped in the hospital because of a huge storm
with no immediate facilities available, no one would argue

with admitting that patient out of medical necessity. Clear

documentation in the record is all that is required.

.,
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Health Care Review Inc. I
371 Fore Street
Rinalrai Build ng '\ -
Suite 201 %t -W/
Porltand Maine 04101
Tel (207) 879-0544

Page Four em . .,. rag
Olympia J. Snowe
Member of Congress
April 23, 1985

Outpatient cataract surgery is very possible, local
Maine physicians are in control of reviewing such surgery,
and patient education and physician flexibility are the keys
to itn s.--c,.

Yours sincerely,

Michael A. LaCombe, M.D.
Medical Director
for Maine Health Care Review, Inc.

MAL;j)

cc, William S. Holt, M.D.
Frederick Crissafulli, M.D.
Edward J. Lynch
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Reporting Date: ./AL_/&i_

NDHCRI INCIDENC2 REPORT TO REGIONAL OFFICE

Patient Name: … RIC .G.: .Age:_..

Admit Date: H/ _/ Uosp. No.n … … :... _IPR No.35------

Physician Nane: --__ __- ____… M.D. License No.: __-_- _

Reviewer Numbers: R.S.__ _ P.A ________ Reviewed: //fi

Incidence Type:

xA. Readmission Subsequent to a Pre-mature Discharge

B. Transfer Of a Questionable Nature

__C. Hospital IniLiuted Denial Not Reported on Monthly List

D. Inappropriote Rosp. Init. Den. Issued Prior to DRG ALOS

(.-.Irrrfit'cdcrvripziu:. Or ItL prcilc.- or discrCpa-rcy using-: os - -

accurate direct aanguage as possible. Use physicians orders

ond physicio adns.sor notcs for quotations where possible.)

_.:- sa -er.: an _-te - 1-12-85 for coprpersio.n fracture of T8 and

4i harzf -^ 19-85. The saner: tan stilt exiariencinS a great deal

.f .l a----ei-XE --ess--ze.-T:*-2a1ta, ----d -._-/----

Cn raea %tr ' discharze. iThe var-en -- rea_-o::tet CCan rO

wrrh th-e diar-osis of ce.oress:.rfr atute TB. TshoetE5-t-pse of

__1- Jstate 'theaie n-t was sent hc- t-oo eary. SDNCR1s Physctcan

Advi-s ev+;-rv-e this case. Hisco tents are as follrws: "After review

_f C:Ms recr ', i find the patfert wa, nr2rature:iv dis;carged from the stay

of_1-l9-8j5;'-._t~h .aarltai in a rcadr'sr n 1-.-°5."

…_________ __________________________________-_______________

Distribucion - Type A a t 0 ___________…__________

-------- A-C--C-D-____________------------------------------

Regional Office A B C D ucmaud 7
Hosoital A 8 C 0 UNMR / 7

Attending Physician A a C 0

Fiscal intereediary D

Pativst) D
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May Asv 2 _

TO: Hon. Lawrence J. Denardis
Office of Legislation
Department of Health & Human Services
Room 416G Humphrey Building
200 Independence Avenue, S.w.
Washington, D.C. 20201

FROM: StreetoMD
65 Jeffei'gon reet-
Hartford, Ct. 06106

RE: Peer review process and ti jroyal of Medicare

The attached correspondence is being forwarded to youroffice for appropriate action.

An early reply in duplicate would be appreciated (to theattention of MS. Pat Gilroy).

Sincerely,

CHRISTOPHER J. DODD
United States Senator

PLEASE SEND RESPONSE TO: UNITED STATES SENATE
WASHINGTON, D.C. 20510

S ' srd h ' :
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JAMES . STREETO. &.tD.. F A P.

April 25, 1985

The Honorable Christopher 3. Dodd
Senate Office Building
Washington, DC 20510

Dear Senator Dodd;

I am a physician in clinical practice in the City of Hartford, Connecti-
cut. : have ba.lm in private practice for nearly 15 years. I am also
active in teaching functions at Hartford Hospital and at the University
of Connecticut Health Center. I am writing to you about what I consider
to be a very serious matter which is developing in the State of Connecti-
cut; and. more specifically, in our area. As you know, we have cstab-
lished a peer review organization to evaluate Medicare admissions. These
reviews have been conducted in this area for one or two years. The doc-
tors' records are reviewed by a non-physician crph.ysician. -.is keview
is anonymous and remains so. If the reviewer feels the admission to be
unnecessary, the physician is notified and soon after the patient is ad-
vised that his admission was not necessary. I have had several of my
patients receive such denial letters. I have appealed each denial. When
our own reviewing board at Hartford Hospital reviewed two of my denials, r.
my appeal was upheld; the other appeals are pending. Many of my col-
leagues are receiving similar denials of care. We do not have an oppor-
tunity to discuss our medical JudAments with the revieweirs 1sosr Mfus
make every effort to outline the reasons why we are hospitalizing Medi-
care patients. The review mechanism is arbitrary and unfair. It is
influencing medical practice to a great extent in this area. The Influ-
ence it is having is negctivc, almost uniformly.

I do not object to the principle of admission review. The way it is
being conducted in the State of Connecticut is unthinking and unfair.
This is the worst possible way to attempt to contain medical costs. The
quality of care is being affected.

I appreciate the opportunity to bring this matter to your attention.

Sincerely yours,

I'vet,
James M. Streeto, M.D.

JMS: Mr s
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OPRO r
IMeS'UJMomw^5 300

ORECON MEOiCRt PROFESSIONL RE'MEW ORiGANLZRIN Ne 97205
(505) 543-IlS

May 8, 1985

Don Tabor
Health Care Financing Administration
East High Rise Building, Room G-1O-A
6325 Security Blvd.

Baltimore. MD 21207

Dear Don:

Based on telephone discussions with the Region X HCFA office on 5-1-85,
5-2-85 and 5-7-85 and on additional requirements for DRG validation not
previously described in regulation or review directives, OMPRO is filing
an action plan that will change the staffing requirements for DRG validation
in the State of Oregon.

The action plan, appended to this cover letter, changes the make-up of the
review team to incude an Accredited Record Technician (ART) as a full-time
regular review team member. Our philosophy about the appropriate way in
which DRG validation should be conducted has not changed, however, to conserve
management time and resources in dealing with this issue, we find it necessary
to add a technical coding expert to the review team, above and beyond the
clinical reviewers, who also are trained and experienced in coding. This
will assure that purely technical/coding issues are resolved on-site at
the time the record is reviewed. This will also meet the additional re-
quirements on PROs, currently not described in regulation or review direc-
tives, to correct all coding errors, whether or not the DRG designation is
changed. In addition, per our telephone discussion with the regional office
of 5-1-85, we are required to provide feedback to all hospitals on coding
errors, whether or not it affects the DRG assignment, and furthermore we are
also required to provide the coding changes, in addition to those currently
provided, on all DRG changes, to our data processor.

Because this level of review was not described or considered at the time of
the 1984 contract negotiations in Baltimore, this will notify you of ONPRO's
intent to request a second year contract modification on the basis of additional
work and manpower requirements.

Sincerely,
ORECOJ MEDICAL PROFESSIONAL REVIEW ORGANIZATION

Rojert A. Berry
Pre sident O

RAB:mb
cc: Kathy Riley
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DEPARTMENT OF HEA. i & HUMAN SERVICES

MAY 09 1985

Health Care Financing AdmniWst.nton

6325 Secunity Bouievard
Salhnse. MD 21207

* ..

Mr. Fred Ferree
Iowa Foundation for Medical Care
Colony Park
3737 Woodland Avenue, SUite 500
West Des Moines, Iowa 50265

Dear Mr. Ferree:

This is in response to your letter of February 5, 1985 requesting additional
funds to perform review activity under PRO Directive 05, review DRG 462 cases.
No modification to Contract No. 50044-0513, for this purpose, can be issued at
this time.

Any increase in work created by review of DRG 462s will be offset by the
decrease in workload as a result of the modifications in APM and required medical
review activities in the recently issued Interim Manual Instructicn-, UM-*5-2, dated
March 1935.

If you find that additional funds are required as a result of this manual
issuance, IM-85-2, please submit a detailed request for additional funds, explaining
all changes in level of review activity, with justification for budget change.

Sincerely yours,

Burton Steckler
Contract Specialist

1 7,
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South Carolina Medical Care Foundation - -a
P.O. Box 21667 -Columbia, South Carolina 29221

r~~~~~~~~~~elephonee(803) 798-0053ToliFfree in S.C(B8W)922 18o^40 r

May 10, 1985 I s

MEMORANDUM
\._ -,;

TO: Regional Office

FROM: Wanda Fields, Manager, Central Office Review

SUBJECT, Referrals to Regional Office--Premature Discharges
for Month of April 1985

Attached are copies of correspondence sent to a physician
regarding prematurely discharging Medicare patients.

The Quality Assurance Committee reviewed cases referred by review
coordinators and determined that this physician has a pattern of
prematurely discharging patients. Committee has placed this
physician under 100% quality review.

WF:ek

2 47srowzoot, ha- > / Lm7-211, //2A'&" > r~a 6 61



283

South Carolina Medical Care Foundation .
P. Bo.a 21661 *-Columbia. South Carolina2922t

Telephonej803l 798-0053 Tol; Free in S.C. 8B01922,8"l4o

April 22. 1985

Dear Dr.

The Quality Assurance Committee of the South Carolina Medical Care Foundation
is responsible for monitoring the medical care delivered to federal
beneficiaries in South Carolina. As part of this process. the Coimmittee
recently conducted a review of ten (l0) medical records of federally funded
patients treated by you at : ,.- Hospital. The Comnittee had
questions as defined on the erclosed case-by-case. Specifically. the
Cormittee is concerned about those cases where you have documented tnar
the patient is not ready for discnarge, but because of n'Or constraints.
you are doing so. These cases include records -
and - RGs are used to assign hospital reimbursement, and should
not be interpreted as instruction to physicians to prematurely discnarge
a patient from an acute care setting. The decision as to a patient's
medical care needs continues to rest with the attending physician.
Hospitals may request outlier payment for those compt icated cases wnere
a patient's length of stay or cost of services exceeds standard ORG
paramneters.

The Committee requests a written reply by May 10. 1985 containing informnatton
pertinent to explaining the outlined questions. Representatives of the
Committee will be happy to meet with you for peer review and discussion.
Simply contact tne Foundation's office to arrange a meeting.

Tne Committee is placing you under lsiS Medicare review until all questions
raised are resolved.

Feel free to contact me if you nave any questions. Again. Committee
encourages you to meet with representatives of the Committee for peer
review and discussion and explanation of ORGs and prospective payment.

Sincerely,

Robert Rt. Milling, M.D.
Chairman

RNM: bag

Enclosure
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"ZC /L- -/'; .e1/ j/S Z'C.

ouhCrin Meia Ca r Fn-aa n-h-cse SurFiary -are
.- Snrorniation |South Carolina Medical cr onainFni~

Ndee: A
D. 0.: Age: 7Z.

Admission: 7/21/84 - 8/9/84
iiagnosisles): Gangrene right first

and fourth toes, Abscess rigst
great toe, P.V. insufficiency
Aortic Stenosis. 1° A-V Block

.D.3: Asge .54).
IoisSion: 9/9/84 - 9/14/84 i
agnosis(es): Left Heart Failure.l
igina Pectoris, PVC's. NIlDuM,
tpokaiemia

me:
D.i: Age: 68
mission: 9/4/84 - 9/24/84

9/26/84 - 10/13/84
agnosis(eS): 9/4/84 to 9/24/84:
ute Ant. MI, Angina Pectoris,
ght Pleural Effusion, Uncontrolled
3M

?6/84 to 10/13/84: Acute
!iionary Ediea, Acute MI. Poorly
itrol lea IDD!

Question the use of ASA and Cou.adin. Coumadzn
was given from 8/5 - 8/8 with no Drothrorbin
times done. Possible premature discharge -
progress notes on 8/9 states toe color poor
and loors worse this a.m. Patient discharged
on same day.

dijsc~yt rq e
Discsndrge appears premature witn no potassium
re-evaluation after admission. Discharge
sumnnary states "Holter monitor was put on
her chest and the report is not back however,
because of problems and pressures with ORG's
she is discharged and will be treated for
whatever the Molter monitor states when she
returns. To me this is rushing the situation
but that is the way we have got to do it now.

First discnarge appears premature. Patient
was complaining of chest pain 24° prior to
discharge on 9/24/84. On second admission
9/26/84 patient still complaining of chest
tightness. Blood Sugar on 10/13 elevated
at 205 mg/Z.

?r n
* vhcdJ6Cb5bY

I

I
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, -~~ 2 > 2985

AMENDMENT OF SOtlCITATiON/MODIFICATION OF CONTPACT |

THREEtl pli/55

eputment of Health & MSi!iai .r j an.e. 41 5.L*.:
Health Care Financing Administratson
DPSIContracs Branch, Rm. G-10-A EHR
6325 Security Bo,,levard
Baltimore, MD 21207

10" I~ ~~~~-Z. CO C- o tO t O

rNevada Physicians Review Organization
. 3660 Baker Lane

*._.'' i Reno, Nevada S9509 . 500-84-0509

07/I11184

* .-.r _i _,~ _.1_.4 Ojl SO . _. C _ ._S

jots_ s........aa.n., _stint? ._ _5._._tO 5905 ...... --.... ..... *.... -. j- j... -. -

* j.' a.- ~j~-. - - t- ,- t - = - - -

&A.Y: 55998005 Alloaance: 961 Amount Certiffed: $2,456.00
APFZ 7520X8005 OB CL.: 25$Y

- .5 ij^sta at ... 4tU..C ?L(iOX n uCaltaeee

Above referenced contract, as modified, is hereby further modified as foliows.

1. ARTICLE XIX, Consideration and Payment

A. Increase the total fined price amount of this contract for the Two (2) year period
of performance by 52,456.00 from $1.240,182.00 to $1,242,638.00. The additional
$2,456.00 represents partial payment for sanction activity as requested by
contractor in letter dated March 18, 1985.

IL All other terms and conditions of the contract, as modified, remain unchanged.

3

z œ_t4C atssan 1 ~t... < ttst.t.ultt IttOnt~ttftt t a fttollW l3 tO 550ttc OOttt mma...
2
.................................... to4 ss at'Ot

____ ____ ____ ____ ___ _ _ -

Holly .1. Pecetil I'. - '�

Executive Vice President

289 59-303
6/618S Wlilliam 3. Ta

te I

59-303 0 - 86 - 10

- - -- �4! -W = -- � �---

W r]
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Nevada raiy-..-..-

SANCTION

EXPENSES

_DATE EXPENSE INCURRED - DIRECT AMOUNT

08jlG/84 Legal Consultation $ 85.00
10/04/84 . Physician Advisor 25.00
10/09/84 Physiciafn Advisor 100.00
10/09/84 Physician Advisor 100.00
10/09/84 Physician Advisor 100.00-
10/09/84 Physician Advisor 100.00

10/09/84 Physician Advisor 100.00
10/09/84 Physician Advisor 100.00

10/09/84 Travel Expense 6.00
10/09/84 - Travel Expense - 247.00
10/09/84 Travel Expense 218.00
10/09/84 Travel Expense 218.00
11/09/84 s - Sanction Transcript 417.00
12/13/84 Physician Advisor 100.00
12/21/84 Physician Advisor 300.00
12/21/84 Physician Advisor 50.00
01/16/85 Copies - Sanction Hearing (1716 0 .0530) 90.95
02/01/85 Copies -- Sanction Hearing (90 0 .050) 4.50
02/08/85 Copies - Sanction Hearing (75 0 .0501 3.75

02/08/85 Shipping Charges - Inspector General-'s Office 64.00
10/10/84 Copies - Lawyer 27.00

TOTAL EXPENSES INCURED - DIRECT $2456.00
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-' ' 0DEPARTMENT O I(JLTH & HUMAN SERVICES i H:h Co. Finain Adntiniut..fo

_____________ A'~R W 115. 2-I
HCFA-MSQ e3n ftcv .l i
REGION VII Bahim-,, YD 21207

MAY 17 ii 2S AM '85

Kenneth L. Neff may Ih, 19Z5
Executlve Director
Nebraska Foundation for Medical Care, Inc.
Suite 801, CTU biuilding
1221 N Street
LIncoln, Nebraska 6I501

Re: PRO Contract HCFA 50044-0529

Dear Mr. Nefl:

This letter is In response to your communications of 3anuary 29, and April 3, 1985
concerning an increase In workload due to Program Directive 05 and IUM-3-2.

Your. concerns bave been reviewed by the Program Office staff and In their opinion
the slight Increase in review activity will be offset by the decrease In workload as
a reulit o! enodification , in APM ard required ftedical review activities of the
PRO. Revisions to the APM activities are scheduled to be issued soon. It should be
noted that as of this time we have not released two quarters of APM activity,
which In and of Itself has signifilcanty reduced the individual PRO's workload and
costs to date.

f a PRO can substantiate that the shift in workload results In increased efforts,
and therefore additional funds are needed, the PRO should submit a budget with
justification to the contracting officer In order to get a fair and equitable
adjustment to the filed price amount of the contct.

If we can be of further assistance, please let me know.

Sincerely,

Phutipec can l7s
Contract4cialist

ccz Ben Gruber, PRO Project Officer
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Rerorting Date:.S/ 2 3
/-SS

NDBCRI INCIDENCE REPORT TO RECIONAL OFFICE

Patient Name:…S_ RIC NO.: 'ge:- …

Admit Date: f__/ -Hosp. Name ,__________ NPI ':o.3-__

Physician Nane: .- ,__ M.D. License No.:----------

Reviewer Numbers: R.S. _-. P.A. Reviewed: 5 /j/-'

Incidence Type:-

.XA. Readmission Subsequent to a Pre-cature Discharge
B. Transfer Of a Questionable Nature
C. Hospital Initiated Denial Not Reported on Monthly List
D. Inappropriate Rosp. Init. Den. Issued Prior to DRG ALOS

C farrz#4.'-ye c^:c os o ' tDe pr-vTesi or discreJ-c-Cy urg ,saccurate direct language as possible. Use physicians orders
n8d physiciaD advisor notes for quotatiohsi W' re possible.)

,his oatren t -as :n ijv aditted t.o r'e a on 2/7195

and was subsecuentlo readmit-rd on 2/10185. On the first admiss'on the

patient-. presented -;iT .s-t°os of "'exrree di7in-ess and severe weakness".

The natioen stated that his blood oressure had been exceedinslv hich ar

iome. The onlv treatment the ratient received was his blood oressure and

pulse monitored o.i.d. W.e aatien: was discharj3d 2/9/55 and reasi-ted

on 2/10.18 vwith weakness on his rijht side, headache. and a feeling a'
instahilitv. It is documened witbhn the r.dfcal record for the second admissIon

chat "I have talked tn about Medicare and told him he cannot stav any

_Ln_! an kei d hared." _Asin 2the actitn was cr-eaed wIth i t-als
beinj ttonItored. q.i.d. It was reviewed and referred to a Physician Advisor as a

…__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ -_ _ _ _

us nl7ar i'r The ahesaiilan advisor's comments follow:
"This was asreoature discsar involvin& the first adm ssion. Two ad-issaons

should not have occurred."
Distribut;on - Type A B C D -_______________________________________

NDHCtRI A B C D -
Regional Off ice A B C D
Hospital A 6 C D
Attending Physician A B C D
Fiscal Intermediary D
Patient D
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DEPARTMENT OF H EA LTH & HUI

~; he q0.Ca85Memorandum

Thomas E. Herrman, Attora
F- Inspectcr General Divisio

)elegation of Authority Under Section 1866(f)(2) of the Social
So4b 1 Security Act

Don Nicholson
To Assistant Inspector General

for Health Financing Integrity

I have reviewed your proposal to request the Secretary to
delegate her authority under section 1886(f)(2) of the Social
Security Act. This provision was enacted as a part of the
Social Security Amendments of 1983 (Pub. L. 98-21) which estdb-
iished the new Medicare Prospective Payment System for inpatient

hospital services. Section 1866(t)(2) authorizes the secretary
to make determitiations, based on information received from uti-
lization and quality control peer review organizations (PROt.'.
thoa a hospital nas taken action -to circumvent the (prospec-
tive) payment' system resulting in unnecessary hospital ad-
missions or other ir:appropriate medical practices with respect
to Medicare beneficiaries. Once such a determination is made,
the Secretary may deny payment for inpatient hospital services,
or require the hospital to take corrective measures.

I have revised the wording of the proposed delegation of au-
thority in order to accurately reflect the statutory authority
vested with the Secretary, as well as to clearly describe the
posiers delegated to the inspector General. 1 recommend that the
proposed Justification for the delegation be revised
accordingly. Specifically,

1) Once the Secretary has made a determination under
section 1886(f)(2) of the Act, the statute gives the Secretary
the authority to either deny payment for inpatient hospital
services or order corrective action. The authority to deny
reimbursement or order the withholding of payment under Medicare
Part A must be referenced in both the Delegation and
Justification, .

2) The justification references the Interim Final Regu-
lations published by the Department on September 1, 1983.
however, these have been superceded by the Final Rule published
or, January 3, 1984 (49 Fed Reg. 234). The final regulation
Rakes no reference to section 1862(d), as is indicated in the
Justification. Rather, the Regulation provides that certain
practices that have the effect of circumventing the prospective

payment system, will be referred to the Office of Inspector
Genera: for a determination it. accordance with section
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1866(b)(2) of the Act. (5 405.472(e)(3)). The Justification
should be revised accordingly. Furthermore, it should be recog-
nized that only the authority contained in sections
l866(b)(2)(D),(E) and (F) have been delegated to the Inspector
General. The authorities set forth in sections
1866(b)(2)(A),(B),(C), and (G) remain vested with HCFA. (See
Delegation of Authority to the Inspector General, dated ApFIT
18, 1983)

3) Most importantly, the Justification states 'that (now
that) PROs are about to be established, it is appropriate to
fully implement the authority contained in section 1886(f)(2)
*... However, the procedures governing the implementation of
section 18861f)(2) have not been included in the Department's
proposed regulations for impoging sanctions based on the rec-
ommendations of PROs (49 Fed. Reg. 15234, April 18, 1984). In
view of the fact that a Secretarial determination under section
1886(f)(2) must be based on the findings of a PRO, it would
appear appropriate for the PRO sanction regulations (42 CFR
Part 474) to specify the procedures governing determinations and
actions taken under section 18866f)(2) of the Act.

Finally, we presume that HCPA s concurrence to the proposed
delegation has been obtained. If you have any questions, please
call me.

Attachment
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MEMORANDUM TO: INSPECTOR GEN'ERAL

SUBJECT: Delegation of Authority Under Title XVIII of the
Social Security Act, as Amended, Pertaining to the
Control of Fraud or Abuse in the Medicare Program.

Under the authority vested in me by the Social Security Act, as

amended, I hereby delegate to you, with the authority to redele-

gate and to authorize further redelegation, the authority under

section 1886(f)(2) of the Act to determine that a hospital has

taken action in order to circumvent the Department's Medicare

Prospective Payment System, resulting in the unnecessary

admission of Medicare beneficiaries, or other inappropriate

medical or other practices with respect to such individuals.

Further delegated is the authority to order the withholding of

payment under ParL A of Medicare because of such a determina-

tion, as well as to require a hospital to take corrective action

deemed necessary to prevent or correct identified practices

which are inappropriate.

This delegation is effective immediately.

Date Margaret M. Heckler

Secretary
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The Peer Review Organization of New Jersey, Inc.

C'n'ral Derin Soio- nwon
Jeie son Bu!dung Eas: 1940 R-zn 10
310 MIIuou Hlu! Co-ny diii
Fad B .u-s.,ck, NJ 088206 New Jeisy 08003
(2012 238 SFS7O N500 424 7433

June 18, 1985

Mr. Senate I Ford
Project Off icer
HCFA - Region 1I
Fedeial Building

26 lederal Plaza
Room #3804
New York, New York 10278

Dear Mr. lord:

As a follow-up to your recent PROMPTS visit, we are enclosing a
revised Quality Objertive lii. We believe, that the methodology
described in implementing this objective will also impact
DositiVely on our other Quality Objectives.

It is my understaniding that the Central Office was requesting
-methods of performing concurrent review to prevent premature
discharges. The methodology that we will be utilizing for this
objective would serve to prevent premature discharges as well as
reduce the mortality rate.

The estimated cost involved in utilizing hospital nursing
personnel to assure an appropriate concurrent intervention
process would be appioximiately S110,000.

We obviously did not anticipate this cost in orr original budget
submission. If there is any way we might be able to receive
additional funding to accomplish this process it would be greatly
appreci ated.
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e. samnuel Ford
2,, .ect Officer
itCFA - Region 11
Page Two

Thank you for any consideration you may give this matter. If you
have any questions regarding this objective, please do not
hesitate to contact either D.D. Griffith, M.D., at Central
Division or Ms. Virginia Meisner at Southern Division.

Sincerely yours,

Martin P. Margolies
Executive Vice President

MPM/ek
Enclosure
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QUALITY OBJECTIVE III

Introduction

The following proposal is being submitted as the basis for requesting
a contract modification to replace the original Quality Objective III
with the topic of Congestive Heart Failure.

The goal of this objective is to reduce avoidable death. This
organization is proposing a reduction in deaths due to Congestive
Heart Failure of 2.0X, an anticipated reduction of 46 deaths per annum
based on CY1983 statewide data.

Much consideration was given to the recognition that Congestive Heart
Failure will be the topic for each of the first three quality
objectives during the PRO of New Jersey, Inc., contract period.
However, even after further profile analysis of available statewide
data related to mortality, physician feeling remained strong that a
reduction in CHF deaths appears to be achievable and should be
attempted. Additionally, given that Congestive Heart Failure
consistently accounts for the greatest number of Medicare discharges
over the years, it is believed that intense focusing on this one
category will achieve significant impact in both morbidity/mortality
and improved care for a large proportion of the Medicare population.

As described more fully below, this organization is proposing what is
felt to be an innovative methodology to achieve its goals. Briefly,
this includes using a Concurrent Quality Review Study methodology
which has had. some success in one of the former PSROs in New Jersey.
This method emphasizes concurrent intervention by PRO of New Jersey
physicians on all cases reviewed, while the patient is in the hospital
undergoing treatment.

By its nature, intervention under this methodology will impact on
avoiding potential readmissions resulting from sub-standard care,
improving the quality of services rendered and reducing the risk of
death, in essence, the goals of the first three quality objectives.
Therefore, it was essential to consider the measurability of each
objective and the stated reductions.

In order to adequately demonstrate the impact achieved, this
organization believes the results of review can be tracked separately
and attributed to the appropriate objective by carefully managing the
data system and reporting the counts as follows:
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1. Isolating and counting the number of deaths to demonstrate
impact for Quality Objective 111. Then counting the
readmissions in which death occurred as a separate issue
in order not to lose track of total readmission incidence.

2. Isolating and counting the number of readmissions without
death to demonstrate impact for Quality Objective la.

3. Of the records remaining (i.e., excluding deaths and
readmissions), isolating and counting the cases where
criteria, reflective of providing necessary services,
were met to demonstrate impact for Quality Objective 21.
Again, keeping the broad picture in mind, this count can
also be made in the death and readmission categories as
an item apart from impact documentation.

Incidental to, but because of the effect of intensifying review
efforts to improve care and reduce potentially avoidable death, it is
believed utilization with regard to admission volume will also be
affected. Although impact on admission rates will not be counted as
part of this objective, it is worthy of note because of the
significant proportion of total Medicare population that CHF
represents.

Finally, this organization is undertaking a developmental objective
which will focus on the quality of nursing care and management of
patients in congestive failure. Since good nursing care is crucial in
carrying out physician treatment orders, observing patient response to
treatment and intervening appropriately on untoward events, it is felt
that achieving the goal of this objective will be significantly
enhanced.

In summary, because of the scope of the objective, by virtue of the
population affected, and, the potential for innovatively achieving the
highest optimal outcome for individual patients, it is the desire of
the physicians of this organization to keep Congestive Heart Failure
as the topic for quality objectives one, two and three. With this in
mind, the following detailed proposal is respectfully submitted.

OBJECTIVE STATEMENT: Reduce the Medicare statewide death rate for
Congestive Heart Failure from 13.2% to 13.0%
which will result in 46 less deaths than would
be expected to occur, a reduction of 2.0%.

Problem Identification/Verification

The care and treatment for Congestive Heart Failure (CHF) has been an
ongoing topic of discussion among PRO of New Jersey physicians. The
concern is partially reflected in the selection of CHF as the topic
for the first two quality objectives under the PRO contract.
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In terms of admission volume, CHF persistently ranks number one forthe Medicare population in New Jersey. In reporting the results ofhis 'Small Area Analysis' in a number of states as well as some
statistical review of national figures, John Wennberg, M.D., lists CHFamong those medical diagnoses evidencing high variation in practice.

In New Jersey, the statewide percent of Medicare CHF deaths was 13.3in 1982 and 13.2 in 1983. At the time of conducting the areawide
study described below, the statewide percent of Medicare CHF deathswas reportedly 13.1 for the calendar year 1980, which seems toindicate little change over time.

Undoubtedly, CHF is a complex phenomenon with outcome often dependenton the etiology of the underlying disease. Some cases with coronaryartery or valvular heart disease are anenable to surgery with anexpectation of good outcome. In cases with severe Cardionyopathy, CHFis a progressive disorder ultimately leading to death even with well-managed vigorous treatment. Nevertheless, there is clinical consensus
that incomplete treatment of CHF can lead to complications which mayhave severe consequence including death. It is believed that, byreducing the complications in the treatment of CHF and by initiating
timely and appropriate actions when they do occur, death may beavoided in a number of cases.

Because of the significance of this objective and the need for controlin the early stages of treatment, a concurrent review methodology withthe ability to intervene promptly is essential. This concurrent
methodology was used with apparent impact in a quality review study onCHF discharges for December 1982 through February 1983, performed intwenty hospitals under the jurisdiction of a former New Jersey PSRO.Table A reflects the direction and degree of change experienced bythis PSRO over time.

TABLE A - MEDICARE CHF DISCHARGES, PSRO A

TIMEFRAME E DISCHARGES I DEATH % DEATH

Baseline: Jan - June 1981 2,127 304 14.3
Jan - June 1982 1,945 273 14.0
Jan - June 1983 2,135 278 13.0
Jan - June 1984 1,825 222 12.2

Data Source: PHDDS
CHF Codes: 428.0; 428.1; 428.9
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As well as could be determined by this PSRO. at the time of setting
their objective the statewide percent of Medicare CHF death was 13.1
for CY1980. For the same timeframe this PSROs PHODS data showed its
areawide percent of Medicare CHF deaths was 14.0. Table B displays
the current status for this former PSRO area in relation to available
statewide data for 1982 and 1983.

TABLE B - MEDICARE CHF DISCHARGES

Calendar Year 1982

I DISCHARGES 1 DEATH % DEATH

Statewide 17,418 2,319 13.3
PSRO-A 4,147 527 12.7
State excluding PSRO-A 13,271 1,792 13.4

Calendar Year 1983

Statewide 17.461 2.311 13.2
PSRO-A 3,693 462 12.5
State excluding PSRO-A 13,768 1,849 13.4

Data Source: PHDDS
CHF Codes: 428.0; 428.1; 428.9

As can be seen, there has been a decrease for PSRO-A in both the
number and percent of death. When PSRO-A data is excluded from
statewide figures, it appears there has been little change in these
data elements for the state.

Following completion of the above noted concurrent phase of the study,
a retrospective study was performed by the PSRO on a sample of cases
drawn from the same time frame. In analyzing the results, the PSRO
physician reviewers observed an incidental finding of wide variations
among hospitals In the Incidence of CHF complications and the services
provided.

Prior to setting this proposed PRO objective, PRO of New Jersey
physician reviei was performed on a sample of the cases In the
original PSRO study and in which death occurred in order to
re-evaluate this finding. Forty-eight charts were selected from seven
hospitals. Of these, it was determined that three deaths might have
been avoidable with more aggressive management of the complications,
i.e., arrythmia, hypokalemiia and high digitalis levels.
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PRO of New Jersey physicians are of the opinion that the 2.0%
reduction in mortality rate which was achieved by the above-noted PSRO
is attainable on a statewide basis.

An important exogenous factor that must be noted is that, as a result
of aggressive utilization review, the patients who are adnitted will
have a more severe stage of illness. This will tend to increase the
mortality rate and make it difficult to attain a greater impact in
this objective.

Baseline Measurements and Desired Outcomes

The data source used for the baseline measurement and to project
future volume and impact was the statewide PHDDS for calendar years
1982 and 1983. In keeping with all of the objectives, calendar year
1983 will serve as the baseline against which impact for the contract
period will be measured.

The 1983 baseline will also be the statistical base upon which
milestone target reductions will be projected. However, the data
source for tracking progress in meeting the projected quarterly
milestones will be the claims data submitted to this organization by
Medicare fiscal intermediaries. Since this is only available for
those hospital claims subeitted to the F1, data will not be complete
in any given quarter but will need to be updated on an ongoing basis
in the quarterly reports.

The table below displays the baseline data and projected impact period
reductions. As used here, "problem' refers to the number of deaths.

POPULATION d CASES NUMBER % CASES
SUBJECT TO THE WITH THE REDUCTION WITH THE

PROBLEM PROBLEM PROBLEM

Baseline: CY1983 17,461 2,311 13.2
Impact: CY1985 17,461 2,265 46 13.0

CY1986 17,461 2,265 46 13.0
Contract Period 34,922 4,530 92 13.0

Criteria

Day of care criteria have been developed for use by review
coordinators to concurrently screen cases fron the day of admission
through the day of discharge (Attachment 1). Criteria for screening
cases to assess the quality of care and services provided have already
been approved by HCFA (Attachment 21)A.

* LN,+ �CDV;Slk 6,A W-FA.)
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1L % % E'lNT (F li rH & UitES N SrR VICES Hilh Care f'$&Cm,

6325 Sec-niv B -driatari

Valine. OD 2 1207 _ _

JUN 2 0 19S5

The Honorable Christopher J. DoddUnited States Senate 
t f

Washington. D.C. 20110

Dear Senator Dodd: )

This is in response to your inquiry of hay 7 oo behalf of your
constituent, James H. Streeto, ttD. Dr. Streeto wrote to youconcerning medical rev'e. conducted by tbe Connecticut Peer Rlevie
Organizatino, Irc.. tbe Utilization and Quality Control Pear ReviewOrg.nization (PRO, for the State of Connecticut.

Dr. Streeto is concerned that, in Connecticut, nonophysicia aremaking aore denial determinationa and that attending physicians arenot being given the opp-rtu-ity to discuss profosed denia1s witO a
PRO physician.

I was greatly concerred to learn of Dr. Stieto's claims. A memberof .y staff contacted our Regiona1 Office in boston and obtained thefollowing inflrMation. First, to Connecticut. as in ali other PROareas, denial determination. are mde only by a PRO physician.
Non-physlcians review cases using professionally developed screeningcriteria selected by physicians ln Connecticut. Any case that doesnot meet these screening criteria is referred to a PRO physician forreview. Second, attending physicians are contacted prior to
issuance of an initial denial determination and ce asked to submitcomments or additional information in writing to the PRO. However.
the PRO has not been giving the attending physician an opportunityto discuss the case directly with a PRO physician. This ic counterto our policy and we will see that the PRO changes Its procedures
iediately to do so. Our Boston Regional Office .'lll be closelymonitoring tbe PRO to assure that it Is coeplying with a11 review
procedures.

Thank you for bringing these issues to my attention.

Sincerely yours.

Philip Nathan..r
Director
LMealth Standards and Quality Bureau

cc Lawrence OsbornI M1D, ARA 1/
Region I
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MEMO TO: Chairmen, Hospital Quality Assurance

FROM: Robert E. Newhouse, M.D., Chairman, Quality Review Committee

RE: Quality Review Study I(Readmissions within Seven Days)

DATE: June 24, 1985 MEMO i 85-6

As you know, Health Care Review Inc. as the PRO under the
Prospective Payment System, has implemented five studies which
address the quality of care delivered to Medicare beneficiaries
in short term acute care hospitals in Rhode Island. This memorandum
concerns Quality Objective I which aims to reduce readmissions with-
in seven calendar days due to premature discharge from a previous
admission.

As indicated in previous correspondence, all readmissions within
seven days are reviewed by a Health Care Review Inc. review coordinator.
Each case thought to be a premature discharge on the first admission
is referred to a Health Care Review Inc. physician reviewer. All cases
of premature discharge are then referred to the Quality Review Depart-
ment. Since August 1, 1984 the Quality Review Department has been
assessing all such cases on an onqoinq basis, in an attempt to iden-
tify patterns of substandard care which miqht have been responsible for
patients' subsequent readmission to the hospital.

This analysis revealed the following Premature discharge indica-
tors which may serve as clues that patients falling into these cate-
gories do not always do well following discharge and may require re-
admission to the hospital.

1. Clinical problems (e.g. vital signs unstable, current
compiaints not resolved or controlled, and known or
suspected problems not worked up).

2. Laboratory related problems (e.g. laboratory or other
tests incomplete, acute disease process with test
results not received by time of discharge, and patient
discharged with abnormal lab results without further
work-up).

3. Medication problems (e.g. therapeutic medication range
not achieved or new medication not regulated).
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4. Consultant recommendations not acknowledged or
followed.

5. Prescribed diet not adequately tolerated (including
nasogastric and gastrostomy tube feedings).

6. Bladder problems (e.g. signs and symptoms of urinary
retention, hematuria etc.)

7. Bowel problems (e.g. lack of adequate bowel function
prior to discharge).

8. Administrative problems (e.g. planned readmission forfollow-up procedure/surgery and poor or absent discharge
planning necessitating readmission).

9. Patient problem (e.g. patient desired discharge).

Enclosed you will also find statistics for the total number ofreadmissions within seven days, and the number of premature dischargefor each PRhode Island hospital.

I hope that the above information will be helpful to you in assess-ing whether or not certain patients at your hospital are ready fordischarge. I recognize that there are certain situations which arebeyond your control; for instance, some patients might wish to gohome to await forthcoming surgery.

If you have any further questions or require additional informa-tion please feel free to contact me or Ms. Marianne Raimondo, DirectorQuality Assurance, Health Care Review Inc.

We continue to share your efforts and concerns in providing thebest quality of care possible for the beneficiaries of Medicare.

cc: Chief UR Coordinators
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Health Care Review Inc. C .,
The Weld Building 197
345 Blackstone Boulevard
Providence, Rhode Island 02906
Tel (401)331-6661

June 27, 1985

Mr. Linwood Parsons
Project Officer
Health Standards & Quality Bureau
Health Care Financing Administration
Regional Office
John F. Xennedy Federal Building
Government Center
Boston, Mass. 02203

Dear Mr. Parsons:

Based on the recommendations you proposed in our telephone
conversation on June 24, 1985 I have enclosed your revisions to
the Quality Objectives Health Care Review Inc updated on June 3,
1985 for the state of Maine.

If you have questions concerning these revisions or require
additional information please contact me.

Sincerely your

Marianne Raimondo
Director Quality Assurance

MR:jh

is. Prlie
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MAINE QUALITY OBJECTIVE I
REDUCE READMISSIONS WITHIN SEVEN CALENDAR DAYS

DUE TO PREMATURE DISCHARGE

CCMMENT ON CRITERIA:

Every readmission within seven days is reviewed by a nurse

coordinator utilizing Hospital Level of Care and Interqual criteria.
Specific indicators, developed by Maine physicians and staff are
then applied to cases thought to be premature discharges
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p~gMATURE DISCHARGE INDICATORS FOR FIRST ADMISSION

1. Vital signs not stable:

a. Elevated termperature not stable 240 prior to
discharge

b. Oral temperature below 100-/37.7

2. Laboratory test or other studies incomplete

3. Test results not recieved--acute process

4. Signs/symptoms of urinary retention +120cc

S. New medication not regulated or discharge medication
inappropriate

6. Current complaints not resolved or controlled

7. Known or suspected problem not worked-up

S. Consultant recommendations not acknowledged/followed

9. Discharged for readmission for follow-up surgery/procedure

10. Discharged for readmission for follow-up surgery-readmitt
as emergency
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MAINE QUALITY OBJECTIVE I REVISED

Reduce Readmissions within Seven Calendar Days Due to
Premature Discharge

B. B. Identification/Verification/Validation and Physician
Involvement

The Medical Review Activity Report for the time periods of
October through December 1983, and January through April, 1984
were obtained for the State of Maine. These reports were pre-
pared by Maine Blue Cross/Blue Shield, the fiscal intermediary.
The data indicated 277 readmissions from October 1983 through
April 1984.

The reports however, did not indicate that any cases werc
denied or referred to Regional Office as a premature discharge.
This may reflect the type of review performed by the Maine Fiscal
Intermediary rather than the absence of problems with premature
discharges based on its experience in review of readmissions
within seven days. -

As the PRO in Maine, Health Care Review Inc. will identify
readmissions resulting from substandard care during the previous
admission.

Through review performed on readmissions between November 1984
and January 1984, 21 premature discharges were identified.onitoring
of premature discharge patterns revealed common indicators for pre-
mature discharge which are attached.

I. A. Baseline Measurement

Readmissions within Number Premature
7 Days Discharges

Nov., 1984 - Jan., 1985 = 181 21

B. Desired Outcome:

Health Care Review Inc. will reduce the number of readmissions
within seven (7) calendar days by 42 cases.

Projected 7 Day Projected Desired Outcome 7 Day
Readmissions Premature Discharges Readmissions
Nov.1984-Nov.1986 Nov.1984-Nov. 1986 Nov.1984-Nov. 1986

1,488 168 1,406

Desired Outcome Premature Discharge
Nov.1984-Nov. 1986

126
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REVISION

Maine Quality Objective I - Reduce Readmissions within Seven
Calendar Days Due to Premature
Discharge

REVISED METHODOLOGY - Every Medicare patient readmitted within
seven days will be reviewed by a Health
Care Review Inc. Utilization Review
Coordinator. (Registered Nurse) The nurse
coordinators utilize Hospital Level of
Care Criteria, InterQual and other system
specific criteria applicable to each re-
admission within seven days. Each case
presenting a question of medical necessity
or premature discharge as a result of sub-
standard care on the prior admission will
be referred to a Health Care Review Inc.
Physician Reviewer. If, after review of
both admissions, the physician reviewer
determines that the second admission is a
result of premature discharge from the
first admission, the case will be referred
to the Health Care Review Inc. Quality Review
Department. This referral will be accompanied
by a copy of the nurse coordinator's worksheet
and the physician reviewer's rationale for
determining the patient to be prematurely dis-
charged.

A copy of the physician reviewer's rationale is
also provided to the attending physician re-
sponsible for the first admission alerting him/
her to the fact that the care provided during
that admission was not considered complete at
the time of discharge.

Each premature discharge referred to the Quality
Review Department is then assessed and recorded.
Data is collected for each case including:
Hospital, Medical Record Number, Attending and
Operating physician, Admission diagnosis,
Principal diagnosis, Admit date, Discharge date,
Admit and discharge date of first admission,
date of review by Health Care Review Inc. and
premature discharge rationale.

Each premature discharge is assigned a 'Pre-
mature Discharge Indicator' which places each
case in a particular category of premature
discharge.

The Quality Review physicians and coordinators
will continuously analyze this date to identify
patterns of premature discharge.

Maine hospitals will be informed of the results
of this analysis and the specific types of cases
being prematurely discharged at each facility.
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Hospitals will then be educated as to
appropriate discharge practices for such
cases. If hospitals are continuing to
discharge patients prematurely, indicating
substandard care is being delivered, then
sanctions will be issued.

Health Care Review Inc. will also analyze
data for all readmissions within seven days
to identify patterns of potential problems
with premature discharges. Also, history
data, once provided by the FI in Maine will
be analyzed to observe trends in readmissions
and changes in these trends.

Hospitals will be notified of the results of
this analysis and of the findings of Health
Care Review Inc. record review. Patterns of
premature discharge and substandard care will
be highlighted. Hospitals will be asked to
propose corrective action plans if necessary.

The renults of the data analysis will be utilized
in establishing specific quality studies in the
realm of readmission patterns pertaining to
select hospitals, physicians, diagnoses, or
procedures
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MILESTONE CHART

Quality Objective I

Reduce Readmissions within

TASK

Premature dis-
chawe referred
to Quality Dept.

Mnitoring of
premature dis-

.charges-data
collection

Data analysis
of all reais-
sioI data

Di stribution
of findings to
trapitals
with reandma-
time

Assess criteria
mtlo logy

monitoring of
Jpct of

Health Care
Review Inc.

Individual
hospitals

and physicians
notified-
sanctias
issued if
neoessary

Focused re-
view initiated
of problea
areas

Hospitals
notified of
findings-
educatianal

session

pERSONNEL

Health Care
Review Inc.
review
coordinators

Quality Re-
view and
Data staff

.a.iLY s-
view and
Data staff

Quality Re-
view Osnittee
physicians and
Quality He-
view staff

Quality Re-
view Oomsittee
and staff

Quality Re-
view staff

Cha irman
Quality It-
view OHrnittee

Quality AL-
view staff

Quality Re-
view Osemittee
and staff

Seven Calendair PJ

OTR INITIATED

let. 1985

let. 1985
going

I d. 1985

3rd. 1985

3rd. 1985

Ist. 1986

2nd. 1986

3rd. 1986
cngoing

4th. 1986

Ays Due to PreMature Discharge

ESTIMATED
OTR COMPLETED IMPACT

1st. 1957

1st. 1987

3rd. 1985

4th. 1985

5 cases

5 cases

4th. 1985

2nd. 1986

2nd. 1986

5 cases

5 cases

3rd. 1986

4th. 1986
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ESTIMXATD
PERSONNEL OTR INITIATED OTR COMPLETED IMPACT

Hospital staff lot. 1987 Ift. 197 10 cases

Quality e-
view staff

Quality i-
view Snittee

2nd. 1987 2rd. 1987

3rd. 1987 3:d. 1987 10 casce

TASK

pitals
requestbd to

monitoring of
hopitl&-n

Sanctifs
iissmd if
necesaary
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MAINE QUALITY OBJECTIVE II
PROPHYLACTIC ANTIBIOTIC USE IN SURGERY

III. Description of Review Methodology and Personnel Involved:

A. Criteria:

Criteria for the timing and duration of antibiotic
prophylaxis, approved by the Maine Quality Committee,
is attached.

ANTIBIOTIC STUDY

A. Surgical Procedures Requiring Prophylaxis:

High risk Cholecystectomy
ABD. L Vag. Hysterectomy
THR & TKR

B. Timing of Antibiotic Prophylaxis:

Up to 4 hours prior to surgery, including at induction
of anesthesia - acceptable
Intra-op - not acceptable
Started post-op - not acceptable
Pre-op only - acceptable

C. Duration of Antibiotic Prophylaxis:

Up to 72 hours following surgery - acceptable
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B. Timing of Review and Personnel Conducting Review:

In January, 1985, Medicare discharges from Maine hospitals
undergoing any of the five study procedures will be identified
from current PATbill data provided by Maine Blue CroSs. Review
of these records will commence in February, 1985, and data will
be collected relative to the use of antibiotics including type
of drug, dosage, duration. etc.

Selection of cases, subsequent review, and data collection will
be ongoing as PATbill/UNIbill data is suoplied by the FI. Criteria
developed by Maine physicians will be applied to the data to assess
the rate of inappropriate antibiotic prophylaxis in Maine hospitals
and to pinpoint problem areas. Questionable cases will be reviewed
by physician consultants

Data analysis will than be performed to measure the extent of
inappropriate antibiotic prophylaxis.

A summary of study findings alone with individual and overall
hospital recommendations will be developed by the physicians of the
Quality Review Committee and will be distributed to the participat-
ing Maine hospials.

An educational session will be developed and presented by the Health
Care Review Inc. Quality Review Committee and Consultants during the
fourth quarter 1985. The committee has considered the development of
and educational pamphlet or posters for use in Operating Rooms. Because
the use of antibiotics is an ever changing field, the educational session
will address the currently acceptable medical practice of prophylactic-
antibiotic use in surgery--namely, indications for use of an antibiotic,
choice of antibiotic, dosage, timing and duration.

C. Monitoring of Objective Methodology:

The Quality Review Committee physicians and Quality Review and
the Data Department staff will initiate a follow-up study during
third quarter 1986. The same physician established criteria applied
during the initial study will be utilized. The effect of educational
intervention on antibiotic prophylaxis surgery will be assessed.
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Prophylactic Antibiotic Use In Surgery

II. A. Baseline Measurement Procedure

Procedure ODisch.NOV. '84-Mar.'85

Cholecystectasy

Hysterectzny

Ttal Rio
Pplacmt

Total Knee
1Rplaofflent

255

88

150

94

Projected Disch. 1
#Inappropriate

contract Interval- Prophylaxis

1,244 423

176 60

720 245

460 156
2,600844

B. Desired Outcome

Health Care Review Inc. will reduce inappropriate antibiotic
prophylaxis by 50%.

Procedure Projected Dischs. *isaOpropriatp Prhvyl-i.

Cholecystectuny

Hystetry

To1 Hip
Replacement

Total Ynee
1plaoemnt

Contract Interval

1,244

176

720

460
2,600

212

30

123

78

1 Projected based an Nov. 1984-March 1985 data

�r -.,,,>^so
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MILESTONE CHART

Quality Objective II

Antibiotic Prophylaxis in Surgery

PERSONNEL DATE DATE ESTIMATED
RESPONSIBLE INITIATED COMPLETED IMPACT

Criteria
and data
cllecticn
&clxme
ad~s

Study smple
selected

Rerd Re-
View initial
audit

Data Analysis

Sunary and
recmda-
tions dis-
tribted to
hlpitals

Maine Quality
Feview Gnmittee
(physician) and
asmsultants

Jan. 1985

Quality Review Feb. 1985
aid Data staff

Quality Review
nurse coordinators Feb. 1985

Quality Review
Ommittee, Quality
Review staff aid
Data ataff

Quality Review
OCanittee and
staff

Edcticil ciedtee
Interxvetiias prysicians aid

staff and
csnsultants

Peaudit Quality Review
codinators

Data Analysis Quality Review
OCumdittee staff
and data staff

Distribution of Quality ELview
coclusicxis Oxmmittee ard
recctviations s6taff

Feb. 1985

Sept. 1985 50 cases

30 1985 30 1985

30 1985 4Q 1985

40 1985

20 1986

10 1986

30 1986

50 cases

50

100 cases

30 1986 30 1986 100 cs

30 1986 30 1986 90 cases

TASK

i r-Joir-
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MAINE QUALITY OBJECTIVE III REVISED

Mortality Associated with Pulmonary Embolism

I. A. Problem Description

Health Care Review Inc. investigated twaessociation betweenpulmonary embolism and deep vein thrombosis by analyzing1984 data. The data revealed 635 cases with a documenteddiagnosis of pulmonary embolism and deep vein thrombosis.Of these patients, there were 74 deaths, representing acase fatality rate of I1%. Pulmonary embolism and deepvein thrombosis accounted for 2.5% of total deaths (2971deaths) in 1984.

B. Identification/Validation/Verifiction 
and PhysicianInvolvement

The physicians of the Health Care Review Inc. Quality ReviewCommittee concur that mortality associated with pulmonaryembolism is a well-known and widespread phenomenon. Thephysicians also concur with published literature that thereis an intimate but unpredictable association between thrombo-sis in the deep peripheral veins and death from embolizationof these thrombi to the pulmonary arteries. that is,95% ofpulmonary emboli originate in the leg or pelvic veins.2
The physicians, therefore, requested statistics on all MaineMedicare patients discharged during 1984 with documentedpulmonary embolism and/or lower extremity deep venous throm-bosis (DVT). Analysis of this data indicated Medicarepatients with a principal or secondary diagnosis of pulmonaryembolism, deep venous thrombosis, or both, representing ahigh risk group for death, of these 635 patients 74 or 11%expired.

The following observations about pulmonary embolism haveprompted the Quality Review Committee physicians to concurthat a study should be performed in the interest of theelderly population.

Age Factor

1. Patients more than 60 years old have an increased incidenceof deep venous thrombosis compared to those in the youngerage groups.l

2. Venous thromboembolism (combined term for deep venousthrombosis and pulmonary embolism), is prone to occuramong the elderly, among persons immobilized for anycause and in individuals having a previous history ofvenous thrombosis.2
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MAINE QUALITY OBJECTIVE III

Mortality Associated with Pulmonary Embolism

11. A. Baseline Measurement:

#Cases with #Deaths Among Patients with PE/DVT

PE/DVT 1984

63S 74 (11%)

B. Desired Outcome:

Health Care Review Inc. will reduce the mortality among patients

with pulmonary embolism from 11% to 9% by NOv. 1, 1986, from

148 cases to 114 cases.

Projected i cases #Deaths Among Patients with PE/DPVT
With PE/DVT

Contract Interval without Intervention With Intervention

1,270 148 114

59-303 0 - 86 - 11
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QUALITY OBJECTIVE III

Mortality Associated with Pulmonary Embolism

II. Methodoloqy

The focus of Health Care Review Inc.'s study on mortality
associated with pulmonary embolism is prevention of PE and DVT
for high risk patients.

Medicare discharges with a documented diagnosis of pulmonary
embolism or deep vein thrombosis will be selected from PATbill data
submitted by the Maine FI. The medical records of these patients
will be reviewed during the first three quarters of 1985 by Health
Care Review Inc. nurse coordinators. Data will be collected on risk
factors for PE/DVT, such as obesity, smoking, surgery, acute M.I.,
etc. Data will also be collected on prophylactic measures taken, both
mechanical methods and anti-coagulation therapy.

The data will be developed during the fourth quarter of 1985
by the Director of Quality Assurance and the data staff to identify
the risk factors among Maine patients with PE/DVT and to assess
whether prophylactic measures are being taken in Maine hospitals.

The results of this analysis will be distributed to all Maine
hospitals during the third and fourth quarters of 1985.

Educational sessions will be developed and presented during the
first quarter of 1986, which focus on the identification of patients at
risk for PE/DVT, the necessity of documenting such cases, and appropriate
prophylaxis.

Health Care Review Inc. will initiate a follow-up study during
the second quarter of 1986 to assess the effect of the intervention.
Cases will be selected from UNIbill data and review will be performed
to determine whether appropriate prophylaxis is being administered.



319

-4-

MILESTONE CHART

QUALITY OBJECTIVE III
Mortality Associated with Pulmonary Embolism

PERSONNEL DATE DATE ESTIMATED
TASK RESPONSIBLE INITIATED COMPLETED IMPACT

Criteria and Quality Re- 1st Q 1985 1st. 0 1985
data collection view Omnittee

Maine

Scheme developed
bry Mainephiizz

Sample Selection Data staff 1st. Q 1985 cngoing
for chart review

Onsite record Quality Re- 1st. Q 1985 3rd. 0 1985
review Initial view
Audit oorrdinators

Data Analysis Quality Re- 3rd. 0 1985 4th. Q 1985
view data
staff

Distribution Quality Re- 4th. Q 1985 4th. Q 1985
of findings view CQmmittae
to hospitals and staff

Ezucatianal Quality Re- 4th 0 1985 1st. Q 1986 25 cases
Intervention view Cawuittee

and staff

Follow-up Quality Re- 2nd. 0 1985 2nd. Q 1986 25 cases
Study view staff

Distribution Quality Re- 3rd. 0 1986 3rd. 0 1986 64 cases
of study view COiuittee
findings and staff

Corrective Quality Re- 3rd. 0 1986 4th. Q 1986
Action view C=mmittee
problem for and Medical
hospital and Director
physician
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MAINE QUALITY OBJECTIVE IV

Reduce Unnecessary Surgery or Other Invasive Procedures

III. Description of Review Methodology and Personnel Involved

A. Criteria:

Maine physicians in various specialties have developed
criteria for the indications for surgery for the following
procedures: TURP, total hip and knee replacement, and
coronary artery bypass graft.

The criteria are attached.

B. Timing of Review and Personnel Conducting Review

Utilizing PATbill and UNIbill data, generated weekly by Maine
Blue Cross, Health Care Review Inc. will sample Medicare dis-
charges who have undergone the following surgical procedures:
total hip and knee replacement, transurethral resection prostate,
and coronary artery bypsss graft. Onsite record review will be
initiated June 1, 1985 and performed by quality review coordinators
in Maine. Data related to the indications for surgery will be
collected. See attached data collection forms.

Physician developed criteria will then be applied to evaluate
the necessity of surgery. Physicians will review those cases
where appropriate indications for surgery are lacking.

The data will be analyzed during 4thQ 1985 to assess rates of
unnecessary surgery by hospital and by surgeon. The results of
this analysis and the criteria used in the study will be disseminated
to Maine hospitals and surgeons during the fourth quarter of 1985.

Health Care Review Inc. will provide the hospitals and surgeons
with education as to appropriate indications for surgery during the
first and second quarters of 1986. The surgeons will also be offered
an opportunity to discuss their cases with physician reviewers--an
effective educational step in peer review.

if review results indicate extreme levels of unnecessary surgery,
the Quality Review Committee may chose to implement a preadmission
review program for the problem procedures.

Throughout the study, the Health Care Review Inc. data department
and quality review department will continue to monitor admission
rates for surgical procedures to detect aberrant patterns. Data
will be analyzed to measure variance in admission rates for surgical

procedures. Rates will be adjusted by age, sex, and casemix so



321

-2-

that comparisons are based on clinically similar patients at
risk for surgery. Based on the results of this analysis, the
Quality Review Committee may expand the study to include other
procedures which may represent unnecessary surgery".

A follow-up study will be implemented in the second quarter
of 1986 to measure the effect of the education. Physicians
found to be non-compliant with Health Care Review Inc. recom-
mendations will be subject to sanction proceeding.
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November 1984 March 1985- On-site record review was performed

by Health Care Review Inc. quality review coordinators and data

was collected as to indications for surgery. The data was

analyzed to evaluate the extent of unnecessary surgery utilizing

physician developed criteria (attached).

The results of the study are displayed below.

Cases where
Surgery not

Surgical Procedure Cases Reviewed n icated %

TURP 135 53 39

Hysterectomy 32 3 9.4

Total hip and total 70 21 30

knee replacement
Coronary Artery Bypass 25 4 16

graft

Based on the results of this preliminary study indicating that

unnecessary surgery is being performed in Maine hospitals, Health

Care Review Inc. will establish an objective to reduce admission

rates for certain surgical procedures. The study will not

include review of hysterectomies due to the low frequency of

this procedure among women sixty-five years of age and older

and the low rate of Problem cases found in the Pilot study. Of

32 cases reviewed, only 3 cases {(}) did not meet criteria for

appropriate indications fo~r surgery.

Health Care Review Inc. is currently performing data analysis

of rates of other surgical procedures to detect variations

and potential problems. If the analysis suggests aberrant

admission rates, the physicians of the Maine Quality Review

Committee may recommend inclusion of the procedures in the

study.

It. A. Baseline Measurement

# Cases Projected Cases

Procedure Nov '84-mar 'AS Contract Interval

Total Hip & Knee
Replacement 228 1,088

Transurethral Resec-
tion Prostate 400 1,920

Coronary Artery By-
pass Graft 96 461

1 Based on November 1984-March 1985 data
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II. A. Baseline

Total Hip Replacement

Hospital
Number

01

08

09

12

15

16

18

19

24

32

33

39

40

44

50

63

66

Total

These rates will
comparisons will
for the surgery.

4 of Cases
Nov 84 - Mar 85

I of Cases
Projected
for 1985

Admission Rate
Projected 1985
per 1000
Medicare
Enrollees

13 31.2 .21

2 4.8 .03

28 67.2 .45

10 24 .16

10 24 .16

3 7.2 .05

3 7.2 .05

5 12. .08

3 7.2 .05

11 26.4 .18

6 14.4 .96

19 45.6 .31

8 19.2 .12

4 9.6 .06

2 4.8 .03

1 2.4 .02

9 21.6 .14

9 21.6 .14

146 350
ave. 19.6 ave .13

be adjusted by age, sex, and diagnosis so
be made among similar patients at risk
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II. A. Baseli
Total Knee Replacement

# of Cases
Nov 84-Mar 85

12

3

2

3

3

2

5

2

1 3

2

3

8

3

3

3

* of Cases
Projected 85

12

28.8

7.2

4.8

7.2

7.2

4.8

12

4.8

31.2

4.8

7.2

19.2

7.2

7.2

7.2

Admission Rate
Projected
1905/1000
Medicare Enrol.

.05

.19

.05

.03

.05

.05

.03

.08

.03

.21

.03

.05

.13

.05

.05

.05

050 5 12 .O8

063 6 14.4 .10

066 7 16.8 .11

Total 82 216
average 11.4 average .Ip

These rates will be adjusted by age, sex and diagnosis, so com-

parisons will be made among similar patients at risk for the

surgery.

arlOOO

Hospital
Number

001

009

012

015

016

017

018

024

032

033

034

037

039

040

041

044
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II. A. Baseline

TURP

Hospital # of Cases
Number Nov 84-Mar.85

2 6

5

2

3 3

1 3

1 1

2 3

1 1

2 3

2 2

6

20

2

8

01

02

03

08

09

12

13

1 5

1 6

1 7

3 9

20

24

25

26

3 1

3 2

3 3

3 4

3 7

389

3 9

4 0

20

9

45

# of Cases
Projected '85

62.4

12.0

4.8

79.2

81.6

31.2

26.4

55.2

26.4

55.2

52.8

14.4

48.

4.8

19.2

21.6

21.6

48

43.2

21.6

9.6

108

16.8

Admission Rate
Projected 1985/
per 1000
Medicare Enrollees

.42

.08

.03

.53

.55

.21

.02

.37

.02

.37

.35

. 10

.32

.03

.13

.14

.14

.32

.29

.14

.06

.72

.11
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7.2

9.6

9.6

7.2

55.2

934
Ave. 32.2

.05

. 05

.06

.06

.05

.37

Ave. .22

These rates will be adjusted by age, sex, and diagnosis so
comparisons will be made among similar patients at risk
for the surgery.

41

43

44

50

51

63

Total

3

23

400
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B. Desired O.-come

Previous studies in Maine have shown that the admission rates
for several surgical procedures vary extensively among hospi-
tal market areas. While these studies recognize differences

in physician practice styles as a major contributing factor
to variation in rates,they have not assessed the level of
unnecessary or inappropriate surgery.

Health Care Review Inc. will reduce the admissions rates
for the following procedures: TURP, hysterectomy, total
hip replacement, total knee replacement, and coronary artery
bypass graft. The targeted admissions rate for each Maine
hospital performing one of the procedures will be the
statewide norm.

The admission rates for each surgical procedure, both state-
wide and hospital specific will be adjusted for age, sex, and
diagnoses. By adjusting the rates, accurate comparisons of
admissions can be made for clinically similar patients at
risk for the various surgical procedures.

Also, hospitals will not only be compared to statewide norms.
but to norms for categories of hospitals grouped by size and
teaching status.



328

-9-

II. B. Desired Outcome

Total Knee Replacement (TKR)

Hospital Projected Cases
Number Nov 1984-Nov 1986

001

009

012

016

017

024

033

037

039

040

041

044

058

063

066

24

57.6

14.4

14.4

14.4

24

62.4

14.4

38.4

14.4

14.4

14.4

24

28.8

33.6

394

Targeted Desired
Reduction Outcome

0

30.6

0

0

0

0

35.4

0

11.4

0

0

0

0

1.8

6.6

86

24

27

14.4

14.4

14.4

24.0

27.

14.4

27

14.4

14.4

14.4

24.

27.

27.

308

Health Care Review Inc. projects that approximately 394
Medicare admissions will occur during the contract inter-
val for total knee replacements. Health Care Review Inc.
will reduce the admissions by 86 cases resulting in 308
admissions.

This impact will occur if admission rates for hospitals
exceeding the statewide average are reduced to the state-
wide norm.
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II. B. Desired Outcome

Total Hip Replacement

Projected Cases
Nov 1984-Nov 1986

62.4

9.6

134.4

48

7.2

48

14.4

52.8

14.4

91.2

24.0

43.2

28.8

43.2

38.4

19.2

4.8

9;6

694

Targeted Desired
Reduction Outcome

22.4

94.4

8.0

8.0

40.0

9.6

40.0

44.0

7.2

44.0

14.4

40.0

14.4

40.0

24.0

40

28.8

40

38.4

19.2

4.8
9.6

491

12.8

51.2

3.2

3.2

Health Care Review Inc. projects that approximately 684
Medicare admissions will occur during the contract inter-
val for total hip replacements. HCR Inc. will reduce
the admissions by 203 cases resulting in 481 cases.

This impact can be expected if admission. rates for
hospitals exceeding the statewide average are reduced
to the statewide norm.

Hospital
Number

01

08

09

12

19

15

16

24

17

33

18

63

32

66

39

40

50

44



330

-11-

II. B. Desired Outcome

Transurethral Resection of Prostate

Projected Cases
Nov. 84-Nov. 86

124.8

24

9.6

158.4

163.2

62.4

52.8

110.4

52.8

110.4

105.6

28.8

96

9.6

38.4

43.2

43.2

96.

86.4

43.2

19.2

216

33.6

14.4

Targeted Production Desired Outcome
* of Cases _ of Cases

58.8

0

0

92.4

97.2

0

0

44.4

0

44.4

39.6

66

24

9.6

66

66

62.4

52.8

66

26. 4

66

66

14.4

66

9.6

38.4

43.2

43.2

66

66

43.2

19.2

66

33.6

14.4

30

0

0

0

30

20.4

0

0

150

0

0

Hospital
Number

01

02

03

08

09

1°2

13

15

16

17

19

20

24

2 5

26

31

32

33

34

37

38

39

40

4 1
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43 14.4 0 14.4

44 19.2 0 19.2

50 19.2 0 19.3

51 14 4 0 14.4

63 110.4 39.6 66

1920 647 1228

Health Care Review Inc. projects that approximately 1874 Medicare
admissions will occur in the contract interval for TURP's.
Health Care Review Inc. will reduce the admissions to 1228
cases, which represents a reduction of 647 admissions. This
impact will occur if admission rates for hospitals exceeding
the statewide average are reduced to the 'expected statewide
norm.
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Coronary Artery Bypass Graft

PATbill data for time period of November 1984 - March 1985--
revealed that 96 coronary artery bypass surgeries were per-
formed in one hospital in the state of Maine.

To evaluate the extent of unnecessary surgery, or surgery
that is not medically indicated, Health Care Review Inc. in-
cluded the procedure in its preliminary study. 16% of 25
cases reviewed were found to be unnecessary.

Health Care Review Inc. will reduce the frequency of unneces-
sary coronary artery bypass grafts to 10% during the contract
interval.

Expected * of Targeted
Projected 0 of Cases Unnecessary Reduction in Desired
Nov 84-Nov 86 Surgery Unneces. Surgery Outcome

461 cases 74 cases 46 cases 415 cases
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MILESTONE CHART

QUALIY OBJECTIVE rV

Reduce Unnecessary Surgery or Other Invasive Procedures

TASK

Criteria and
data 06110ctiM
scFem

Review
S-ple
Selected

Onsite R-
oard review

Data Analysis

Distrititn
of criteria,
findings, and

to hopitals

Buatianal
sansioa

PERSONNEL DATE
RESPONSIBLE INITIATED

Maine pysi-
cians and
Oualitv 1-
view staff

Data staff

Quality
Review
aoordirators

Data staff
Quality R-
view staff
Qwulity R-
view omwittee

Quality Da-
view CEnitte
and staff

Maine Physi-
ciana corl-
tants and
Quality rJview
Onittes

Quality Re-
staff amd
cairittee

Jan. 1985

DATE
COMPLETED

May 1985

ESTIMATED
IMPACT

May 1985 cggoing

Jaune 1985 Nov. 1985

4th Q 1985 4th 0 1985

jut Q 1986 1st Q 1986 10 Bypass
100 TURP

25 Hip
20 Knee

2d Q 1986 2nd Q 1986 18 Bypass
182 TURP

80 Hip
26 Knee

3rd Q 1986 3rd 0 1986 1 Bypass
365 TURP
108 Hip

40 Knee
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MAINE QUALITY OBJECTIVE V REVISION

I. Reduce Urinary Tract Infection in Patients undergoing Total
Hip Replacement.

A. Problem Description

Review of PATbill for the months November 1984 through
March 1985 revealed 150 total hip replacements. 5 (8 cases)
of these patients had a documented diagnosis of a urinary
tract infection.

B. Identification/Verification/Validation and Physician
Involvement

The urinary tract is the most common site of nosocomial
infection reported by acute care hospitals, affecting an
estimated 600,000 patients per year.

wMst of thete infections - 66% of 86% - follow instru-
mentation of the urinary tract, mainly urinary catheteriza-
tion. Further, the risk of developing catheter associated
UTI is increased in patients with advanced age, debilitation
and postpartum state.1

To study the association of urinary tract infection in
patients with a Foley Catheter, Health Care Review Inc. Quality
Review Committee Physicians focused on operative procedures
routinely requiring post-operative catherization, thereby,
increasing the risk of developing a UTI.

Analysis of data for the time peripd Nov. 1984 - March
1985 indicated 150 patients underwent a total hip replacement
(THR) and 5% acquired a UTI.

In that insertion of indwelling catheter is an ICD
9-CM class 3 procedure, negating consistent reporting of such
on the discharge data sheets, the exact UTI/Foley ratio is,
at present, unknown. As stated previously, however, the most
common cause of post-operative UTI is catheterization.

2

The Quality Review Committee physicians and consulting
urologist concur that there is a direct correlation between
the duration of indwelling catheterization and the risk of
developing a urinary tract infection. The physicians, there-
fore, believe that the aged Medicare population along with
the debilitating nature of total hip replacement, target
these patients as requiring meticulous post-operative cathe-
ter care to reduce their rate of UTI.

To assess the use of Foley catheters in total hip replace-
ment surgery, Health Care Review Inc. conducted a valida-
tion study. Patients undergoing a total hip replacement were
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MAINE QUALITY OBJECTIVE V

Reduce Urinary Tract Infection in Patients Undergoing Total Hip
Replacement

III. A. Description of Review Methodology and Personnel Involved

I. Criteria:

Maine physicians have developed criteria relevant to the use
of foley catheters in total hip replacement patients.(attached)

Health Care Review Inc. will identify all Medicare discharges
undergoing a total hip replacement from 1985 PATbill/UNIbill data
provided by Maine Blue Cross. This sample selection will commence
during the first quarter of 1985 and continue through the duration
of the study as FI data is received by Health Care Review Inc.

Quality Review of these cases will be initiated during the second
quarter of 1985, and data will be collected relative to the insertion
of the foley catheter and UTI. Criteria developed by Maine physicians
will be applied to the data to determinc if foley catheter use was
appropriate. Questionable cases will be referred to a physician for
review.

Data analysis will be performed during the third quarter of 1985
to assess the use of foley catheters in Maine hospitals and sub-
sequent UTI's.

As data analysis is completed at each hospital, individual hospital
summaries with recommendations will be provided to hospitals to promote
immediate progress toward reduction in the UTI rate. The information
will be provided to individual orthopedic surgeons.

Educational material or programs will be developed and presented
fourth quarter 1985 and first quarter 1986, by Health Care Review
Inc. These sessions will address important infection control measures
and appropriate foley catheter use. This includes ways to limit the
use of urinary catheterization as well as instruction in methods
necessary to reduce infection in patients where the catheter is clearly
indicated.

2. Monitoring of Objective Methodology

To assess the affect of the education intervention and to measure
the compliance of Maine physicians with recommended criteria and
guidelines, a follow-up study will be initiated during the third
quarter of 1986. Cases to be reviewed will be retrieved from current
UNIbill data.

Record review utilizing the same physician criteria will be preformed
by the quality review staff. The study will be completed by third
quarter 1986. Hospitals and surgeons will be informed of all findings.
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UTI STUDY

Acceptable duration of catheterization (foley) total hip

for surgical procedures.
No more than 48 hours post-op
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t---..v f,- 4. Tract

Repl cement

TASK

MILESTONE CHART

QUALITY CBJECTIVE V

Tnfections in Patients Undergoing Total Hip

ExPECTED PROGRESS

PERSONNEL QTR QTR IN ACHIEVING

RESPONSIBLE INITIATED COMPLETED 40% REDUCTION

Fevision of
criteria and
review of Maine
Physicians

Distribution
of criteria
awd xocta-
ticos to
hsspital
ikysician
can iittee5

Selectirs of
patients for
review

QMality Feview
OCnittee Ozys.
Quality Peview
staff

Quality Heview
Cfnnrttee phys.
Quality Review
staff

Quality review
staff

Cn-site record Quality Review
revies Ommittee phys.

Quality Review
staff

Tabulatin/ Quality Review
analysis of OQnnittee p"ys.
data uity Fnview

staff

Distribution Quality Review
hospital canmittee phys.
sulnaries Quality li-w

staff

Eatiuaal Health Care Re-
sessicns/ view Inc. p"ys.
materials Health Care He-

view staff

FbOll-Up to
determine
crsvliance
man URI

reduction

Quality Ieview
Oinittee phys.
Quality review
staff

1st. 0 1985 let. Q 1985

1st. Q 1985 1st. 0 1985

2nd. Q 1985 2rd. 0 1985 42nd. Q 1985)
5t

2nd. Q 1985 4th. 0 1985 (3rd. 0 1985)
10%

3rd. a 1985 1st. 0 1986 (4th, Q 1985)
15%

3rd. Q 1985 1st, 0 1986 (1st. 0 1986)
20%

4th. a 1985 1st. Q 1986 2 2. 0 1986)
25%

(3rd. 0 1986)
30%

(4th. Q 1986)
35%

3rd. 0 1986 1st. 0 1986 (1st. 0 1987)
40%
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!ieportijg Date: 07/ ! i; i -

NDHCRI INCIDEN;CE REPORT TO REGIONAL OFFICE

Patient Name: …illC NO.: … Ae:

Adoit Date:_ _/_ lioSp. Nane_ MPR No.25-

Physician Name: ......... ____._ .M.D. License No.:

Reviewer Nuabers: S P.A. _ ___ Reviewed: _7

Incidence Type:

vdA. Rendninsion Sausequent to a Pre-:2ature Discharge
B. Transfcr Of a Questionable Nature
C. Hospital Initiated Denial Not R',usrted on 'onthly List
D. Inappropriate Rosp. Init. Den. issued Prior to DRG ALOS

(..Zurro itce cescrip:icn of the prohie2 or discrepa-ncy usinSg Ds
accur-te dire-! . '.''c 3S pcss; re. Use physicians orders
and physician advisor notes for quotations where possihie. - -

T s pat!ent 2s f--s: d .-ttd on 317V;3 wit> Senticen'a and
___________________________________-_____-____-______-_______

c.r:st-r.'d 3/26Io5. On 3'2n-85 tche nut e-n: was transferred to TC:

T': U c=ents: "Ife!.0 >*5 a~ ~3 p:C:- Q-rc.scn~r-e. Se-:: de:
---- ---- -----rt-aute!J --d-o--- - -~ -f -dz -'--------T - -- o-------

wlth tennereture elevated on can of discharge". lhts patient's

seond adnission occurred on 3/27/85 a..d the patient expired on

3/28/85. The second adnission was also for Sep:ice-ia.

___-- Type-A- --C- -______. ____

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _-A .C- --__ _ ____

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

____________________-----_-________________________________--

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _- -- _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _-

Dis,.-ibtjcm -Typc A B C D . . . . . . . . . . . . . . . . . . . . .

;.A¢- | ~A B C D - - - - - - - - - - - - - - - - - - - - -
Pcsior-al Office A B C D
hcszital A B C D
At:end¾nr Physician A B C D
Fiscal Intermediary D
Pa':ienS D
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MISSOURI
PATIENT CARE REVIEW-'

_________ _ . .FOUNDATION
1026 C Noricast Drive * Je!'erson Ciy. M1issUri 6510! * rr4d; 534 444!

July 24, 1995

Mr Greg Lear, Chief
Medical Review Branch
Health Standards and Quality Bureau
601 East 12th Street
Kansas City, Missouri 64106

Re: Contract No. 500-84-0526-85 MO 007
Premature Discharges and Inappropriate Admission

Dear Greg:

. have enclosed for your review the record of a patient
who was admitted to the Kansas University Medical Center' in
Kansas City, Kansas and subsequently readmitted to St.
John's Regional Medical Center in Joplin. We have had
several medical specialist in cardiology review this ease all
of wnich agree as a premature discharge and questionable
quality of care, including a re-review by the Kansas
Foundation for Medical Care which also agrees to premature
discharge and the possiblity of inadequate care given to the
patient at the Kansas University Medical Center. My question
is what action, if any, can the PRO take regarding this case
or similar cases?

The second enclosure is a copy of a medical record sn
whieh the Medicare patient was admitted for an invasive
procedure for cardiac catherization, discharged two days
later and readmitted five days later to perform bypass
surgery. What is HCFA'5 policy regarding the handling of
these types of cases since two DROGs were generated? Should
we perform a technical denial on the first o r second
admission?

I would anpreciate your response to both types of cases
referred to above at your earlluest convenience.

t 3reotor of Opcrations

TEM:b-s
Enclosures 2 'mt erwV;&. C
cc; Mohammad N. Akhter, M.D.

n",,,C', ̂. .06...' Lif a(eof 20 r e 'o' i36 itC' of ..45al l
'', ,, .i2 Ca C G' Se. (Ik O 03~ . 3.^4 5. C u 'o ..........c 3&0; M '5 '



341

0A , Ioa oudtion-r for Medical Care
- c.V 0Pa - I- M2ni V2 A.i SU sr

V0.0 _.'w b0 won
5n-2v

-_ t D4.-

_1_ 00

001 O_ ..D
ba .a0

._ C. -

S. _C .C__ O_

_.n~ 00.o

OL$00 ye c0 YDCOO

ti S, ,_ --_C

_nno 0 0 D C

_-it D_ IO D_

Ra iS D0 .0-,

£ .r 0 Po$

_ tL W'.SD 00_e

one. I.. 00='

'. 0lD

_D_-

6(c.>
J.J, -f 714/

July 30, 1985

Ben Gruber, Project Officer
Division of Health Standards t Quality
Region VII
Federal Office Building
601 East 12th Street
Kansas City, Missouri 64106

Contract No.: SOO-84-0513
Correspondence No.: 85-51
Topic: Information Requested on PRO Quality of Care Assessment

and Corrective Action

Dear Ben:

We have several mechanisms by which we monitor quality of care
and Identify areas of concern.

All reviews conducted by IFYC include a quality component. Our
worksheets specifically request a response concerning the quality
of care. Cases may be Identified for further review by our Quality
Assessment Committee. Cases may be referred by IFMC review staff
or by physician s reviewing for us. Foilowing con-ittee review,
an educational letter Is directed to the physician responsible for
the questionable care.

All readmissions within seven calendar days are reviewed for the
possibility of the occurrence of a premature discharge. If re-
viewing physician determines that the Second hospitalization was
the result of premature discharge during the first hospitalization.
or that the patient could have been cared for during one hospitali-
zation, an educational letter Is sent. This letter includes the
rationale of the reviewing physician. Thus far, 413 premature
discharges have been identified.

A second premature discharge will result in a case presentation
to the IFN Comprehensive Review Co sittee with a recoamendation
for predischarge screening. The predischarge review requirement
is in effect for three months. Discharge cannot be prevented
and no denials are issued. The review is educational. Thus far,
two physicians have been placed on predischarge review.

IFMC staff are also acutely aware of the concerns of Medicare
beneficiaries and their families. We follow up on phone calls
and letters concerning difficulties experienced by Medicare
beneficiaries. Our first step is to determine IFlC involveent
in any reviews or denials. Whether or not we were involved in
a case, we make every effort to clarify or resolve the problem.
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Mr. Ben Gruber
July 30, 1985
Page Two

We have recently assessed several situations where family members felt that a
Medicare beneficiary was denied access to acute hospital care or was discharged
too soon from an acute hospital. In these cases, we assisted family members in
attempting to address the issue, despite the fact that IFMC was never contacted
to review the cases. (The providers and practitioners told patients that Medi-
care would not pay even though no review had occurred by the PRO without ob-
taining review from the PRO.)

As always, the quality of care provided in Iowa is of genuine concern to us.

Sincerely,

Ffed Fere
Executive Vice President

FF:lkJ
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THE KANSAS FOUNDATION FOR .ALEVC i Z V
29I1 S W. Wan.a-k O" Dnve / Topka., KanUs 66614

TekIon0- (913) 271-2SS2 a
July 31. 1985

HsBrenda Burton
PR0 Project Officer
Medical Review Branch

"s. CO.So ealth Standards and Quality Bureau
Health Care Financing Adninistration
Department of tets Region Yll
Federal Office Building. Room 284
601 East 12th Street

S - Kansas City. N 64106

O~ .ft_.SD.E. E 1. Qua1ity Assurance Copittee Concerns and Recomnendations

for Other Areas of Quality Review

L~TW. P~ 2. Reorganization Structure for Monitoring Quality Problems

O.R _ .. _ 5 HCFA 50044-0506
f0107

Dear Brenda:

SECTION I - Areas of Quality Review for PROs Area Apbulatory Surgery
Review

With the shift of inpatient to an outpatient setting occurring more
and wore throughout the nation. I think it is essential that the
PROs focus oan selected procedures thereby making a *preprocedure
review. It is recomeended that high volume procedures be looked at
for the indications for the surgical procedure. This would Include
6ut not be limited to cataracts. 6.1. endoscopies. bronchoscopies.
end cystoscopies.

Cataract surgery Is one primary example of the need for such
review. There is no question in my mind but what the total number
of cataracts done has increased simply because no quality assurance-
studies in monitoring can be done on an outpatiint basis at the
present time. Criteria could be set up for each of these procedures
and pread3ission certification be done looking entirely at the
indications for the surgical procedure.
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Brenda Burton
July 31, 1985
Page 2

Mandatory retrospective sampling, probably 10-20% of these
procedures to look for 1) complications, and 2) subsequent
admission to the hospital. The information necessary for this would
include the following:

1. A list of the acceptable procedures and their indications

2. Also request a copy of the preprocedure certification or
match them up

3. Request a copy of the operative report

4. Monitor all hospital admissions occurring within 24 hours
of the procedure

S. Possibly monitor the anesthesia time in excess of 1-2 hours

6. A pathology report where appropriate (this may produce some
difficulties because physicians have a difference of
opinion as to where and when a pathology report is
needed). This would be spelled out in the preadmission
certification criteria as to whether a pathology report
were mandatory or not.

7. Possibly would want to review patient instructions
post-operatively.

I think that this would allow us to develop a profile of every
physician or surgeon doing outpatient work very quickly, probably
within 3-6 months certainly and possibly have the fiscal
intermediary even flag certain things if they occur such as the
complications or admissions.

In order to continue ambulatory surgery review, I think it is
important that we develop a Onew' UB-82 form for outpatient or
ambulatory review. The Quality Assurance Committee of AMPRA has
developed this question and recommended that the Data Committee
study this and come up with an appropriate form. The above
recommendations will be made to the Data Committee in the hopes that
they can come up with a uniform form with the elements for
ambulatory surgery review. This would include such things as lab
codes, ancillary procedures and whatever other elements might be
needed.
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Brenda Burton
July 31, 1985
Page 3

SECTION II - Premature Discharge.

These probably should be identified as done previously with the

following comments.

1. Utilize discharge screens on charts reviewed.

2. Do a focussed concurrent review if any attending physician

has three cases or more during any given time period. It

is important to remember that the hospital administration
may be putting undue pressure on the physicians for these
premature discharges and it is important that the hospital
be held to its share of responsibility.

3. I think it is important to inform the physician if a
premature discharge is identified.

4. Will probably extend the review for readmissions within
seven days to at least 10-14 days.

S. Institute a more or less national uniform 'furlough'
situation for patients where only one DRG is paid when the
patient may need to go home between the initial
preoperative evaluation and subsequent surgery.

Other items to go along with this would be to try to monitor patient

outcomes. Certainly the intensity of service provided during the
hospitalization and perhaps, utilizing the patient's social security
number, be able to track down mortalities that occur within a
certain time after discharge from the hospital.

Another item would be possibly to consider tracking every hospital
issued denial on a sampling basis for patient outcome.

Another item might be for preadmission certification on any level of

nursing home or transfer from a hospital to a nursing home that
might be Indicative of a premature discharge. This might have to

|include eventually the home health services and hospices. This

preadm1ssion certification probably should be for any extended level

or sustaining level of care such as a skilled nursing facility,
intermediate bed, whatever as long as that patient has been recently
discharged or transferred from the hospital.' The important thing is to keep in mind, "is it safes to transfer so
|many paients of the Medicare age group population to the outpatient

setting. Along with this would be beneficiary education and this

might be done by a selected sampling of each institution on a
Regional basis once a year or other methods that might be

developed.
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SECTION III: Additional Quality

It is reconmmended that the PROs have some latitude for the
development of their quality objectives. Probably should be allowed
to develop our own quality studies as long as we have data to
support those studies. Perhaps 20-50X of the quality objectives
could be on a local basis rather than a national basis but it is
difficult to know.

SECTION IV: The information on the Pat Bill, that is the cost data,
may identify quality problems. That is, outliers of either cost or
days may at least indicate the possibility of a quality problem
during their treatment.

RE: Reorganization of the Quality Assurance Committee

In an effort to make the Quality Assurance Committee's actions more
meaningful and responsive to the problem, Ga stem of rankinothe

ialitproleg! has been developed. This would bsically be in the
form~of a chart or identified columns that could be maintained on
the computer for on-going review. These would include across the
top the physicians I.D. number, the hospital, the chart number and
then the ranking system would include five categories. The first
one would be documentation. That is, if the problem was not
necessarily the medical care delivered but rather the documentation
by the attending physician, this would be identified, and if a
pattern developed, action taken to educate the physician. The
second, third, fourth and fifth columns would include level I, 1,.
III, and IV. Level I would be nonstandard or unusual treatment or
practice that potentially endangers the patient and no detrimental
effect was realized. Level II would be nonstandard or unusual
treatment or practice that clearly endangers the patient resulting
in short term detrimental effect. Level III would be nonstandard or
unusual treatment or practice that results in significant morbidity
and number IV would be the gross and flagrant quality violations
usually but not necessarily ending in mortality. These come up
within rank the quality problem, I, II, III, IV, that is, potential,
short term, morbidity, and mortality. The last column would be
generic screening numbers. Under this column would be the quality
generic screening criteria of which, we have nineteen listed. The
nuiiber of the quality issue that corresponds to that identified
would simply be inserted in this column. There may be one or more
numbers appropriate.

With this ongoin9 dentificati1n of quality proeBamst Ais
informatloncouIke brought-up-on the computer, on demand andsee
if there is any pattern developig that needs attention for the
lower ranked numbers, that is, for the documentation and Level I.
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It is recommended that documentation problems and Level I be
identified by the Physician Reviewer and handled on-site when
desirable. On a separate sheet have the Physician Reviewer state
the quality problem, and send a copy to the attending with a copy to
the Quality Assurance Committee in the office to be inserted on the
computer. As these are brought up. it becomes quickly apparent if
there is a pattern of poor documentation that has developed, that
needs further attention.

On Category I, this division would be at the decision of the
Physician Reviewer whether he handled it in the field by writing on
a separate sheet, again with a copy to the Quality Assurance
Committee Supervisor or whether he wanted to refer to the Quality
Assurance Committee Executive Board.

Categories II. I;; and IV would be referred to the office and
reviewed by the Medical Director or his associate or a member of the
Quality Assurance Committee on-site. The Medical Director or his
designee refers it to a specialist for a written consultation. if
appropriate and then when it cones back, send it to a Quality
Assurance Executive Committee which should be made up of five
members of the Quality Assurance Committee who would meet at monthly
regular intervals. This would assume that at least three members of
this Committee could be present and review these charts of the Level
II, III and IV. At that time, they would make the decision
1) whether it would be a hearing, that is call the physician In,
2) whether it would be a formal hearing with potential sanctions, or
3) whether they would simply recommend corrective action to the
attending and the hospital.

A regular follow up at intervals would be required to assure that if
the corrective action had been designated to the hospital Quality
Assurance Committee, that indeed, action was taken and satisfactory
correction obtained.

Sincerely,

G. Rex Stone, M.D.
Medical Director

tp

0366/2-6T

XC: Trudi Galblum
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PATIENT CARE REVIEW4
_ _ _ _ _ _ _ -_ _ _ _ _ FOUNDATIO

1026 C Northeast Drive * JetG'rSon City, Missouri 65101 * (314) 634-4441

July 31, 1985

Mr. Greg Lear, Chief
Medical Review Branch
DHHS/HCFA/HSQB
601 East 12th Street
Kansas City, MO 64106

*500-84-0526-89
MO 007

Re: Quality Problems Identified by the Missouri Patient Care
Review Foundation

Dear Mr. Lear:

This is in reference to a telephone call from Brenda
Burton asking for some of the quality problems identified by
the PRO during its review process. I will list these problems
in order of priorities:

(1) Inappropriate utilization of antibiotics -- This is
the number one problem that we have identified where
either inappropriate antibiotics were prescribed or
antibiotics were prescribed without getting culture
and sensitivity; or in cases where no antibiotics
were necessary, antibiotics were given to the
patients. There were several instances where a
combination of antibiotics was used, without any
regard to their toxicity to the liver or the ki'ney.
In each one of these cases of inappropriate utili-
zation of antibiotics, the physicians were notified
and were asked to look into the area of our concern
and to get back to us. Physicians who repeatedly
continue to inappropriately prescribe antibiotics,
we had asked for personal meetings with us. So far,
the majority of physicians, although reluctantly,
have complied with and considerable improvement has
been made in the utilization of antibiotics,
including development of criteria and standards for
the use of antibiotics in the hospital.

- -. .__. _"__n a -'420.
D-2 _gZ an~~~~~~~~~~~~~t SC.,,.
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(2) Inappropriate utilization of anticoagulants -- This
is another area where we have fouhd cases where
anticoagulants were prescribed either without a
definite indication for such drugs or without doing
adequate pre- and post-testing of the blood and
bleeding tests. Patients were kept on
anti-coagulants for long periods of time; and in one
instance, a patient was operated on while still on
anticoagulants, without doing any bleeding and
clotting time leading to sCevere bl?.eding and
multiple transfusions to save the life of that
individual. In each one of these instances, again,
a letter was sent to the physicians pointing out our
concerns and asking for his response.

(3) Poor quality of care due to misinterpretation -- In
several cases, particularly cardiology cases, the
electrocardiograms were not read by a rardiologist.
several mistakes were made in the interpretation of
the electrocardiograms, and inappropriate
medications were at times prescribed for cardiac
conditions. In several instances, no medications
were given when they should have been provided for
based on the electro-cardiogram findings. In each
of these instances, discrepancies were brought to
the attention of the physician through a letter, and
they were asked to respond to our concerns.

(4) Inappropriate use of medications -- There were
several cases where inappropriate medications were
used for the treatment of patients. These
medications were either not indicated at all for the
specific condition, or the medications that were
prescribed were not approved, at least in one case,
by the Food and Drug Administration for use. Again,
in each one of those instances, the physicians were
contacted, informing them of the problem and asking
for their response.

(5) Lack of treatment -- In several instances, no
treatment was provided to the patient. In one case,
a secondary diagnosis of pneumococcal pneumonia was
made. However, no culture, no sensitivity, and no
treatment was provided.

59-303 0 - 86 - 12
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(6) Inappropriate management of psychiatric conditions
-- No injury protection measures were ordered after
positive psychiatric consultation and prior injury
record recorded in nurses notes. As a result,
patient received severe injuries while in the
hospital.

(7) Treatment provided when patient did not need any
treatment -- Gentamycin and Ampicillin prescribed
with a temperature of 98.6 and white count of 6,800
and a negative chest x-ray.

(8) Too many procedures at the same time -- Cataract
surgery was done on a patient on both eyes in the
same setting, which is not an established practice
recommended by the Ophthalmology Board.

(9) Poor quality of anesthesia -- Loss of vitrous fluid
from the eye during cataract procedure because
patient woke up during anesthesia.

(10) Poor quality of procedure -- Placement of
nasalgastric tube into the lungs, and feeding was
provided, resulting in pneumonia.

(11) Unnecessary surgery -- Inappropriate surgical
procedures performed, particularly TUR and
hysterectomy, when one was not indicated.

(12) Premature discharge -- There have been several
readmissions due to poor quality care provided
during the first admission. These cases range from
unresolved pneumonia which was sent home to a poorly
nealed wound where the patient was senz home and was
brought back again within a short period of time
with complications of illness. In one instance, for
example, the patient was still having a bloody
discharge from the wound. The patient was sent home
and had to be brought in the next day, and surgical
repair had to be done.

(13) Poor post-operative care -- Surgeon left after the
surgery with no post-operative care. Patient
developed shock and had to be transferred to another
hospital.
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In most of the quality cases, we sent letters to the

physicians; and in some instances, these letters were followed

up by personal meetings to resolve the issue. In several

instances, meetings were conducted with the medical staff of

the hospital to resolve the problem.

Sincerely,

CWX}1"
pohammadN Akht ,MD. P.H.
Executive Vice President and
Medical Director

MNA/dh
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NEBRASKA FOUNDATION FOR MEDiCAL CAR

Suite 801 CTU Building
1221 N Street L./'.e

\ ' 7Lincoln, Nebraskas 68508 q j

Telephone: (402) 474-7471- _

July 31, 1985

Mr. Ben Gruber, Project Officer

medical Review Branch, Division of Health Standards

and Quality

Dr-D Department of Health & Human Servioes
K_ .. ttHealth Care Financing Administration, Region VII

Federal Office Building
o0. #..M 601 East 12th Street

ttansas City, MO 64106

6er
AO. D c P, MD. F 500-S4-0529, f44

Dear Ben,

All xedicare medical reoords reviewed byFIC 89ill be screened for

quality after pstient dschairge. Case3 not onormine sri±ia

Hll be referrrid td an NrtC physician reviewer. The physician

reviewer will review the cane and determine if the variation is

justified. If the physician reviewer cannot justify the variation,

the case will be referred to tFWs Quality Assurance Committee,

a letter will be sent to the attending physician notifying him

or her of a potential problem and ask for a response within 30 days.

The chief of the medical staff and hospital administrator will

receive copies of this correspondence. If the Quality Assurance

Comittee can justify the variation after reviewing the response,

a notification letter of the justification will be sent to the

attending physician, chief of medical staff, and hospital admin-

istrator. No further action will be taken. If the Quality Assurance

Committee cannot justify the variation, intervention strategies

will be implemented. In cases where no response is received

from the physician, the hospital will be asked to initiate inter-

vention strategy.

The following cases have been referred to NFNC's Quality Assurance

Committee and are pending response from the physician,

Case 01. Physician removed the hip screw and obtained culture and

sensitivity and packed open wound first day after admission. Two

days later the patient wan taken to surgery for a head and neck

total hip prosthesis. During hospitalization the patient received
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25 units of blood and had a secondary diagnosis of acute post
hemorrhage anemia. Patient expired on 48th day of hospital
admission. This case was referred to the QA Committee for
review of the necessity of the hip prosthesis surgery.

Case #2: Total knee replacement performed. No documented rationale

in the record or no preoperative evaluation by orthopedic surgeon.

This patient had multiple admissions and all records indicate

existence of atrial fibrillation, however this diagnosis was never

substantiated in any of the records. Also, physician reviewer
determined patient had gangrene. This case was referred to

NFR4C's QA Committee for failure to recognize gangrene of leg

and early attempts at intervention, premature discharge, and

questionable surgical procedure.

Case #3: Patient admitted for z-plasty type closure of sacral
decubitus. A culture done showed Staph Aureus on the preliminary
report. The patient was discharged the next day before the final
culture was done. There was no documentation in the medical record
that the physician was aware of the final report. Four days

after dismissal the patient was re-admitted from the nursing home with
breakdown of the incision site over the sacrum. This was referred
to NFMC's Quality Assurance Committee for failure to treat the Staph
infection and prcrature discharga.

Case #4: Patient admitted with pneumonia. Symptoms were shortness
of breath, wheezing, fever, cough, increase in white blood cells.

The physician reviewer felt this was a probable pneumonic infiltrate.
This case was referred to Quality for poor quality of service, i.e.,
no ABG's, no culture, no gram stain, no bronchodilator treatment,

and no PFT's were obtained during this patient's admission.

Case #5: Patient admitted with acute abdomen and in shock. Upon
admission it was noted by the admission staff that the patient

had 100 cc's of cherry red blood in the stool. There was no documentation

in the medical record that the patient was seen until two days later

by the attending physician. During the first two days the physician
followed the patient's course by telephone only. Two days after

admission the patient was scheduled for an exploratory laparatomy.
The preop evaluation stated the patient's progress was extremely
poor. The patient went to the operating room and expired the next
day. This case was referred to NFMC's Quality Assurance Committee
for review of quality of preoperative care.

Case #6: Patient was still receiving insulin on sliding scale with

three to 4+ glycosuria and trace of ketones on the day of dismissal.
The day after dismissal the patient was readmitted due to diabetic

acidosis with a blood sugar of 900. This case was referred to NFMC's

Quality Assurance Committee for incomplete management of patient care
during the first admission.
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Case #7: The admission diagnosis and principal diagnosis of this
patient was congestive heart failure with additional diagnoses to
include diabetes, complicated, adult. After the review of the record,
the NF74C Physician Reviewer determined that the patient's principal
diagnosis was controlled diabetes mellitus. On the day that the blood
sugar revealed 389 mgms. % the attending physician documented in
the progress notes that diabetes was ok. On the day prior to dis-
missal the patient had 4+ glycosuria. This case was referred to
NFMC's Quality Assurance Committee for lack of clinical management
of diabetes mellitus, uncontrolled at the time of discharge.

Case #8: Patient's admission and principal diagnosis was left heart
failure. The patient had a BUN of 45 and creatine of 2.2, hemoglobin
of 11.8, and hematocrit of 32. The patient was also noted to have
pulmonary edema. This case is being referred to NFMC's Quality
Assurance Committee for lack of treatment/testing as follows: no
telemetry, no 02 on admission, no ABG's, no heparin lot, no IV
diuretic, no follow-up on the BUN or creatinine level, no recheck
of the hemoglobin or hematocrit. The attending physician also
initiated Quinidine anti-arrhythmic medication without any EKG
documentation of arrhythmia in the medical record.

Case !9: Patient was admitted complaining of dyspnea upon exertion
x 5 weeks. The admission diagnosis was dexocardia, probably congenital
with slightly scaphoid sternum. A chest film done the day after ad-
mission showed 80 to 90 per cent pneumothorax. A follow-up chest film
was not done until 5 days after the first one. Seven days after
admission a chest tube was placed. Following insertion of the chest
tube the pneuiothorax initially decreased to 10 per cent, but as time
progressed, the pneumothorax fluctuated between 10 to 20 per cent and
the patient developed subcutaneous emphysema and atelectasis. The
air leak continued even with adjustment in the chest tube set-up.
Ten days after insertion of the chest tube a wedge resection left
lung apex and pleural abrasion was performed. This case is being
referred to NFMC's Quality Assurance Committee for review of 1) timeliness
of insertion of chest tube in apatient with pneumothorax of 80 to 90
per cent and 2) a review of the 10 day time delay prior to wedge
resection.

Case #10: Patient admitted with metastatic CA of the lung. Blood
pressures throughout the stay were 230/80, 200/60, 230/82, 210/90,
and 220/86. There was no mention in the medical record of hypertension
nor was a diagnosis of hypertension established, therefore, no treatment
rendered during this admission. The patient was discharged and re-
admitted the next day due to a fall she incurred while at home. She
was brought in by ambulance and was determined to have a thoracic
compression fracture. This readmission resulted in a 7 day stay.
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Although the QA Committee has not convened to review these cases,

it is my belief that the Committee will implement QA Intervention

Strategies per NF74C Review Plan as follows:

Individual Physician Consultation with

Chief of Medical Staff
NFMC Physician Consultant
NFMC Medical Director
NFMC QA Committee Chairperson or Designee

I trust this information is helpful. If you have any further

questions, please do not hesitate to call.

Sincerely yours,

'N cy Ba'Luer, RRA J/x~

Manager of Review Programs

NLB:cb

cc: Kenneth E. Neff, Executive Director

John D. Coe, M.D., Medical Director
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DEPART[4NT Of HEALTH & HUMAN SERVICES

KW. Off* W"Man F. 20e a-

July 31, 198S

Larry Pitman
Executive Director
Kansas Foundation for Medical Care
2953 SW Wanamaker Drive
Topeka, Kansas 66614 Refer: HCFA 500-84-0506

Dear Mr. Pitlnan:

-The purpose of this letter Is to docuiment the results of the Regional
Office Monitoring visit on July 24-26. 1985. Below are the status of
activities discussed and the agreenents/reconnendations made. Summary r,
attached, is the updated status of activities which deal directly with
identified items on the PROMPTS document. Please note the deadlines
specified within the review activity discussed below.

Confidentiality:

We reviewed onsite KFMC's Confidentiality Policy. as well as
copies of requests for data involving significant time and/or
sensitive information. Gary agreed to establish a single file
pertaining to all disclosure activity. We were pleased to learn
that actions were being taken to enhance the security of data
and medical records in KFMtCs new building. However, we strongly
recommend that medical records be further protected by locks or
bars on windows leading to that area.

Sanctions:

We have reviewed Gary's sanction policy memorandum dated June 18,
1985. in comparison with the April 17. 1985 final rules. There
appear to be some disparities; for example, the regulations re-
quire that the practitioner or other person be given 20 uays to
submit additional Information or discuss the problem, whereas
Gary's memo specifies 30 days. Please make this and any other
changes in the policy necessary to bring it into conformance
with the regulations. Any future revisions to your review plan
should also Include an update to your sanction policy. I would
like to receive copies of corrected and revised material. I
would also like to be kept informed about the two sanctions cur- > f
rently under development.

0 "', , - C', - , Jid.I
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Fraud and Abuse:

You indicated that no cases of potential fraud and abuse have
been identified to date.

Quality Review:

Discussions with Diana Mallott and Dr. Stone, as well as review
of several QA cases referred to the Quality Assurance Conmittee
(QAC). affirmed that KFMC is following its process for assuring
quality as defined in the review plan. We noted, however, that
there appeared to be little evidence of strong and aggressive
action in cases we reviewed or described by Dr. Stone and Diana.
This was attributed to (1) lack of patterns of substandard care
and (2) education and communication efforts to avert recurrences
or problems. While we support the latter, we felt that more
could be done to identify patterns of substandard quality.

Dr. Stone described his current effort to coordinate development
of a revised quality assurance plan including stratification of
the severity of the quality problem according to a generic list
of adverse patient occurrences. In addition, the results of
this stratification and the outcome of QAC review, would be auto-
mated. This would provide KFTC with a management tool for identi-
fying "substantial violations" (he., pattern.). We encourage
KFMC to proceed in this direction.

You will provide us with copies of any documents developed in this . ,
area. We would also like a copy of the Physician Reviewer Manual
which Diana showed us in draft.

Specialty Hospital Review:

We reviewed examples of files from all types of PPS exempt units
and long term psychiatric hospitals, with the exception of swingn _
bed hospitals. Speciality hospital review is occurring in accord ce
with your review plan (see Data section of this letter regarding _
swing bed review).

Data:

PROMIT Ill Implementation - John Edmonds is to forward a letter
describing activities around the change from PROMIS I to PROMIS Ill.
This will include installation of selection criteria, updating master I,
files, generating revised reports and the basic difference between
the two programs. I would like this report no later than August 31.
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HCFA-516 Revisions - I was given the data to support the first
revisions to the HCFA-516s. These reports were generated under j S/f
PROMIS 1. I expect the actual revised HCFA-516s no later than
August 2.

PROMIS III 516s will be forwarded for all contract months no
later than &oWst.Al. KFMC has decided to define 'reviews crt 13
completed' as those returned and entered into the data system.
These latter 516s will reflect the use of this definition.

HCFA-Slls - While onsite. I talked with John about errors in the , l
HCFA-511s. He corrected the HCFA-511s for the quarter ending
March 1985 for Kansas and Nebraska and gave to me for forwarding
to Baltimore. All previous HCFA-511s for Kansas and Nebraska
need revision and forwarding to Baltiaure.

Adjustment Tapes - John indicated that he would have an adjustment
tape ready for for-warding to the FIs by August 1. We discussed the
FIs ability to process and I instructed them to forward these when
he got them completed. John was concerned about identification of
adjustments as a result of PRO review back from the FI. According
to Central Office, a new instructions about this was forwarded to
the FIs and I promised to forward a copy of K01C.

Patient Status Code 30 and 40 - As instructed by Central Office,
KFMC is to hold these cases until a final bill is forwarded by '

the Fl.

Prepayment Screens by Fl - John has had little discussion with the
FIs about this activity. I told him I would forward a copy of the
package to him so he would know what the FI would need and he will
be prepared when necessary.

Identification of Cases from Other than PROBILL - The KFHC data system
-still cannot handle such cases. MIS personnel were to be in Topeka s" J
July 29 to initiate this activity. I want a status report of these
meetings with a completion date for this activity.

Backlog of Reviews - KFiC has cleared the cases in backlog. This was
a major effort and I am pleased t ith the results. With the continuation 1 .
of the aging reports, you should be able to avoid problems in this *-1
area in the future.
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PRO/Fl MVUs - KFMC has decided to not revised the MOU at this *
time becuase they felt that the cooperation between the PRO and aL
the FIs is allowing progress in activity areas. John Ednonds
agreed to send me a letter about this decision. I would like
this letter no later than August 15.

Physician ID on Svwing Bed Cases - There are many cases with in-
correct physician IDs. This was due to the fact that the Fl was
not processing swing bed cases until recently. John felt KFMC
could handle getting the IDs corrected. I advised him that if
he chose, I would support his sending these cases to F1 for
development.

New Error Lists as Result of PROMIS III Implementation - I asked
John to send copies so I could see the type of errors being received

DRGs for Exempt Hospitals/Units - While reviewing the hospital pro-
files, I found that exempt hospitals and units have a DRG assignment
made. I recieved a listing of these cases from John and will forward
for review by other Regional Office staff.

Pending Error Corrections - Discussions are continuing on the corrections
of the PRO edits. I am going to notify Abbott Gelerter of Central
Office to become directly involved in the technical details of the
edits. I will * nt to be kept informed of KFNC concerns as they relate
to HSQB policies.

Objectives:

KFHC has prepared revisions to each of their Admission Objectives and
4 of their Quality Objectives. We discussed these revisions in some
detail. You indicated that you would be forwarding a formal request i
for modification shortly. Some decisions regarding baseline data and
interventiqn strategies was to be made prior to this formal request.
Upon recefig the request. I will review and discuss any concerns with : SI3],-
you. I will made my recomiendation promptly once agreement has been
reached. The Contracts Office should be included in all correspondence
in this regard.

Items from Prior Monitoring Visits:

Wesley Case - one case remaining from last monitoring results. The
updated results were given me during this visit.

Reconsideration Backlog - there remains a backlog of cases, yet efforts c.r
are being made to correct this as soon as possible. Please notify me
of the completion of this backlog.
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KFMC response to medical review perforred by Aleta in April c AP jsr
the response to the individual cases is in typing and will be A5,
forwarded to the Regional Office.

Ness City cases review - this review is still being completed
by a nurse. When the results have been received, we will forward CA,-

them to you.

I want to thank you and your staff for the cooperation you showed Trudi and I
during this visit. The KFMC response to problems identified in the past
monitoring visits is appreciated and progress is being made on all unresolved
1issues .

Sincerely yours,

Brenda Burton. Project Officer
Medical Review Branch
Division of Health Standards &
Quality

Enclosure - Sumnary I
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KFMC

Monitoring Visit - July 24-26 -

Summary I

PROMPTS Update

Below are the changes.made as a result of our monitoring for those items
on the PROMPTS which were 'no" or 'partially met'.

Data 6a 'Yes"

Error corrections are forwarded to the Fl by hard copy and F! is making
corrections and returning to PRO. The number of errors are minimal. However.
there is a problem with physician IDs. The Kansas Board of Healing Arts
only updates their list every six months. Beacuse of this, the PRO ex-
periences many errors in this field. The PRO is getting the necessary
information and correcting the records themselves.

Data 7d 'Yes"

The HCFA reporting requirements are met through the PRO data system. Much
effort has been expended to correct the deficiencies of the HCFA-516 reportino
format and data staff are making necessary changes to reporting on the HCFA-5ils.

iedical Review 2 NYes;

Recent updates to the HCFA reports have brought this item into compliance.
Work continues to finalize the HCFA-Sl6 and revise all previous renorts.
These revisions will more accurately reflect PRO activity.

Specialty Hospitals 3 'Yes"

The PRO is conducting review in accordance with its plan. In the Summary
which describes our findings/recommendations in this area, we describe this
process. The number of specialty reviews is low in volume.

ReconsiderationsE6 b "partially met

There are still some in backlog, but PRO has placed a priority On elimination.
A large portion of backlog is due to hospital tardiness in submitting record.
In reconsiderations, the PRO is required to complete the process within 30
days of receipt. There is no allowance for delay due to a hospital not for-
warding the medical record. These reviews must be completed within 30 days
of request.

Those items from former visit which were "no" or 'partially met' and did not
change:

Data 6b 'No"

The PRO has not received any information from FT as a result of changes based
on PRO review decisions.
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Data Ila 'No'

Same as 6b response

Data 12a(3) 'Partially Met'

PRO has the capability of producing patfient profiles, but has elected
to not produce due to confidentiality problems.

Data 13a. b. c. d. 'Partially Met"

PRO has produced profiles but have not forwarded to hospitals yet.

Medical Review 3 'No'

The PRO data system cannot handle any review decisions as identified
cases when not part of PROBILL.

Medical Review 10 No"

Same response as 3 above for DRG 462s.

Medical Review 13. a. b. KNow

No experience in this area to date.

Denials 4. 'No"

This area was not covered by the July monitoring visit. The response from
April visit was 'not always.' Letters are sent laT day of review month.
This item will be covered in subsequent monitoring.
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VIA TRANSERV SYSTEMS, INC./COURIER

July 31, 1985

Don Tabor
Contract Specialist
Health Care Financing Administration
East High Rise Building, Room G-10-A
6325 Security Blvd.
Baltimore, Maryland 21207

RE: CONTRACT #500-84-0511

Dear Mr. Tabor:

The following is a summary statement of impact to OMPRO by IM-85-1.
IM-85-2 and IM-85-3, as requested by the Region X office.

The documents submitted with Form 60, support Oregon Medical Professional
Review Organization's (OMPRO) request for an additional $132,983.00 for the
Phase II contract year. While not the only contributing factor, the DRG
validation changes are a major cause in requesting an increase in the fixed
price of contract number 500-84-0511. The requested modification increases
the Phase 11 total from $1,771,645.00 to S1.904,628.00. The Phase I and II
(combined) total changes from $3,461,055.00 to $3,594,038.00.

OMPRO certifies that (1) this claim is made in good faith, (2) the support-
ing data are accurate and complete to the best of OMPRO's knowledge and
belief and (3) the amount requested accurately reflects the contract adjust-
ments for which OMPRO believes the government is liable.

Sincerely,

OREGO MEDICAL PROFES IONAL REVIEW ORGANIZATION

Rob rt A. Berry
Pr sident

RAB:jb
Enc.
cc: Larry Camp, Region X

Faye Cilbarg
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, DEPARTMFNT OFU 1EAIT T& HUMAN SERVICES

Memorandum
Dale August 1. 1985

Fnlom Trudi Galblurm [H(;FA Etployeel

Subvec:t KFriC Monitoring Visit--July 24-26, 1985
Quality Assurance

To Files: KS.7

The purpose of this review was to determine whether KFIC was perforiing
quality assurance review as described in the Review Plan and to obtain
some sense of the Foundation's cossnitment to aggressive quality assurance.
Discussions on quality were held with Mike Speight, Diana 1allott, and
Dr. Rex Stone.

In general, quality assurance review appears to conform to the Review
Plan outline. Review comes under two categories: objectives and
generic. Cases which fall into any one of the five quality objective
categories are screened out (100%) for retrospective review. Although
IMi 85-2 permits elimination of admission and DPO validation review for
these cases, KFMC is still doing admission revies: on quality cases.
All cases reviewed primarily for reasons other than quality are
screened against generic quality assurance guidelines.

If the reviewer detects a potential problem, the case is referred to
the physician reviewer. The physician reviewer (PR) decides whether
the case warrants referral to the Quality Assurance Comnmittee (QAC)
and/or the RD (e.g., premature discharges). Nothing has been referred
to the RO to date other than the premature discharge cases.

Cases referred to the PR by the reviewer are noted on sore of the Monthly
PRO Activity Reports' which are contained in the provider files in Topeka.
This does not appear, however, to be a consistent practice among reviewers.
The Wichita Office keeps a manual log of all cases referred to the QAC.

Quality Assurance Commaittee

The QAC meets quarterly, with case referral coordinated by ns. Jeannie
Broker in WicasJit. broker refers cases to the appropriate QAC subcommittee.
Sibconrmittees are organized by medical specialty. The suscomnittee mikes
e recortriendation whether to refer the case to the full QAC. Although
PRs and subcommittees are authorized to take educational action. reco.vmend
sanction. etc. at their own level, in practice, almost all cases get
referred to the tAC. This seems to be due to individual practitioners
reluctance to single out other peers for discipline.
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I requested that several quality assurance case files be provided to me
for review. Four were delivered from WietDh on July 25. These came with
a cover page summary of the nature of the case, process of review, and
final disposition. A copy of the medical record and correspondence related
to the cases were also attached. Three of the cases reviewed resulted in
a 'no-no' letter to the attending, advising of the need for better docu-
mentation or making clinical suggestions. A fourth case, determined to
be a premature discharge, was referred to the RO.

I also reviewed the minutes of the QAC meetings since the PRO was established.
Meetings reflect discussion of admission criteria. procedure changes (e.g.,
attending physician contact procedures--telephone or letter; when to refer
an MI death to the QAC vs. when the PR can certify it), reporting of status
of various corrective action plans, possible future study topics, and
discussion and recommendation about QA cases.

Changes in Review Plan

I met with Dr. Stone to learn more about his problems and concerns regarding
quality assurance. The first issue he raised was that too many cases were
being referred to the full QAC. This workload problem appears to have been
the catalyst for indepth rethinking of the QA process. Dr. Stone and Jeannie
Broker have been working on some review plan changes which they are planning
to propose to Larry Pitman and the Board.

tinder the revised plan, only the mrre serious quality problems would be
referred to the full QAC. For example, problems with documentation would be
handled at a lower level. Problems would be stratified on four levels, with
only levels 2-4 or 3-4 going to the QAC. The stratification would be made
according to a generic list of adverse patient occurances. A review board
of about five physicians would meet monthly or bimonthly to recommend
handling of the cases. Not all cases would result in a letter to the physician
as well as the hospital. There is apparently some ill will from physicians
who have received lettersthat their hospitals also received letters. The
new QA Review Plan would include putting the cases into a computer system
so that patterns and recurrences could be detected. First time letters
concerning less serious quality problems would only be sent to the attending
physician.

The stratification Dr. Stone was working on was as follows:

(1) Potential for causing adverse occurance, but nothing actually
happened.

(2) A minor, short term adverse reaction occurred. Recovery time
and resulting costs were minimal.

(3) Increased morbidity resulting in longer LOS and more resource use.
(4) Mortality

During our exit conference, we told Larry Pitman and Gary Zook that we
supported Dr. Stone's efforts in this direction. We were particularly
supportive of the idea of automating the results of the new review process,
which would enable KFMC to better identify patterns of inappropriate care.
Larry said he also supports this initiative. Exclusive of these major
changes, we told Larry that we thought more analysis and application of
the logs kept in Wichita would permit KFMC to identify more problems.
Larry will keep us informed about the progress of efforts in this area.
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Other QA Topics

(1) Dr. Stone has given somw thought to future objectives. He wrote
specialty societies last December, which led to the criteria changes last
February. That interchange also led to the cardiologists suggesting a
bypass study. Dr. Stone also expressed some interest in expanding the
readmission review to 14 days, evaluation of discharge screens to prevent
premature discharge, and some surgeries.

(2) Diana Mallott described some physician reviewer workshops which have
proved popular and also provide physicians with 6 hours CME. The workshops
basically educate the PRs on the conduct of review. KFMC has videotapes of
the workshops.

(3) Diana also developed a PR Manual. This is in draft and she will send
a copy to the RO upon completion.
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IV. KANSAS FOUNDAIICN FOR MEDICAL CARE
QUALITY ASSESSMENT PROGRAM

OBJECTIVE

- To assess the meical care providec to eligible patients to assure that

such care neecs professionally recognizec standaros of quality.

SCOPE

Quality assessment will be conouctec on all cases subject to pre-admission and

concurrent review.

CRITERIA

Identification of any of the following adverse patient occurrences requires

referral to a KF9C Physician Reviewer:

1. Admission for complication of previous hospitalization
2. Hospital - Incurred incident
3. Unplanned return to surgery
4. Unplannec removal. injury or repair of organ o" structure in!

1) surgery
2) invasive procedure

5. Nosocomial infection
6. Anesthesia complication
7. Inacequate physician documentation

(as required in KFMC guidelines)
6. Neurological deficit not present on admission
9. Death unexpected
lC. Blood transfusion not clinically indicated

1) HGB-1O
2) HCT-30

11. Tissue diagnosis doesRft match preoperative ciagnosis
12. Antibiotic for other than matcher culture/sensitivity
13. Significantly abnormal lab, x-ray or other test results are not treatec or

oocumentec by the physician
14. Reciologic diagnosis does not match diagnosis of attencing physician

15. Other compllications
16. Medication variation

ll incorrect dosage
2) incorrect interval

17. Inappropriate weication prescribed for patient's clinical conoition

18. Clinically substantiateo condition not treatec
IS. Clinically unsubstantiatec concition not treated

- 15 -
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Rieporting Date: 8 / ^-/

NDSCRI INCIDENC3 REPORT TO REGIONIAL OFFICE

Patient Name: ____-_____- HIC NO ............._____ Age:_'7
6

Admit Pate: / 2- / c- Ilosp. t f MPli iNo. 35§- .

Physician -a- M.D. License No.: -----

Reviewer .u.bers: . S . '. A. R _ Ievicwe: LI

Incadence Type:

A. Rearimissiori Subsequent to a Pre-nature Discharjie
!.E. Transfcr Of a Questionable Nature

C. Hospital Initiated Denial Not Reported on Monthly List

D. Innppropriate Hosp. Init. Den. Issued Prior to DRG ALOS

(ANarrative description of the problen: or discrepancy uaing as
accurate direct langzuage as possible. Use physicians orders
and physaiciao advis-or notes for quotjations wIher! possible.)

Thns cgs- r :es a a6 "ear o'd -.ale. natient .,ho was ad-=rred to .he

___hcsrt. I.- :, at which it.re a Dilateral artputuLt!o!o or feet -was

dare e e co c-rene. The ratcient :as transterred to swtng^ bed on

l/25c ' z for r:-ore-aut:e care. TIhe atier.t was rece".'d.g oluids

IV Las and a jact.'son Pratt d:ain was in place. At the t-nc of

tra-sfar th:.e -rt cnt was eynerient!: respi:t -.- dir. ci.t. There

were -honchi an the chest. The patient was having episodes o;r Chevna-

Scorkes rest ; *ons T he patient's urine was concentrated arid output

was decreased. The 2 atienr had mult4Dle subcutanesous herorhages

The patie.nt e ired 112/58 in the swing hed. The case was referred
_~~~~ ~ ~~~ -:_ - - -- :: -_ -_: .: - - - -- - - -- -- - --- - -- - -- -- -- - - -- - - --

to a Phy.-siciea-n Advis a- -s a- transfer of questio.nable- nature.- m-e

Phsvsltcian . r to-.-ent. follow: "It is reit Efro the patient's

descrrzto r n tn-he doctor's -notes- or 1/25/85, the date the patient

DistribuLion - Type A E CD 0 was transferred to the swing bed, that the patient

A ; C D still needed aciire care in the hosoital. Please
Res ional Off icc-h-Bt-D---------------------------- -

Res ;onalI Off-i ce A B CD
Hosoit tA 3 C D efer to the Regional Dffice."

A:tendinq Physician A a C D
CiscoI !,ite-nedi3sy D
Pa ient D
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Reporting Date: 8 _/_1 / 85

NDOCRI INCIDENCZ REPORT TO REGIONAL OFFICE

Patient Name: - RIC NO.: Age:___

1 lj S5
Admit Datc: '/ - / 5 Hlosp. Name . . MPH No.35-

Physician Nase: ___.. -------- M.D. License No.: _________

Reviewer Numbers: R.S. _ P.A. _ S Reviewed: 7 / 19 85

Incidence Type:

XA. Readmission Subsequent to a Pre-nature Discharge
B. Transfer Of a Questionable Nature
C. Hospital Initiated Denial Not Reported on Monthly List

D. Inappropriate Fosp. lnit. Dec. Issued Prior to DRG ALOS

(Nairrative description of the problem or discrepancy using as

accurate direct Jangouge as possible. Use physicians orders
and pbysicinan advisor notes for quotations where possible.)

hks ar.: e t~' c-} eic:ed on 1/15/8. for subtotal gastrectony. Tne

errose crar :-'. ±arge a-ounts o: ofile colored drainage, I;e penrosc

Vas re='-z or l2'.'S. The n.ses' notes record x 4's scaked woth

b_ r-cored :zid and .faLot fro.n penrose site right up to discharge.

The Phvsicia- ,dv'sor (PA) felt the discharge was prenature as it

resulte '-.re3-iss:.n on 2/7/85 with an abscess; of the abdonina-

vzll. The PA raised the following concerns in explaining the bile

colored drainaze: "inadequate closure of the duodenal stump, a

jeakln- eastroiejunal anastaMosis or possible nick of conon duct

extensive! duodena. dissection as descrrhed in operative report". The

PA ques-ioned the practice of doanb itinerant surgery on a case complicated
,-

bvy assive adhisions fron previous surgery and also the fact that there

__Is nog docu-entarv of th~e onreratine -urgeon having seen the paticnt

Dist-ibution - Type A D C D 2Eost-opetrative on 1/15185. The PA felt this patient

A ' C 0 should have been operated on in a hospitai where

Regional Office A 2 CD toe surgeon cU da post-op care. n gcrrseive

Hosoctal A 3 C D drainage. a second operation nay have been necessary

Attend;ng Physician A a C D to find the site.

Fiscal intermediary D
P,~, icen - D
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zucort ing Dat e Oi: 0S0i 85

NDECRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name: _____- RIC NO. : -_______ Age: o'

Admit Date:_3_/_13/_2 llosp. onme _ MPr No.35-_

Physician Nao>e: ................. M.D. License No.: __

Reviewer Numbers: R.S. w P.A. ____ Reviewed: / 8

Incidence Type:

XA. Readmission Subsequent to a Pre-mature Discharge
B. Transfer Of a Questionable Nature

--- C. Hospital initi:ited Denial Not Reported on Monthly List
__-D. Inappropriate Rosp. Init. Den. Issued Prior to DRG ALOS

(Na'rrative description of thc probICM or discrepancy using aS
accurate direct langusga as possible. Use physicians orders
and physician aidvisor notes for quotations where possible.)

This case -.v.- 5es an a' year old Fe-ale who was adritted to the

hnss ra' or 3/13'.; for treatm-at of .er.cu.onca. The patient was

dis-<aged 3/
2
3/Sj with a re-zeratul-e of lOO.X. The chest x-rav__--_-r: --_________________-__________________________-_____

done on 31/2l/S' sChawed a- increase jn the pecu-.o aia w'th progression

of 4nfiltrate in the riahct ncd and lef: lower lung and a new

rof tit-ate develoed :n rrhe rignt lower lung. The patient was

read-.r red on I./0SI 'witlh a temperature of 101.2. The case was

refer'ed to a Phvsicta2.Advisor as a questionable prematire discharge.

The Physician Advisor's cosrents follow: "It is felt that the first

adoission resulted in pre-ature dsscharge as the patient was still

febrile and had further arocresscoo in. the chest x-ray fIndings two

days 2Uior ro d.scharce. Please refer to the Regional Office.' -

Distribution - Type A B C D

NDHCRi A 8 C D
Regional Office A 8 C D

Hosoital A 8 C D
Attendirg Physician A B C 0D

Fiscai Intermrediary D
Patient D
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Itunortirzg fatu:R/I/

NDECRI INCIDENC2 REPORT TO REGIONAL OFFICE

Patient Name: _____ HIC NO.: -......... Age:_

Admit Date: 2 / 17 / 85 Hoop. Nane MM? No.35-____

Physician Neae: __ ____ _ License No.:

Reviewer Nuobers: .S. -0 P.A._ ___ Reviewed: / /85

Incidence Type

N-A. Readoission Subsequent to a Pro-ruture Discharge
XB. Transfer Of a Questionable Nature
C. Hospital Initiated Denial Not Reported on Monthly List
D. Inappropriate hosp. Init. Den. Issued Prior to DRG ALOS

(A'arrative description of thle problen or discrepancy using as
accurate d:-cct languace as possible. Use physicians ordcrs
and physicics advisor notes for quotations aiicre possible.)

This case irolxes an S9 vear old femala who war- ad. -sted to r:-e hospital

on /22--5 because of svncope and Staph Pneumonia. The natient was

trarsferred to a swing bed on 3/4185. The patcont was readitted

to r~e hosoital on 3/10/85 with pneumonia The patient again was

discharged to a skilled nursing home on 3!17/85. At the t:-e ot

dischavze t-e H!1¾ was 9.7 and the chest x-ra' showed only parttal
_____ ------- __________________________--____________________

resolution. On the day of discharge the patient was running a low

_rqg terserature. Ihe patient was readmitted on 3/17/h5 (the sane day

the patient was discharged) for treatr.ent of pneumionia and discharged

3/25/85. The case was referred to a Physician Advisor for questionable

__jrmture discharge and transfer of questionable nature. The Phvsician

Advs^or's co-ents follow: "The patient was dischargod and readn:'cted
____ _____ ________- - - - - - - - - - - -- - - -- - -- - - - - - - - - -- - - -- - - - - -- -

with fever on the sane day. The patient should have remained in acute

Distribution - Type A B C D care on 3/17185. Please refer to the Regional

UINDCRI A D C 0 of.ice
Regional Office A 8 c 0
Hospital A S C 3
Attending Physician A a c D
Fiscal Interrediary D
Patient D
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*_rI ;iE. r. . 0r -E -. c r s

The Honorable George Bush
President of the Senate
Washington, D.C. 20510

Dear Mr. President:

I am respe tull i g te eort ecbiired hv Section 1161 of the Social

Sej ; Act AS ec.res Ire uSec-rc . u .in ar..et O. sr., S0 ....=.

Ser-oces to submot to Congress a fuil en, c.impiete renort on the admmustrit
impact, ed cost o. tio r tL::i u;on and Qunfiii uoinrot ver ovoes °-nic-Insto
(PiR0program olursng troe preceding fIscal sea-.

FY 19S4 was oreo i-!n ^ ettn, !O , th-°o r
Thinty-six PRO rentrects had beon signeC by the end of ,Y ,904. The rean!ing 1.

PRO contraects were signed bv Novemnber i15, 19S4. Thisaredfrtflbe5.LE3RQ
reviewso :nYb end in} Wa~veze :rani eiie Ft §t a t es thetaS.Ur RQ

implemntatot 12) ~e auoer ae typeof hosplta~ -- ll, u:er PRO review: (41 the
nutneer of PRO reviews co~dikfeWTTI the method of r R0 r-veim fLU r-h e
eoritrac rts)jPRO Sanct~oct nt!.Zlh E cost of PR cuiew;f l~esiluation end

restew crtt~ OAR S tMaihEotb) ROsreg iatbofl

The estirtAd ecst to nuonere this report ;is S00.

I an 
5

ondvp o sirtac *.er to the Soeaker of the House of Representatives.

S~cerely.

SecreE.sry

Enclosures
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T~ eAtAOr -E.Lr T. ..0 -- % St*.-CES

F ..... T... a I ,: I5

The Honorable Thomas P. O'NeU, Jr.
Speaker of the House of Representatives
Washington. D.C. 2051S

Dear Mr. Speaker.

SecuntY Act which requires the SecretCry of the Department n Padtumrn

Servicts to submit to Coneres. a iuii ane cornlete reporL on the administration,

tmat. end.cost.f the Utihitation and Quality Cont.ol Peer Rview Orgarnization
(PR) program durinz the preceding fisca~l year.

Fr w.P4 or~.' of stvrt-Uo and i'vp-ementatioo o' - eORO progra.. Thir-v

-six PRO oetnraci.s had been signed by the g f fY 1?4. The rnmeuning IS PRO

contracts oere signed tq November 15, 1984. This reporUescribrei l.\ rOn h

in PPS and in waivered and exempt statesT2Ft e status of PRO i.nmplemetation;

(3) the number and tvoe oh nosptuEU uniter PRO reviewiiAhtinY::bZZ-IP.RO

_i~aqn~n octivity; M ) tne cost of PRO review; la81 evaluation and review cr tria;_

and (9l the status o tPR eitins.r

The.stimated cost to _repare this report is $800.

I am sending a simiiar letter to the President of the Senate.

Sincerely,

Margrh 1:. Heckler
Secrem (ay

Enclosures
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Healci, Ca.e

DEPARTMENTOF HEALTH & HUIAN SERVICES

Memorandum

D Ji 2 1 WE
Carolyne K. Davis, Ph.D. ,- r ,

F-ia Administrator
Health Care Financing Administration 0

S.tjetc Report to Congress: FY 1984 UtiiOzation and Quality Control Peer Review
Organization (PRO) Program Imptpmentation Report (Sectton 111 of the Social
Security Act)-ACTION

To
The Secretary
Through: us

ES '

The TaX Equity and Fiscal Responsssiity Act of 19S2 amended Sectton 1161 of the
Social Securi!y Act to require 1

0
e Secre'ryv of Heitbh -nC H'*rtan Ser,;.es .- r. e t

to Congress a full and complete -rport on the adonistration, impuct, and cost of thc
PRO program during the preced:ng fiscal year.

F Y 1984 was one of start-up and implementation for the PRO program. Thirty-six
PRO contracts had been signed by the end of FY 1984. The remaining t8 PRO
contracts were signed by November 15, 1934. This report describes.(t) PRO rinlew in
PPS and in waivered and exempt Stalest (2) the statjs of PRO implementation; (3) the
number and type of hospitals under PRO review; (4) the nu:ber of PRO revie-s
conducted; (S) the methods of reiahursement for PRO contracts; (6) PRO Sanct:ion
acti:ity; (7) the coss of PRO review; (9) evaluation and review criteria; and (9) the
statass of the PRO regulations.

We have prepared the attached letters for your signsture w.;ch mdl transmit the
report to the appropriaue congressional designees.

the est:.atec cost to preare this report .s 6900.

2 Attachments

Tab A: Letter to Honorable Ceorge Bush
Tab B: Letter to Honorable Thomas P. O'Ne;U, Jr.
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DEPARTrsENTOF HEALTH I HUMAN SEI VICES 0ISal *Ioe

MEMORMNDUM FOR THE SECRETARY AL 2 4 *. w.SavsaOC 2020:

THROUGH: US
ES
DES

FROM: Neil.R. Powe, M.D.0e%'
Policy Specialist/Health

SUBJECT: Report to Congress Concerning the Implementation of the
peer Review Organization (PRO) Program During FY 1984

Background

The Tax Equity and Fiscal Responsibility Act of 1982 amended the
Social Security Act to require the Secretary to submit to
Congress a full and complete report on the administration,
impact, and cost of the PRO program durino the preceding fiscal
year.

As you know, PRO's are responsible for assuring that Medicare
patients receive medically necessary and reasonable care in the
appropriate setting and of a professionally accepted standard of
quality. This is done by review of care provided in hospitals
paid by Medicare.

Summary and Highlights of the Report

* PRO review in states under PPS and in waivered and exempt
states

The type of review activities and the objectives that PROs
must meet vary accrrding to whether the PRO is in a state
that is in Medicare's prospective payment system (PPS) or in
a state not under the prospective payment system. Required
PRO review activities in states under PPS during FY 1984
were 1) review of the necessity of admissions for procedures
that can be performed safely and effectively on an
outpatient basis, 2) review of readmissions for detection of
premature discharge or poor quality care, 3) review of
cardiac pacemaker reimplantation, 4) review of transfers,
5) admission pattern monitoring, 6) review of admissions and
days of care in specialty hospitals, 7) review of every
20th admission, 8) rceiew and monitoring of hospital denials
and notices of non-c'rerane, 9) retie; of diagnostic and
procedural infornst:z^ and every outltcr case. In addition,
PRO's must also act.:ve certain admission, procedure and
patient care qual::y -.oz tives.

PRO review actrr::: ; fir hospitals in waivered states (N'J,
MA, MD, NY) a I :: ,reas D1U2S. Virgin Islands, Guam.i
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, =-.. . 1.

American Samoa, Trust Territories and Puerto Rico) are

different because the various reimbursement systems create

different incentives. Review activities are created to

achieve the objectives necessary for high quality health

care and payment of necessary and appropriate services in

the specific systems.

a The status of PRO implementation

FY 1984 was the start up and implementation year for the

PRO program. Thirty-six PRO contracts had been signed by
the end of FY 1984. The remaining 18 contracts were signed
by November 15, 1984.

4 The number and type of hospitals under PRO review

A total of 6663 hospitals are under review. These include

6089 general acute care facilities, 540 psychiatric
facilities, 28 rehabilitation facilities and 6 alcohol
detoxification facilities.

* Slumber of PRO reviews conducaed

In FY 1984 PRO review was completed for 248,416 Medicare

discharges in 36 states. This number is small because only

9 PRO's were in operation by July 1, 1984. Thirty percent of

all Medicare discharges are expected to be reviewed by PRO's
each year.

I Methods of reimbursement for PRO contracts

Fifty-three of the fifty-four PRO's are reimbursed 0on a

fixed price basis. One PRO is paid on a cost reimbursement
basis because it is the Medicare fiscal intermediary for

Idaho and this method of reimbursement provides consistency
for its two responsibilities.

6 PRO sanction activity

No sanctions were imposed in FY 1954 on practitioners or

providers because the earliest PRO review did, not begin
until the last quarter of FY 1984. Sanction activities

have begun and submission of reports to the Office of the

Inspector General, I!HS is expected soon.

* Cost of PRO review and evaluation of PRO contracts

The total cost of PRO contracts was S301,5594,306- The
evaluation crizer,_ f:o oc: cs' 1S arA Ž2ardi:l. o: PRO
contracts placed - most wneigh: Ofn -te obnectives an_

required review acz:x res. Cri-e-:%r s-1s2-on of cases

for PRO review _^:-- Develooed usifn nationaily recognized

criteria sets adaeet to Teet the nreeds of ng, PRO review
requirements a.... - lrsa-stices i- the local area.
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Page 3 - The Secretary

0 Status of regulations

Five regulations have been published for implementation of
the PRO program. They involve 1) designation of PRO areas
and definitions of eligible organizations, 2) conduct of
review and Medicaid relationships with PRO's, 3) reconsid-
eration and appeals of PRO determinations, 4) confidential-
ity of information obtained and developed by a PRO and 5)
the sanction process. The first was published on February
27, 1984. The others were published on April 17, 1985.

Cost of the Report

The estimated cost to prepare this report is $800.

Recommendation

We recommend that you transmit this Report to Congress.

Decisive

Approved Disapproved ___ _ Date

Other
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REPORT TO CONGRESS

Implementation of the Utilization and Quality Control Peer
Review Organization (PRO) Program in Fiscal Year 1984

A. Introduction

PROs are responsible for assuring that the care provided to all Medicare
patients Is medically necessary and reasonable, is provided in the appropriate
setting, and meets professionally accep ted standards of quality. PROs review
care provided in hospitals paid by Medicare either under the prospective
payment system (PPS) or other reimbursement arrangement. The type of
required review activities and the objectives that PROs must meet vary
according to whether the PRO is in a PPS or non-PPS State.

FPS Review

The PPS endeavors to change hospital behavior through financial incentives
under Medicare. The PROs act as a safeguard to assure that as certain
behavioral changes occur in response to PPS incentives, the quality of health
care provided to Medicare beneficiaries remains high and that Medicare pays
only for necessary and appropriate services.

The following were the PRO required review activities during fiscal year 1984:

(1) Preadmission review of every elective case for specified
procedures or diagnoses selected by the PRO. This review allows
PROs to ensure the necessity of admissions for procedures that
can, in many cases be done safely and effectively on an outpatient
basis.

(2) Review of admissions occurring within 7 days of a discharge. This
allows PROs to identify any situations in which readmissions may
be caused by premature discharge or poor quality care during the
initial admission.

(3) Review of every permanent cardiac pacemaker implant and
reimplant.

(4) Review of transfers from a PPS hospital to either another hospital,
or to a PPS-exempt psychiatric, rehabilitation, or alcohol
detoxification unit, or to a swing bed, to makze sure that the
transfer was medicaUy justified.

(S) Monitoring of hospitals to determine whether admissions have risen
over time in an aberrant fashion and to determine the cause
(Admission Pattern Monitoring).
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(6) Review of admissions and days of care in specialty hospitals and
distinct part psychiatric, alcohol detoxification and rehabilitation
units.

(7) Admission review of every 20th admission not otherwise reviewed,
as an overall check on the quality and necessity of admissions.

(8) Review and monitoring of hospital denials and notices of
noncoverage issued under Prospective Payment System regulations
(42 CFR 412.42), to make sure the denials and;-notices are correct
and adequately inform all parties of their rights.

(9) Review and validation of diagnostic and procedural information
supplied by hospitals and review of every case involving a day or
cost outlier.

PROs must also achieve admission and procedure objectives in the following
categories:

(1) Reduce admissions for procedures that could be perfoarmed
effectively and with adequate assurance of patient safety in an
ambulatory surgical setting or on an outpatient basis.

(2) Reduce the number of inappropriate or unnecessary admissions or
invasive procedures for specific DRGs.

(3) Reduce the number of inappropriate or urnnecessary admissions or
invasive procedu±res by specific practi ioners or In specific
hospitals.

In addition, PROs must achieve significant improvement in patient care
quality by achieving quality objectives in the following categories:

(1) Reduce unnecessary hospital readmissions resulting from
substandard care provided during the prior admission.

(2) Assure the provision of medical services which, when not
performed, have significant potential for causing serious patient
complications.

(3) Reduce the risk of mortality associated with selected procedures
and/or conditions requiring hospitalization.

(4) Reduce unnecesszAy surgery or other invasive procedures.

(5) Reduce avoideObi postoperative or other complications.

>,
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PRO Review in States With Waivers or ExemDtions froim PPS Review

At the end of FY 1984, four States were conducting Medicare hospital
reimbursement under waivers of PPS. These States were New Jersey,
Maryland, Massachusetts and New York. In addition, the following areas were
exempt from PPS. The exempt areas were Puerto Rico, the U.S. Virgin Islands,
and Guam, American Samoa, and the Trust Territories of the Pacific. The
following is a description of the reimbursement systems in place in each of
these PRO areas, the financial incentives for hospitals, and the type of review
system established to address the particular concerns of each of these
reimbursement systems.

New Jersey

The reimbursement system in New Jersey provides for prospective case-mix
based reimbursement rates. The PRO review system is identical to that for
PPS hospitals.

Massachusetts

The Massachusetts reimbursement Tysterm caps total hospital revenue within
defined 'corridors" of utilization. The incentive for Massachusetts hospitals
under this system is to stay within the corridor and not go above or below the
limit of the corridor.

Because hospitals in Massachusetts have an incentive to reduce utilization, we
designed the review system to assure that the quality of care is preserved.
The PRO must achieve quality objectives in the areas; of underutilization of
hospital services, inappropriate surgery, unnecessary transfers, reduction in
the risk of mortality associated with selected procedures and/or conditions
requiring hospitalization, and avoidable postoperative and other complicatidns.
The Massachusetts PRO also has one admission objective (to reduce
unnecessary and inappropriate admissions) because unnecessary or
inappropriate care can result in quality problems. The PRO also reviews
admissions above or below the utilization corridor and certain ambulatory
surgery and emergency room visits. They do not review transfers or
readmissions because there is no incentive in the reimbursement system to
increase admissions through transfers or readmissions. DRG validation is not
relevant in Massachusetts because the system makes no use of DRGs; and,
thus, outliers do not exist.

Maryland

Under the Maryland reimbursement system, all hospitals and all payors have
their costs regulated by the Maryland Health Services Cost Review
Commission which sets rates for each category of cost. In addition, some
hospitals are required to and othors choose to partic:Date in the Guaranteed
Inpatient Revenue Prog-am (GIR), which establis5s a target cost per
admission. If GIR hospitats actual

-3-
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costs are below rLs target a mae ens ou me year, tney keep the difference

between the target and actual costs- Most Maryland hospitals (63 percent) and

almost aU large hospitals are under the GIR system.

The PRO review system in GIR hospitals focuses on admissions and coding
validation because these hospitals get paid on a per admission basis rather than

for actual costs incurred. In non-GIR hospitals, review is focused on
admissions, length of stay, and ancillary service use because hospitals are paid
on a cost-per-admission basis.

The Maryland PRO must perform admission pattern monitoring, cardiac

pacemaker review and preadmission review as required in PPS States. In
addition, the PRO must -

- achieve one objective related to reducing the use of unnecessary
anciUary services;

- perform admission review on 15% of Medicare discharges;

- perform leaguh-of-stay review on 2.5% of Medicare discharges,
primarily in non-CiR hospitals;

- perform coding validation on 3% of Medicare discharges in GIR

hospitals; and

- achieve five quality objectives, which are similar to those required in

PPS States.

New York

The State operates under a cost control system known as the New York

Prospective Hospital Reimbursement Methodology. The New York

reimbursement system limits payment to a prospective per diem rate for each

day of hospitalization, regardless of the actual costs incurred.

Because New York hospitals are paid on a per diem basis, review is caused

primarily on the patients length of stay in the hospital, in addition to

admission review. The New York PRO must perform admission pattern

monitoring, preadmission review and pacemaker review as required in PPS

States. Also, the PRO must -

- review 5% of admissions;

- achieve an admission objective to reduce unnecessary and

inappropriate admissions;

- perform coding vaitadtion on 33 of of, dicar discharges;

- perform lengt:h-zf- say review cn 1 51 of .edicsre discharges; and

-4 -
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- acnieve quality objectives to: reduce the risk of mortality associated
with selected procedtures and/or conditions requiring hospitalization;
reduce unnecessary surgery; reduce avoidable postoperative or other
complications; and reduce inappropriate drug therapy or other key
deficiencies In patient management.

U.S. Virgin Islands and Guam, American Samoa, Trust Territories

These areas are exempt from FPS. Medicare reimbursemoent for the Virgin
Islands, Guam and Samoa is under the provisions of the Tiki Equity and Fiscal
Responsibility Act of 1982 (TEFRA). The TEFRA sets limits based on the cost
per discharge of hospitals, grouped according to similar characteristics, and
also sets a target rate for each provider based on its reimbursable cost per
discharge in previous years. The Trust Territories are exempt from TEFRA
and PPS and are reimbursed on a retrospective cost basis. Hospital
reimbursement in these areas is linked very closely to hospital expenditures.

Because there are so few admissions (under 2000 for FY 1983), sampling or
focused review is not possible. Therefore, PROs for these areas review 1001r
of Medicare admissions on a preadmission, concurrent or retrospective basis.
In addition, these PROs perform the following activities:

- admission pattern monitoring;

- review of afl pacemaker implants and reimplantations; and

- achievement of quality objectives in one or more of the following
areas: reduce the risk of mortality associated with selected
procedures and/or conditions requiring hospitalization; reduce
unnecessary surgery or other invasive procedures; reduce avoidable
postoperative or other complications; reduce inappropriate drug
therapy or other key deficiencies in patient management.

Puerto Rico

Hospitals in Puerto Rico are reimbursed on a reasonable cost basis for
inpatient care provided to Medicare beneficiaries, within the constraints of
TEFRA. Because it is a larger area than the other exempt areas, the PRO in

Puerto Rico focuses its efforts on the review of 20 percent (rather than all) of
admissions and lengths of stay. The PRO in Puerto Rico will review all
pacemaker implants and reimplantations. The PRO must also -

- perform admission pat -i monitoring;

- perform preadmission review of at least five procedures;

- achieve an admission cbJective to reduce inappropriate or unnecessay
admissions; and



383

- achieve quality objectives in one or more of the following areas:
reduce the risk of mortality associated with selected procedures
and/or conditions requiring hospitalization; reduce unnecessary
surgery or other invasive procedures; reduce avoidable postoperative
or other complications; reduce inappropriate drug therapy or other
key deficiencies in patient management.

B. Status of Implementatic

Thirty-six PRO contracts had been signed by the end-of FY 1984. The
remaining 18 PRO contracts were signed by November 15, 1984. The following
is a list of all 54 PRO areas, the date each contract was signed, and the
effective date of each contract. Those areas marked with an asterisk () were
awarded contracts after September 30, 1984.

PRO CONTRACTS SIGNED

Area Date Signed Effective Date

Alabama 07/10/84 07/01/84
Alaska 09/15/84 11/01/34
Arizona 07/30/84 08/01/84
Arkansas 06/25/84 07/01/84
California 09/24/84 10/01/84
Colorado 06/27/84 08/01/84

*Connecticut 10/19/84 11/01/84.
Delaware 07/06184 07/01/84
&D.C. 10/18/84 11/01/84
Florida 07/13/84 08/01/84
Georgia 07/25184 08/01/84

'Guam 11/09/84 11/15/84
*Hawaii 11/09/84 11/15/84
*Idaho 11/09/84 11/15/84
*Ilinois 10/19/84 11/01/84
Indiana 08/09/84 08/01/84
Iowa 07/19/84 07/01/84
Kansas 06/29/84 07/01/84
Kentucky 06/22/84 07/01/84
Louisiana 07127/84 08/01/84

*Maine 10/19/84 11/01/84
'Maryland 10/18/84 11/01/84
*Massachusetts 10/17/84 11/01/84
*Michigan 10/12/84 10/01/84

-6-
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Area Date Sivned Effective Date

Mlnnesta 07/27/84 08/01/84
Mississippi 06/28/84 07/01/84
Missouri 07/30/84 08/01/84
Montana 07/17/84 07/01/84
Nebraska 08/27/84 10/01/84
Nevada 07/11/84 - 07/01/84
New Hampshire 07/12/84 07/01/84
New Jersey 10/09/84 10/01/84
New Mexico 08/02/84 08/01/84
New York 08/22/84 09/01/84
North Carolina 07/25/84 08/01/84
North Dakota 07/25/84 08/01/84

"Ohio 10/12/84 10/01/84
*Oklahoma 10/15/84 10/01/84
Oregon 07/23/84 08/01/84
Pennsylvania 10!13/34 10/01/34
Puerto Rico 09'0 718 09/01/84
Rhode Island 07 /20/84 08/01/84
South Carolina 06'21/84 07/01/84

*South Dakota 10/10/84 10/01/84
Tennessee 06/22/84 07/01/84

*Texas 10/03/84 10/01/84
Utah 06/26/84 07/01/84

*Vermont 10/12/84 11/01/84
"Virginia 10/01/84 10/15/84

Virgin Islands 06'16/84 09/01/84
Washington 09/15/84 10/01/84
West Virginia 06'27/84 07/01/84
Wisconsin 07/26/84 07/01/84
Wyoming 07/17/84 07/01/84

C. Health Care Institutions and Practitioners Sub ect to PRO Review

Currently, PRO contracts cover review of aU Medicare inpatient
hospital admissions and services. The following is a listing of health care
facilities In each PRO area as of September 30, 1984. The facilities are

categorized by type of facility (general acute, alcohol detoxification,
rehabilitation, psychiatric).

Holsitass tUnder PRO Review

A1ethol

PRO Area Acute -- ln R :- Psvchiat-iz Totsl

Alaska 131 6 137
Alabama 24
Arizona 15 7 5
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Alcohol
PRO Area Acute Detox:'icetion Rehebilitation Psychiatric Total

Arkansas 100 3 103
California 499 1 37 537
Colorado 82 3 6 91
Connecticut 42 9 51
Delaware 7 1 2 10
D.C. 11 2 13
Florida 226 --23 249
Georgia 169 19 188
Guam 1 1

Hawaii 22 2 24
Idaho 47 4 5 1
Illinois 245 15 260
Indiana 122 15 137
Iowa 130 4 134
Kansas 145 7 1 52
Kentucky 107 10 117
Louisiana 145 10 1 51
Maine 46 .2 48
Maryland 61 11 72

aMassac set ::° 104!59
Michigan 207 9 216
Minnesota 173 24 197
Mississippi 118 I r19
Missouri 162 2 11 175
Montana 64 64
Nebraska 101 4 105
Nevada 26 2 3 31
New Hampshire 28 2 .30
New Jersey 100 11 111
New Mexico 51 1 52
New York 283 33 318
North
Carolina 138 14 152
North Dakota 54 1 55
Ohio 205 i6 221
Oklahoma 133 8 141
Oregon * 5 5 80
Pennsylvania 231 14 29 274
Puerto Rico 55 1 56
Rhode Island 16 3 19

-8-
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Alcohol
PRO Area Acute Detoxification Rehabilitation Psychiatric Total

Sou th Carolina 73 7 80
South Dakota 63 1 64
Tennessee 148 11 159
Texas 496 22 518
Utah 41 1 42
Vermont 16 2 18
Virginia 107 2 16 135
Virgin Islands 2 2

Washington 106 1 5 112
West Virginia 66 1 2 69

Wisconsin 142 17 159
Wyoming 28 1 29

Total 6089 6 28 540 6663

D. Nurnber of Beneficiar:es Subject lo PRO Review in FY 1984

In the last quarter of FY 1984, PRO review was c-ompleted for 248,416
Medicare discharges in 36 States. Since only nine PROs were in operation by

July 1, 1984, these figures are not representative of the volume of PRO review

expected for the full year. We estimate that approximately 30 percent of all
Medicare discharges will be reviewed by PROs nationwide.

E. Methods of Reimbu:rsement for PRO Contracts

There are two basic types of funding available for government contracts: cost

reimbursement and fixed price. Cost reimbursement contracts pay the
contractor for all reasonable costs incurred. The contractor is paid for its

"best effort' in meeting the objectives of the contract. This form of contract
requires detailed monitoring of the contractor's efforts in carrying out the

obligations of the contract We determined that cost reimbursement contracts
would not generally meet the intent of the Medicare and PRO statutes for two

reasons. First, the Medicare statute (Section 1966(s)(1)(F) of the Soceal

Security Act) stipulates that PROs are to be funded on a rate per review,
Second, the intensive scrutiny of internal operations Lnherent in cost contracts
would be contrary to the intent of Congress that there be limited Government
intervention in the daily activities of PROs.

Fixed-price contracts require clear, complete and accurate specifications,
necessitating a defined set of deliverables. The amount of funding for the

contract is fixed for the term of the contract. A standard fixed-price
contract does not require auditing of records during performance, and
monitoring is based purely on the acceptance or rejection of the products

specified in the contract_ We determined that fxed price con-3ct would be
the most appropriale me hod to use to fund PROs.
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Fifty-three of the fifty-four PROs are reimbursed on a fixed-price basis arid
receive monthly payments. The other PRO is also the Fiscal Intermediary for
Idaho (Idaho Blue Cross) and is paid on a cost reimbursement basis in order to
be consistent with the method of reimbursement used to finance its activities
as a Medicare Fiscal Intermediary.

F. Sanction Activity

In FY 1984, PROs imposed no sanctions on practitioners or providers. The
earliest PRO review began in July 1984. Pending ;ublication of PRO
regulations, PROs have been conducting sanction activities under the
provisions of Section 1862 of the Act. We expect that PROs will begin to
submit sanction reports in the near future to the Office of the Inspector
General, HHS, which reviews these reports on behalf of the Secretary.

G. Cost of PRO Review

HCFA has signed two-year contracts with fifty-four PROs. We expect 'hat
there will be supplernentsl costs for items not included in the fixed pruce
contracts and in cases where PRO; increase the amount of their review or
expand the types of review they perform. For example, sanctions and fraud
and abuse activities are to be psid for on a cost basis. We will be expanding
PRO review to the quality of care provided by H iOs and we may expand PRO
review to other areas such as outpatient review and concurrent review of
discharges. The following is a list of all 54 PRO areas and their Medicare
contract amounts. PRO contracts in those areas marked with an asterisk ()
were signed after FY 1984, but prior to November 15, 1984.

Area Amount

Alabama S 6,350,000
Alaska 650,000
Arizona 2,754,127
Arkansas 4,376,814
California 27,000,000
Colorado 3,140,000

"Connecticut 3,173,783
Delaware 694,242

'D.C. 599,886
Florida 14,340,000
Georgia 7,400,000

*Guam 226 ,661
*Hawaii 1,284,411
*Idaho 1,300,000
Illinois 15,219,970
Indiana 7,449,120
Iowa 5,425,000
Kansas 4,279,054

-10-
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Kentucky
Lou is iana
.Maine

*,Maryland
'Massachuse tts
* Michigan

Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire

*New Jersey
New Mexico
New York
North Carolina
North DalOER

*Ohio
*Oklahoma
Oregon

*Pennsylvania
Puerto Rico
Rhode Island
South Carolina

*South Dakota
Tennessee

*Texas
Utah

*Vermont
*Virginia
Virgin Islands
Washing on
West Virginia
-Wisconsin
Wyomin;

Total

388

Amount

S 6,500,000
5,200,000
1,650,000
3,192,853
7,072,731
9,590,863
6,576,253

< 3,630,504
9,000,000
1,195,600
3,094,569
1,240,182
1,255,000
8,100,000
1,437,832

20,200,200
7,760,805
1,462,455

13,500,000
4,700,000
3,461,055

18,260,500
1,575,000
1,299,846
3,684,448
1,475,000
7,481,244

18,500,000
1,403,808

633,085
6,074,5 27

440,000
4,525,000
3,084,000
,150,000
525,073

S301.594,306

-11-
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Although PROs were not required to perform *-ledicaid review in FY 1984,
19 PROs had private review contracts to review Medicaid services. The total amount
expended under these contracts for review in FY 1984 was $4,300,012.(l). The
following PROs have contracts to perform Medicaid review:

Arkansas M assachusett5 Oklahoma
Colorado Mississippi Oregon
Delaware Nevada South Carolina
Iowa New Hampshire South Dakota
Kentucky New Mexico Vlerrmont
Maryland North Dakota West Virginia

Wisconsin

H. Evaluation and Review Criteria

There are two types of criteria which are relevant to the PRO program: (1)
the criteria that were used bv HCFA in evaluating proposals and awarding PRO
contracts; and (2) t*e c ae se 2 by PR-s to sc-een cases ror :av:e'. In
addition, we have developed criteria which will be used to monitor and evaluate
PROs on an ongoing bas s

Evaluation Criteria

Proposals for PRO review in PPS States and in waivered and exempt areas were
evaluated by HCFA based on seven crIteria. The criteria was designed to place
the most weight on the objectives and required review activities.

(1) Understandins of the work to
be performer by a PRO - 30 points

(2) Specific cb'ectives and required
review acti ities related to
admissions and quality of care - 600 points

(3) Experience in conducting .eer
review, nc!jdin;, length, type,
and quasity of experience- t30 points

(4) Personncl. including educational
backgrou nd, professional experience
and special qualifications - 200 points

(5) Mana-emocnt olan that specifies the
staffing an d o-7g.nizationai structure
for the cor. -ct 100 points

(I)This is the total a :- S et; in F. - r-view of
Medicaid services by PR-i :; ; :-:
received their contracts bc' - i a es as
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(6) Points awarded to physician-
sponsored organizations - 100 points

(7) Price of the proposal - 300 points

Review Criteria

Review criteria are actually screening criteria which are chosen by PRO
physicians and are used by non-physician reviewers to approve payment for cases
which clearly meet accepted standards and to refer questionable cases to
physician reviewers. Review criteria contain the generally recognized reasons
which would justify a patient's admission to a hospital or the need for a surgical
procedure. For purposes of assuring the quality of care provided, criteria also
contain the generally recognized services and care which should be provided for
specific diagnoses or procedures.

In developing their review criteria, PROs generally use nationally-recognized
criteria sets adapted to meet the needs of the prospective payment system, PRO
review requirements, and typical practices in the local area. The PRO screening
criteria should not be viewed as medical standards which must be met in every
case in order for PROs to approve Medicare payment. HCFA has the authority
to review these criteria and to request changes. PRO physician reviewers, who
are actively practicing physicians in the PRO area, make their determinations
regarding the necessity, appropriateness and quality of care provided with regard
to each questionable case primarily on the basis of their own knowledge,
experience and training and on the basis of discussions with the attending
physicians. Examples of review screening criteria are attached to this report at
Tab A.

We have also attached to this report a summary of the objectives contained in
all PRO review contracts (Tab C). The objectives indicate how under the
contractual agreements PROs must commit themselves to achieving utilization
and quality impact. The objectives also include methodologies used to
accomplish this impact.

i. Status of Regulations

We have proposed five regulations for implementation of the PRO program. The
Area Designation regulation was published in final form on February 27, 1984.
The other four regulations were published as final regulations on April 17, 1985.
Summaries of the contents of the regulations are attached to this report at
Tab B.

A ttachments

Tab A -Sample Review Criteria
Tab B -Summary of Reguiationi
Tab C -PRO Objective Summarie;

-13-
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SAMPBLE REVIV CRITEMA

TAB A
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Se;:e-er ';7;

Postoperative Co"olications (Must be locally defined)

1. Sepsis (e.g., wound infection, abscess. bacteremia,

septic phlebitis)

2 Hemorrhage

3. Wound dehiscence

4. Pulmonary complication (e.g.. atelectasis, pneumonia,'
aspiration, embolus)

5. Cardiovascular eorplications (including thrombophlebitl5)

6. Urinary tract infection

7. Anesthetic cznalications

8. Other conplications (as defined locally or attributed to

specific procedures)

Discharge Status

1. Alive

The following items must be defined locally:

2. Stable vital signs

3. Satisfactory condition of wound

4. Tolerating diet

S. Provision for follow-up care

6. Complications controlled

7. If a diagnosis of malignancy is confirned, consultation
with appropriate treatnent specialists (surgeon, radiation

oncologist or medical oncologist) for staging and management

planning.

is
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Sep:enc..er 1979

CPT 10_9_(
M5.i3 a47.0
44955 47.1
44960

APPENiDECTOM.Y

l. INDICATIONS FOR SURGICAL PROCEDURE

A. Acute Appendicitis
8. 'interval' appendectomy
C. Tumor of appendix
D. "Incidental" aooendectomy to another operative procedure.

(e.g., hysterectomy)

"Indications for oneration derived from the following suggested
evaluation:

1. For acute e7pendicitis
a. Exceot in children and the elderly, history of abdominal

pain (usually rid-abdoninal or periunbilical) associated

with nausea or vomiting or anOrexia ar. sh,* o ain to

right lower quadrant, plus one or more of the followinc:
(I) Right lower quadrant tenderness, rebound, or guarding
(.) Rectal temperature of 1000F or above
(3) Positive rectal exam for tenderness (right sided

or midline)
(4) White blood cell count over 10,000 with 80t or more

polymorphonuclears
(5) Persistence of sy'notons for over 6 hours
(6) Increase in Sympto.mS during observation

b. In children (generally below 8 years), acute abdorinal

pain develooing in a previously well individual, associated
with local or diffuse a dorlinal tenderness and leukocytosis

c. In elderly patients, orevicusly well. either:
(1) Typical history or acute appendicitis (mid-abdominal

oain, followed by vomiting and shift of pain to

right lower quadrant); or
(2) Localized right lower quadrant pain and tenderness

2. 'Interval' apoendectory following an acute attack of aopendicitis
or drainage of apoendiceal abscess

3. Tumor of aopendix usually has the same presenting signs as
acute appendicitis, but the presence of an aPoendiceal tumnr
is an adeouate indication for apoendectomy

4. Incidental' appendectomy is indicated when, in the opinion of
the surgeon, appendectomy can be performed without increased
hazard to the patient

Screening Guidelines

1. Other causes for signs, and symptorts shou'd be ruled out.

i.e.,urinary tract Infection, urinary calculi, relvic pathology

in females by jrinalysis, pelvic and rectal examination.

rhost 8=,?e Z C r _. - : ---_ : &C ,: * er e--- x n : c=C I- OL-r Ad ,1

pz r - A- rs- e ro-.: Or -- ̂: ::-s::._ S E :u rut a:- .16
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Se~terlaer 197i

APPENDECTOMY

Screening Guidelines (Continued)

It is important to remember that the appendectomy may at
times be justified by signs. symptoms and workup-even
thOugh not validated by the pathologist's.report

11. LEVEL OF CARE REQUIRED

A. Inpatient facility
8. Length of stay; see statement on V. 7

211. POSTOPERATIVE COr!PbLC^TIONS

A. See general co.rents on p. 15
B. Obstruc:i~on or ile..s
C. Feca1 fis la

IV. POSTOPtElZ17VE VAL!-"'C. OF DIAGNOc'!S

A. Surgeon's operative report
S. Pathologist's report of acute appendicitis, turar. or acute

exacerbation but not to include periappendicitis

V. DISCHARGE STATUS

A. See general co-rents on p. 15

Developed by: A'' X---l S.r;ery Criteria Co^t:ee
A zer !- ; of Gasroerterrcio_
Ak-rc S-:rety of Internal Mecine

7 heat r't rC .. er.:-: .^ _ .- -_
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Septerber 1979
CPT
U7600 47611
47605 47620
47610

CHOLECYSTECTOMY. With or Without
Exploration of Bile Ducts

I. tNDICATIONS FOR SURGICAL PROCEDURE

A. Acute cholecystitis
E. Cholelithiasis. with symptO.is
C. Choledocholithiasis
0. Taor of gallbladder

Indications for operation derived from the following suggested
evaluation:

1. For acute cholecystitis
a. History of one or rrore of the following:

(1) right upper quadran: abdominal pain
*(z) nausea
(3) vomiting
(4) flatulence
5i) chills
(6) fever
(7) pancreatitis with demonstrated gallstones: and

b. Physical examination witn findings of one or more of the
following:
(1) tenderness
(2) palpable ness
(3) fever over 1010(F)

2. Cholelithiasis demor.strated by radiologic exar'.ination with

syrptoms ranging from flatulence to severe biliary colic
and referred pain

3. For choledocholithiasis, the same as for acute cholecystitiS
-(see nurcber 1 above) plus jaundrce or history of jaundice

4. For turor cr polyp. radiologic exarinatlon dennonstrating
rmucosal abnormality of gallbladder

Screening Guidelines

1. Appropriate liver tests should be performed
2. Cases which do not have gallstone or tunors should be

subjected to physician review unless pathology report
dernonstrates acute cholecystitis

tt. LEVEt OF CARE REO!!C0

A. Inpatient facility
B. Leng-h of sta< see stterrent on p. 7

IC0.n. r

61 .ZI

51.41-51. 49

1.1 :.61.*_t . ,>.
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September 1979

CHOLECTSTECTOmY. With or Without Efoloration of Bile DuctS

1I1. POSTOPERATIVE C014PLICATIONS

A. See general comnents on P. 15
S. Residual stone in the comton duct

C. Biliary fistula and/or jaundice

IV. POSTOPERATIVE VALIDATIO'4 OF DIAGO;9SIS

A. Surgeon's operative report
S. Verification of gallstones and/or acute cholecystitis by

operative findings anl/or pathology report

V. DISCHARGE STATUS

A. See general corments on p. 15

Developed By: A:A General Surgery Criteria Coxrittee
k.ericar Society of Internal Me~itine
Aericin Colle;e cf
A-.ericjn S.ztroenterclo;gical Asszciltion

Tx&se =-r !�!- z.=-C '--:' 8L,!qtzd---
: -, . ,
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&RONCHITIS, CHPO.N!C, AND ICD--a- I__-9'-
DiPhYSEL4A Z9lTs 9 4919 492 491. 492

I. UTILIZATION REVIEW

A. NEED FOR ADMISSIONIPRESENTING SYMPTOK5/IORKINrG DIAGNOSIS

l. Suspicion or diagnosis of respiratory failure

2 Complicating cardiopulmonary conditions

3. Preparation of patient for elective surgery -
(pulmonary prep)

8. INITIAL LOS/CONTINUED STAY

1. LOS - (Local option - LOS Checkpoint)

2. Extension information (Diagnosis specific or general)

A. Persistent respiratory failure

b: Cardic;ulmcnary c;r-ticaticns (e.g.. res;iratory
infection, pneunothorax, er.olisn. congestive
heart failure)

II. VALIDATION OF:

A. SYMPTOM.S ENTERING (WORKING) DIAGNOSIS

1. Significant hypoxia or hypercapnea; or such symptois

as drowsiness. disturted sensori-., cyanosis or cora

2. Persistence of dyspnea or cough and sputun

3. Respiratory infection. pne'.nothoras. embolism.

congestive heart failure. traurma to chest

4. Prtsence of low arterial pO remuiring initiation 7f

Instruction in and monitoring of oxygen therapy

5. Scheduled for bronchoscopy

8. FINAL DIAGNOSIS (PRINCIPAL)

1. Radiologic evidencs of emphysegma or chronic bronchitis

2. Pulmonary fv- ton studies c npatible with obstruc-
tive airways alsease

Conzi-ed

%,. *, _ . __ >,, &A*

. n. -,- . .-.* Ja. -._
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8;ONC51TIS, ContinuC AND
EMPHYSLEYA - Continued

111. Q0,M-Y REvIEW - C;MT!CAL DIAGNOS7TC AND rlERAPP.7 IcSE;V!CES

A. Radiologic examination of the
chest during this acute phase

B. Arterial blood gases during
this acute phase

C. Electrolytes during the
acute phase

D. One or more of the following
during this acute phase: oxygen,
aerosol therapy, bronchodilators.
ventilators, chest physical therapy

E. har-cotics (exce:t for purpose of
pre-cperative medicatlcn or In
nateres who are unde oing
control1ed Yen:ilatimon

Review If Absent

Review If Absent

Rnitew if Absent

Review if Absent

Review if Pr-eS!!t

IV, DIC 5c-:- P!ANNING ( ! NC 'DG LEVC L CF
T;UCuriONeS)

CARE ASO PAMU1

V. INDICATIONS FO; DISCHARGE

- - . -_
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REGULATION SU4MMARY

Utilization and Quality Control Peer Review Organization (PRO)
Area Designation and Definitions of

Eligible Organizations

Published February 27, 1984

Content of Final Rule

The PRO Act requires the Secretary to consolidate existing PSRO areas so that
each State is generally designated as a statewide PRO area. Local or regional
areas are allowed where the volume of review activity or other relevant factors
warrant, and the Secretary determines that review activity can be carried out
with equal or greater efficiency compared to statewide areas.

The final notice designated 54 PRO areas. Each State, the District of
Columbia, the Virgin islan.ds and Pue-to Rico would be seps2ate areas. cu-
American Samoa, and the Trust Terri-orv of the Pacific Islands would be
combined into one PRO area.

The PRO Act requires that organizations, in order to be eligible to become
PROs, must be either 'physician-sporsored" or 'physician-access." Physician-
sponsored organizations must be composed of a "substantial" number of the
licensed practicing physicians in the review area and be "representative of
such physicians. Physician-access organizations must have available to them a
sufficient number of licensed practicing physicians in the review area.

Under the final rule, physician-sponsored organizations would meet the
"substantial' numbers and representative tests if composed of at least 20
percent of the licensed physicians practicing in the PRO review area. If not
composed of at least 20 percent of the area's licensed practicing physicians, a
PRO must be composed of at least 10 percent of the physicians in the area and
demonstrate, with additional Jocumentation, that it Is epresentative.

Physician-access organizations would meet the 'availability test by
demonstrating that the number end types of physicians available to them is
adequate to carry out the review plan which they propose.

The final rule requires that, at a minimum, the organization have available to it
at least one specialist in every generally recognized speciality practiced in the
area.
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The statute and the final rule prohibit contracting with a health care facility or

an association of facilities which provides services in the area that the PRO

would review. The final rule also precludes contracting with an organization

that is affiliated with, through management, ownership or control, a health care

facility or association of facilities that provides services in the area in which

the PRO would conduct review.

The final rule states that a State government operating a health care facility

would be judged on a case-by-case basis as to whether it has 1. potential conflict

of Interest which would preclude it from becoming a PRO. Furthermore,

because State governments operate Medicaid programs, they would normally be

considered incapable of performing utilization and quality review activities in

an effective manner, unless a State demonstrates to HCFA's satisfaction that it

will act with complete independence and objectivity.

Status

Final regulation was published on February -7, 1984

-2-
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Conduct of Review and Medicaid Relationships with PROs

Content of Rezulation

This final rule outlines the relationship which will exist among PROs, fiscal
Intermediaries, providers, and beneficiaries when PROs assume responsibility for
review. (Detailed PRO responsibilities, such as objectives and performance
criteria, will be spelled out in the PRO contract- A description of the
relationships between the PROs and HCFA, such as reporting and monitoring of
contracts, will also be Included in the contract.) The rule also outlines PRO
utilization and quality review functions. There are several provisions in the rule
that deserve special mention:

a. PROs may subcontract (delegate) only quality review to hospitals.
Subcontracting to hospitals of any other review would present possible
conflicts between a hospital's financial Interests and the goals of PRO
review. This would be counter to congressional intent to avoid such
conflic ts.

b. Fis wiU be responsible for making coverage determinations for aU claims not
reviewed by the PRO:

(1) PROs review only those cases specified in their contracts with HCFA.

(2) FIs make coverage determinations for all claims for reasons other than
medical necessity, reasonableness, and appropriateness.

Fls, however, wiU obtain and abide by a PRO's finding of medical necessity
and reasonableness for certain items and services (not otherwise reviewed
by the PRO) included in the Coverage Issues Appendix that must- meet
specific conditions of medical necessity and reasonableness to be covered.

(3) PRO review and denial of claims will be consistent with Medicare
rules on administrative finality of coverage decisions. Denials should
generally be made within 12 months of the date of the claim
containing the services in question. After 12 months and within 48
months, denial may be made only by showing good cause and gaining
HCFA approvaL If there is a finding of fraud or abuse, a PRO may at
any time review and deny a claim or reopen a denial decision.

c. Services provided by a doetor of medicine, osteopathy, or dentistry, must be
reviewed by a peer actively practicing his profession unless a PRO
determines that peers are -at available, in which case a doctor of medicine
or osteopathy may make denial determinations for services ordered by a
doctor in any of the three specialties.

-3-
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d. PROs may deny claims from providers whose lack of cooperation prevents
review from taking place: the financial liability of these claims would be
assigned to the provider.

e. The rule sets forth the following responsibilities of health care facilities
with regard to pre-admission review:

(1) Assuring that each case subject to preadmission review has been
reviewed and approved by the PRO before admission, or a timely
request has been made for PRO review.

(2) Agreeing to accept financial liability for any admission subject to
preadmission review that was not reviewed by the PRO and Is
subsequently denied by the PRO.

This provision does not apply if a facility makes a timely request for
preadmission review and the PRO does not review the case in a timely
fashion. In this case, the PRO would conduct retrospective review.

(3) Agreeing that if the hospital admits a case subject to preadmission
review without certification the case must receive retrospective
prepayment review according to the review priority established by the
PRO.

The rule also contains provisions governing Medicaid relationships with PROS;

a. States may, at their option, contract with PROS to perform review of Title
XIX services: if they do so, the State may be eligible for 75 percent Federal

- Financial Participation (FFP) for the costs of such review.

b. The rule provides that State agencies may contract with PROs for
performance of medical and utilization review functions and receivJe 75
percent FFP, as long as the review is not inconsistent with the review the
PRO is conducting under Title XVM.

UIC requirements on plan of care and physician certification are not deemed
met when a State contracts with a PRO. The law specifies that States may
contract only for those services which are functions of the PRO (medical
and utilization review). Therefore, those will be the only UC elements
deemed met.

Status

The final regulation was published on April 17, 1985.

-4-
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Reconsideration and Appeals

Content of the Regulation

The rule sets forth policies and procedures by which determinations of PROs will
be subject to reconsideration and further appeals. The basic policy is that a
beneficiary, practitioner, or provider dissatisfied with a PRO's initial adverse
determination (i.e., denial) is. entitled to a reconsideration by the PRO. The rule

lso, in accordance with specific statutory directives, specifies that the
beneficiary will have further appeal rights including an Administrative hearing
before an Administrative Law Judge (ALJ) (where the reconsideration
determination is adverse and the amount in controversy is at least $200), and the
Appeals Council and judicial review where the amount in controversy is over
$2,000.

In addition, the following provisions should be noted:

a. A beneficiary may submit a request for a reconsideration to the PRO or
PRO subcontractor, an SSA\ District Office, or a Railroad Retirement Board.
A provider or practitioner must submit a request for a reconsideration to
the PRO or the PRO subcontractor.

b. The request for a reconsideration must be filed within 60 days after receipt
of notice of an initial deterimination, unless there is good cause for late
filing of the request. For a beneficiary who is still an inpatient or is
awaiting admission, a request for an expedited reconsideration may be filed
within 3 days of the notice.

c. Subject to rules on disclosure of information, a provider, practitioner, or
beneficiary has a right to examine material upon which the initial
determination was based.

d. A reconsideration reviewer must be a specialist in the type of services under
review and must not be the same individual who made the initial denial
determination.

e. A PRO must issue a reconsidered determination within 3 working days of an
expedited reconsideration request, within 10 working days if the beneficiary
is still a patient in an SNF, and within 30 working days for all other cases.

f. If, during the course of DRG validation, the PRO changes the diagnostic or
procedural coding used on the claim and this results in a lower Medicare
payment, the provider or practitioner may request a review. A beneficiary
cannot obtain a reviev of a DRG assignment, and the provider and
practitioner have no further
appeal rights after the review. However, when assignment of a different
DRG results in nonnote-s~e of a furnished service, the beneficiary may
appeal that deter mn.¶ation

g. The beneficiary . i; -7,!t a request for s hearing within 60 days of
receipt of the reconl ':--.:on notice.

Status

The final regulation was - - a:' oi April i7, 1935.

-5-
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Confidentiality

Content of the Regulation

The rule applies to aU information obtained or developed by a PRO and sets forth

rules governing protection and disclosure of information generated by a PRO and

access to the Information by others.

The general rules applying to disclosure of information are*.

a.. The PRO must notify a practitioner of its Intent to disclose information at

least 30 days before the intended disclosure.

b. A PRO must disclose public information in the form It is acquired by the

PRO.

c. A PRO must provide reasonable physical security measures to prevent

unauthorized access to PRO information.

d. A PRO must disc' ;e nonconfidential information to any person upon

request.

e. A PRO must disclose information about patients to the identified patient or

representative, unless the information could harm the patient. A PRO must

disclose information to institutions and practitioners about themselves -

f. A PRO must disclose information on practitioners and institutions to the

Department of Health and Human Services, to the Office of the Inspector

General, the General Accounting Office, fraud and abuse agencies, and to

licensing and certification agencies.

g. A PRO must not disclose its deliberations except to HCFA, the General

Accounting Office or the Office of the Inspector General.

h. A PRO may disclose to the public PRO interpretations and generalizations

on the quality of health care in a particular institution.

Status

The final regulation was published on April 17, 1985.

-6-
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Sanctions

Content of the Regulation

The rule defines the sanctions process under PROs and implements portions of.i
the PRO statute that impose obligations (provision of care to beneficiaries
which is medically necessary, appropriate, and of adequate quality) on health
care practitioners and providers; requires PROs to report violations of such
obligations to the Secretary; and, authorizes the Secrotary to make decisions
upon a PRO's recommendation to exclude from the Medicare program or impose
a monetary penalty against practitioners or providers who have not met their
obligations. Under the regulations, PROs are required to give notice to and
opportunity for discussion with the affected practitioner or provider before
making a final determination that the practitioner or provider has failed to
comply substantially with an obligation in a substantial number of cases or
grossly and flagrantly violated an obligation in one or more instances. The
following provisions should be noted:

a. When a PRO determines that a substantial violation has occurred in a
substantial number of cases or a violation is gross and flagrant, it must
send a notice to the involved party delineating the violation and the
proposed sanction and give the party a right to submit additional
information within 30 days.

b. If the issue is not resolved, the PRO will submit its report and
recommended sanction to the Office of the Inspector General.

c. In cases of recommended exclusion from Medicare, if the Secretary does
not act within 120 days, the practitioner or provider being sanctioned
would automatically be excluded from eligibility to provide services on a
reimbursable basis until such time as the Secretary determines otherwise.
Also, payment will not be made to any provider for services orderd by an
excluded practitioner.

d. The Office of the Inspector General notifies the practitioner of the
sanction, effective 15 days from the date of receipt of the notice.

e. In lieu of the sanction of exclusion, the Secretary may require monetary
penalty (not to exceed the actual or estimated costs of the medically
improper or unnecessary services provided) as a condition to the continued
eligibility of the practitioner or provider to provide health care services on
a reimbursable basis.

Status

The final regulation was published on April 17, 1985.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

August 7. Iq35

Mohammad Akhter. ".D.
Executiwe Vice President/Madical Director
Missouri Patient Care Review Foundation
1026 C Northeast Drive
Jefferson City. Missouri 65101

Dear Dr. Akhtar:

This is in response to your letter of July 24, 1965, regarding two cases

vhich appear to involve types of prohlbited actIoS which Circunent PPS.

The Health Standards and Quality Bureau recently issued we Interi1 Menual

instructions, effective July 25S 1985. defining specific actions PROs Ay

take when a hospital has circumvented PPS through uecssary admissions.

readmissionst or other inappropriate medical practices. We forwarded a

copy of these instructions to you In a letter dated July 30. 19S5. and

rectlnd that they be used in nd1lng the two coses you referred.

The first case involves a patient who was priturely discharged from the

Kansas University Medical Center. with a readmission to St. John's Regional

Medical Center. to addition to substandard quality of care, this situation

appears to fall under paragraph IN-206M. which occrs when a patient Is

readmittad to a hospital for care that. pursuant to professionally recogized

standards of health care, could have been provided during the first admission."

Intervention reqired wider paragraph 1X8 in thes* circu.stances would appear

to include denial of the second admission. Nosear. we asked HSQ9 to clarify

whether a denial would be appropriate when the second Mission Is to a dif-

ferent hospital. The Health Standards and Quality Bureau Indicated that para-

graph Z086B applies only when the patient is readmitted to the sae hospital.

Therefore, you should proeed only with corrective action as drliWd under

paragraph 2080-8.

T1 second case, in which a patient was amitted for an invasive cardiac

cathaterization end readmitted five days later for bypass surgery appears to

fall under paragraph 11-2066A. Paragraph IM-208U requires that the second

admission be denied In those situations.

I hope this gaidance Is Aelpful to you In handling these cases, as well as

sicilar 1nstances of preniture discharge and substandard quality which may

arise In thp future,

Sincerely yours.

flfl2 rG r y A. Lear. Chief
IF I Fr~Ii r a iv~1n o' if qalti stancay-us gnu Y

-. ---- -- --------------- ------ *------ --------------....r
{)~~~~~~~ ~~ ....I .~-~ ~-- ..... - ------- I------I= ------- I ----------- -----
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[This copy of Transmittal No. 5 replaces in
PHCFA Transinittal No. IX 85-2, and was
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Da e lur st 1915

REvtSED '.;AT:R AL

Title Page. Part 3

TaDle of Contents
P s-- 3

Sections 3000-3025

REN!SED PAGE NOS.

(31.)

3-1 (in.)

REPLACE-O ?AG--

3-5 - 3-9 (5 pp.)

NEW PROCEDURES - EFFECTIVE DATE: JULY 25, 1985

Section 1S8S')'(2) of the Scciai Security Act provides specific actions w.ich nay be taken
when a hospital circumvents the Prospective Payment System (PPS) through unnecessary
admissions. readmissions, and other inappropriate medical practices. This issuance
defines those practices and outlines corrective action when the PRO determines that such
practices have occurred. The corrective actions include denials, sanctions, intensified
review, referrals to ROs, and/or referrals to 01G. There are some mitigating
circumstances that will be detailed in a future issuance.

Section 3000, Puroose of Readmnission and Transfer Review.-This section defines the
authority for actions that may be taken when a hospital Circumvents the Prospective
Payment System and describes provider appeal rights in the case of PRO denials.

Section 3005, PRO Review Responsibilities-This section requires PROs to review
readmission and transfer cases as described in their contracts.

Section 3010, Types of Prohibited Actions Which Circumvent The PPS.-This seation
describes those actions a hospital might take which are considered to be circumventing
the PPS.

Section 3015, Actions That Must be Taken by The PRO.-This describes those actions a
PRO must take when it determines prohibited actions have occurred, including denials,
sanctions, intensified review, referrals to the regional office, and referrals to O0G.

1CFA-Pub. 19
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Page 2

See-:on 3020, EadPc -r ?riole_ Cases.-_This settio: re^_ires PROs tD regor: to

the reg oaal o. ice those cases ';n:cS are problens but do rot i a nto

tne caragor~es s-ec s ion 3010.

Se:t-on 303:, ?iR0 ,eoor ine Ree- -e2t:s. -..:s se-- on equ4:es ?2OS t

ceacrtbe i -'2 t c Ml--- ' ... ia, Revieu ?.e-or: a
2 -a:tFitee

ws:; a C osts

.cese trs:rC:a:Ca _:s r5rC :ts a sl -ce :- a.

now have to review both the ioi:ial and subsequent acissions ia any case

where a transter occurs. It should nor, however, represent a COSt above that

of the current iixed-price contracts.
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Part 3

Unnecessary Readmissions and transfers

Section Page

Purpose of Readmission and transfer Review ................... 3000 3-5

PRO Review Responsibilities ............................ ,.,.3005 3-5

Types of Prohibited Actions Which Circumvent the PPS ......... 3010 3-5

Actions That Must be Taken by The PRO ........................ 3015 3-6

Handling Problec Cases ............. I ......................... 3020 3-7

PRO Reporting Requirements ............... I . .................. 3025 3-B

Rev. 5 3-1
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08-85 PEER REVIEW ORGANIZATION MANUAL 3010

Unnecessary Readmissions and Transfers

3000. PURPOSE OF READMISSION AND TRNSFER REVIE-W

Section 1886(f)(2) of the Act provides specific actions that may be taken when
a hospital has circumvented the Prospective Payuenr System through unnecessary
admissions, readnissions, and other inappropriate medical practices. If a
hospital's actions result in unnecessary admission or readmission, iLs payment
may be denied. If the hospital's actions result in other inappropriate
medical or other practices, other corrective action may be taken.

Actions taken pursuant to Section 1886(f)(2) of the Act and the regulations at
42 CFR 

4
66.70(c)(8) and (d) are in addition to the medical necessity, quality,

and level of care determinations made by a PRO under Section 1154 of the Act.
Because the denial actions specified in this part are made pursuant to Section
1886(f)(2), providers are generally entitled to a hearing and judicial revieL
of the denial determination. (Section 1862(d) and 1866(f)(3).) This is in
contrast to the more limited appeal rights available under Section 1155 and 42
CFR Part 473 to providers seeking review of other PRO determinations.

These determinations are not made under Sections 1154, 1862(a)(1) or (a)(9).
Therefore, the waiver of liability provisions of section 1879 are not
applicable and the provider will be liable. The beneficiary will not be
charged for services denied under these instructions.

3005. PRO REVIEW RESPONSIBILITIES

Select readmission and transfer cases for review as described in your contract
with DEHS. Review the medical record for both the initial admission and the
readmission or transfer.

3010. TYPES OF PROHIBITED ACTIONS WHICH CIRCUMVENT THE PPS

When the hospital takes any of the following actions it is presumed that the
hospital intended to circumvent the PPS System

A. Premature Discharge of a Patient That Results in The Subsequent
Readmission of The Patient to The Same Hospital.-A premature discharge of a
patient occurs when a patient is discharged even though he should have
remained in the hospital for further testing or treatment, or was not
medically stable at the time of discharge. A patient is not medically stable

Rev. 5 3-5
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3010 (Cont.) PEER REVIEW ORGANIZATION MANUAL 08-85

when, in the judgement of the PRO, the patient's condition is such that it is
medically unsound to discharge or transfer the patient. Evidence such as
elevated temperature, postoperative wound draining or bleeding, or abnormal
laboratory studies on the day of discharge indicate that a patient may have
been prematurely discharged from the hospital.

B. Re~dzission of a Patient-to a Hospital for Care ThPt Could Have Been
Provided During The First Admission.--This prohibited action occurs when a
patient is readmitted to a hospital for care that, pursuant to professionally
recognized standards of health care, could have been provided during the first
admission. This action does not include circumstances in which it is not
medically appropriate to provide the care during the first admission.

C. Inappropriate Transfer of a Patient From a PPS Unit to a PPS-Exempt
Unit in The Same Hospital.--A transfer is considered an admission for purposes
of payment under PPS (42 CFR 405.470). A prohibited action occurs when a
patient is admitted to an acute care part of the hospital even though the
medical record shows that patient required care in a PPS-exempt psychiatric or
rehabilitation unit within the same hospital, a bed in the PPS-exempt unit was
available at the time of initial admission, and the patient is subsequently
transferred to the PPS-exempt unit. This also apnlfes to similar tr-fe-
from PPS units to beds in hospital-based SNFs and swing beds.

D. Transfer of a Patient From a PPS-Exempt Unit to a PPS Unit in The Same
Hospital.-A prohibited action occurs when a patient who requires only the
level of care being provided him in the PPS-exempt unit is transferred to a
PPS unit in the same hospital. A prohibited action also occurs when the
transfer is from a PPS-exempt unit to a hospital-based SNF or swing bed.

3015. ACTIONS THAT MUST BE TAKEN BY THE PRO

A. Denials.--hen any of the actions prohibited in section 3010 occur,
deny the second admission.

B. Other Actions.-In addition to denials for prohibited actions you must
institute one of the following corrective actions when you identify
substandard quality of care. Quality of care is always substandard when a
readmission results because the patient was not medically stable when
discharged. Quality of care is always substandard when a transfer is made
before the patient is medically stable except when the transfer is
necessitated because the patient needs more intensive or specialized
services. Care may be substandard in other situations, such as where an
inappropriate readmission or transfer causes or contributes to a worsening of
the patient's medical condition.

1. Sanctions.-Initiate a sanction report and recommendation:

3-6 Rev. 5
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08-85 PEER REVIEW ORGANIZATION MANUAL 3',20

a. If the prohibited action causes a patient's death, presents an

imminent damage to the health, safety or well-being of a Medicare beneficiary,

places the beneficiary unnecessarily in high-risk situations, or results in

permanent loss of a major physical function, immediately develop a sanction

recommendation, based on a 'gross and flagrant- violation of the responsible
provider's or physician's Medicare obligations.

b. If a provider or practitioner is responsible for two episodes

involving prohibited actions in a single quarter, you may initiate a

sanction. If three or more instances (a -substantial number of cases-) occur

in a quarter, you must develop a sanction recommendation.

2. Intensified Review.-Intensify review of the responsible physician

or hospital by reviewing 100 percent of discharges, not just those discharges

related to the prohibited action.

3. Referrals to Regional Office.-If you initiate a sanction report

against two or more physicians practicing in the same hospital, or against the

hospital itself, notify the regional office, Division of Health Standards and

Quality, and provide supporting information. This action is taken so that the

regional office can investigate whether the hospital is in compliance with the

Conditions of Participation (i.e., 42 CFR 405.1023, Conditions of

Participation-Medical Staff).

4. Referrals to Office of The Inspector General.-

a. When you identify a hospital that has a pattern of prohibited

action, refer the cases included in the pattern to the regional Office of the

Inspector General for potential termination of the provider agreement under

section 1866(b) of the Act and 42 CFR 504.472(e)(3).

b. If you suspect that fraud or an abusive practice is involved,

refer individual cases to the regional Office of the Inspector General for

further investigation. Examples of such practices include a hospital

submitting two separate claims for a given patient, as if the patient-were

readmitted to the hospital but you find that the patient was discharged only

once from the hospital, or you identify two hospitals as having an unexplained

pattern of Medicare transfers between them.

3020. HANDLING PROBLEM CASES

In cases involving Medicare readmissions and transfers which are problems but

do not clearly fit into any of the categories described above, assume the

readmission or transfer is appropriate. However, also refer the case with a

brief summary of the issues to the Regional Office, Division of Health

Standards and Quality.

_ ;

3-7Rev. 5
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3025 PEER REVIEW ORGANIZATION MANUAL 08-85

3025. PRO REPORTING REQUIREMETS

Describe in the Monthly Medical Review Report submitted to the Division of
Program Operations, HSQB, all activitfes to remedy prohibited actions using
the following format:

A. Number of Denials

1. Premature discharge of a patient that results in a subsequent
readmission to the same hospital (3010A).-

2. Readmission of a patient to a hospital for care that could have
been provided during the first admission (3010B)._

3. Inappropriate transfer of a patient from a PPS unit to a
PPS-exempt unit in the same hospital or to beds in a hospital-based SNF or
swing bed in the same hospital (3010C)._

4. Inappropriate transfer of a patient from a PPS-exempt unit to a
PPS unit in the same hospital where the patient only required care in the
exempt unit (3010D).

B. Other Actions

1. Sanctions

3010A

3010B
3010C

3010D

TOTAL

2. Intensified Review

3010A
3010B
3010C
3010D

TOTAL

3-8 Rev. S
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3. Referrals to RO

3010A
3010B
3010C
3010D

TOTAL

4. Referrals to OIC

3010A _
3010B
3010C
3010D

TOTAL

Rev. S
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Reporting Date: 8 / 9 / 85

NDiCRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name: ___ RIC NO.: Age:

Admit Date _3_/_ 2/8L liosp. Name ___ _. . MPR No. 5-

Physician Name:__ _ _ M.D. License No.:_

Reviewer Numbers: R.S. * P.A. Reviewed: 3_/ 85

Incidence Type:

_ _A. Readmission Subsequent to a Pre-nature Discharge
_& ?. Transfer Of a Questionable Nature

C. Eospital Initiated Denial Not Reported on Monthly List
D. Inappropriate Hosp. Init. Den. Issued Prior to DRG ALOS

(11arrative description of the problem or discrepancy using as
accurate direct langusge as possible. Use physicians orders
and physician advicor notes for quotations Where possible.)

Thns case :-volves an 87 vear old female who was admitted to the\S

f lc- 2/27/as .or treat-ent of byonchopneumonta. The patient was

transferred to a sw:^. bed on 3/7/3;. The case was referred to a

PhysicLan Advisor as a cuestionable transfer. The Physician Adviser's

cornents fellow.: "Appears to be an inappropriate level of care. The

zat:ent had an acute pneumonia on s-rav at the time the patient was

trans'erred from acute cate to swing bed. I believe the patient should

have been in acute care until cured and then discharged home"'

_______________----_-___-_____________________________________

Distribution - Type A 8 C O .

NDHCRI A 8 C D
Regional office A 8 C D
Hosoital A B C D
Attendirg Physician A B C D
Fiscal Intermediary D
Pat ient D
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MISSOURI
PATIENT CARE REVIEW

FOUNDATION

1026 C Northeast Drive * Jefferson City. Missouri 65101 * (314) 634-4441

August 9, 1985 a-tM-.-

Mr. Greg Lear, Chief
Medical Review Branch
601 East 12th Street
Kansas City, Missouri 64111

Re. Contract No. 500-84-0526-93
MO 007

Dear Mr. Lear:

I am responding to your letter of August 2, 1985 regarding
IM 85-2, section IM 2060.2 which indicates the F1 is suppose to
screen claims for statutory exclusions and refer those needing
medical necessity decisions to the PRO for review. This is to
advise you it is our intent to request additional funding under
a modification of the contract if this requirement necessitates
above and beyond the fixed price contract in effect. This will
be in addition to those other areas identified which require
additional resources to implement IM 85-2

C omas E angus
Director of Operations

TEM:bjs

cc: Mohammad N. Akhter, M.D.
Mr. William Tate

nwto.<n~~~~S La, 14014"o aY M-n}._ .5.4. =420
a,-., fea
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THE KANSAS FOUNDATION FOR MEDICAL CARE INC.
29i3 SAV. WanjoiLe, DO'r-' :Tpvta. Kjasjs 66614

ieliphxnn '1913; 27.-2;3

August 12, 1985

Mr. Bill Tate
Chief, Contract Branch
Health Care Financing Administration
6325 Security Boulevard
East Highrise Building Room 322
Bal tirmore, Maryl and 21207

Dear Mr. Tate:

This letter constitutes a formal request for a riodificatior. of our PRO
Contract as a Llt of timpiemenSdtton ftilS-2. The following
is a breakdown of the additional costs to KF,'C above the original
fixed price contract:

1. Printing and neiling expense for revised review plan. $2,00.CO

2. Ccpying ano mailing of rcvised procedure for no;ifi-
cation of attending Physicians of potential denials. 500,CG

;. Additionel Physician Reviewer expense required by the
revised procedure for notifying attenoing Physicians of
potential denials (780 hours Xs E54,,t). 42.12G.OO

4. Trree adcitionel FTE's are requirec. 64,,_3
a! One (1) FTE to coordinate the new procedure for the

potential d&ninl p;-occl). /;-Lr . t ,

b) One (1) clerical FTE to schedule reconsiderations.
The new regulations re-establishcd a 30 day
turn-around time for reconsiderations requested by
the hospital/attending. In order to neet this more
restrictive tire frere. additional staff :s needeo.

c) One (1) TIE for an aociz-cnzl Aree vevie.
Coordinator. This new position is needed to absorb
the additional review responsibilities contained in
85-2. These include:

Calculation of quarterly denial rates
for outliers.
Requirement to notify hospital of
preadmission results.

L..SUCA ,S

A . .ce VS
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Mr. Bill Tate
August 8, 1985
Page 2

Reviewing for third-party liability.
Reopening previously denied cases if new
information is provided.
Requirement to determine if medical necessity
exists an time during a hospital stay.
Requirenth9 at we review for coverage issues.
Increased review responsibilities in the area of
attestation statements and penalty statements.
Review of DRG 462.
Review of hospital requested claim adjustments.

5. Additional telephone expense generated by the requirement
to permit attending Physicians the opportunity to discuss

E" _ potential denials 6,000.00

6. Additional office space required for the handling of
additional information resulting from the notification
to attending Physicians regarding potential denials 2,000.C0

7. Programring charges in f'edicare software generated by the
implementation of 85-2 17.3b0.00

Therefore, it is requested that our contract be amended to include
additional reimbursement in the amount of Si33,920.00. 7

Sincerely yours,

Carry W. Pitman
Executive Director

LWP/GZ/de

xc: Ms. 5renda Burton, PUC Project Officer
Kansas City, Missouri

Ms. Elizabeth Faykus, Contract Specialist
HCFA, Baltimore, Maryland

1040B-9/10
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Q (
ALABA.LA QUALITY ASSURANCE FOUNDATION

SUITE 0O0. TWIN TOWERS EAST
236 GOODWIN C iEST ODlRVE

BIRMINGHAM, ALABAMA 35209
A W te TELEPHONE (205; 942 078S

GENERAL MEMORANDUM *85-19

MEMO: ADMINISTRATORS AND CHIEFS OF STAFF, ALL ALABAMA HOSPITALS

INFO: .MY 6~iO9GAL/ALANA; ED FARRELL/BRHC: MARY GREGORY/DHHS:

FRO<7 3 'N<£ER, CHIEF EXECUTIVE OFFICER

o ~lE: AUGUST lS, 1985

SUBJ: PRONTIBITED ACTIONS WHICH CIRCUMVENT THE PPS.

ALABAtA QUALITY ASStIRANCE FOUNDATION, INC_

I. Enclosed is a copy of Section 2082-2092 to the PRO Manual =
Interim Manual Instructions. Please note the change is
effective July 25, 1985 discharges.

II. Please review Section IM 2086 which defines 'Prohibited
Actions'.

I1. Please note that Section IM 2088 requires the PRO to deny the
second admission when any 'Prohibited Action" occurs. while
the Foundation does not agree with this action, as you can see,
the Foundation is left no choice.

IV. To date, the Foundation has been using educational letters as
corrective action to 'Prohibited Actions". There have not been
large numbers of these actions to date in Alabama as the
pre-admission/transfer review system tends to eliminate these
"actions". Your continued cooperation will be appreciated.

Enclosure
:agw



422

E i Health are Cmnaecurr

DEPARTMENTOF 1.LTH i HU MAN SEVICES Adnston

,,,iji 0 2 it^C5 l~lu,,,zRegIV

July 29, 195 A .s.. Ati-ft.GA30323

ATLANTA REGIONAL MEDICAL REVIEW LETTER NO. 12-S5
(Of Interest to Peer Review Organizations)

SUBJECT: PRO MANUAL - INTERIM MIANUJAL INSTRUCTIONS

Enclosed are interim manual instructions outlining corrective actions to be taken
when a PRO determines that a hospital has circumvented the prospective payment
system through unnecessary admissions, readmissions, or other inappropriate
medical practices. The corrective actions include denials, sanctions, intensified
review, referrals to ROs, and referrals to 01G.

George R. H Ind
Regional Adi r'strator
Health Care FAncing Administration
Region IV

Attachment
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PRO MANUAL

INTERIM MANUAL INSTRUCTIONS

NEW PROCEDURES - EFFECTIVE DATE. July 25, 1985

Section 18S6(f)(2) of the Social Security Act provides specific actions which may be
taken when a hospital circumvents the prospective payment system (PPS) through
unnecessary admissions, readmissions, and other inappropriate medical practices.
This transmittal defines those practices and outlines corrective action to be taken
when the PRO determines that such practices have occurred. The corrective
actions include denials, sanctions, intensified review, referrals to ROs, and/or
referrals to 01G. There are some mitigating circumstances that will be detailed in
aa future issuance.

REVISION

Section 2082-2092 are all new requirements.

Workload and Costs

The attached transmittal represents a slight increase in effort because PROs will
now have to review both the initial and subsequent admissions in any case where a
transfer occurs. It should not, however, represent a cost above that of the current
fixed-priced contracts.
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t 2082. . 2082

The purpose of this transmittal is to further clarify and implement Section
1836(f)(2) of the Social Security Act (Act) and regulations at 42 CFR 466 .70(c)(8)
and (d). Section 1886(f)(2) provides specific actions that may be taken when a
hospitol has circumvented the prospective payment system through unnecessary
admissions, reodmissions, or other inappropriate medical practices. If a hospital's
actions result in an unnecessary admission or readmission, its payment may be
denied. If the hospital's actions result in some other inappropriate medical or
other practice, then other corrective action may be undertaken.-

Actions token pursuant to Section 1886(f)(2) and the regulations at 42 CFR
46.70(c)(8) and (d) are in addition to the medical necessity, quality, and level of
care determinations made a PRO under Section 1154 of the Act. Because the denial
actions described below are made pursuant to Section 1886(f)(2), providers are,
under certain circumstances, entitled to a hearing and judicial review of the denial
determination. (Sections 1862(d) and 1866(f)(3) of the Act and regulations at 42
CFR part 405, part 0). This is in contrast to the more limited appeal rights
available under Section 1155 and 42 CFR Part 473 to providers seeking review of
other PRO determinations.-

IM 2084 PRO Responsibilities for Review

PROs are to select readmission and transfer cases for review as described in their
contracts. However, prior to this transmittal, PROs were given the option to review
the medical record of the initial admission of any transfer case. PROs are now
required to review both the initial admission and the transfer.

I lM 2086 Descristions of Prohibited Actions .Which Circumvent thte PPS

When the hospital takes any of the following actions it is presumed that the
hospital intended to circumvent the PPS System.

A. Premature Discharge of a Potient That Results in the Subsequent Readmission
of the Patient to the Same Hospital.--A premature discharge of a patient occurs when
a patient is discharged even though he should hove remained in the hospital for
further testing or treatment, or was not medically stable at the time of dischnrge.
A patient is not medically stable when, in the judgment of the PRO, the patient's
condition is such that it is medically unsound to discharge or transfer the patient.

Evidence showing such a situation (such as elevated temperature, postoperative
wound draining or bleeding, or abnormal laboratory studies on the day of discharge)
indicates that a patient may have been prematurely discharged from the hospital.

These determinations are not made under Section 1154, 1862(o)(1) or (a)(9).
The waiver of liability provisions of section 1879 are therefore not applicable
-- the provider will be liable. The beneficiary will not be charged for
services denied under these instructions.

2082
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2082
8. Readmission of a Patient to a HosPital for Care That Could Have Been

Provided During the First Admission--.This prohibited action occurs when o patient
is readmitted to a hospital for core that, pursuant to professionally recognized
standards of health care, could hove been provided during the first admission. This
action does not include circumstances in which it is not medically appropriate to
provide the core during the first admission.

C. Inappropriate Transfer of a Patient From a PPS Unit to a PPS-Exempt Unit in
the Some Hospitol--.This prohibited action occurs when the following events take
place:

(1) A patient is admitted to a PPS unit of a hospital even though the medical
record shows that the patient only required care in a PPS-exempt psychiatric or
rehabilitation unit within the same hospital;

(2) A bed was available in the PPS-exempt unit at the time the patient was
admitted; and,

(3) The patient is subsequently transferred to the PPS-exempt unit.

This prohibited action also applies to similar transfers from PPS units to beds in
hospital-based SNFs and swing beds.

D. Inappropriate Transfer of a Patient From a PPS-Exempt Unit to a PPS Unit in
the Same Hospital--.This prohibited action occurs when a patient who requires only
the level of core being provided him in the PPS-exempt unit is transferred to a PPS
unit in the same hospital. This prohibited action also occurs when the transfer is
from a PPS-exempt unit to a hospitol-based SNF or swing bed.

IM 2088. Interventions that Must be Undertaken by the PRO

A. Deniols.--When any of the prohibited actions described above occur, deny the
second admission.

B. Other Actions.-In addition to denials for prohibited actions you must
institute one of the following corrective actions when you identify substandard
quality of caret.

*A transfer is considered on admission for purposes of payment under PPS (42 CFR
405.470(c))

-- Quality of care is alwavs substandard when a readmission or a transfer results
because the patient was not "medically stable' when discharged. Care
substandard in other situations, such as where an inappropriate readinission or
transfer causes or contributes to a worsening of the patient's medical
condition.

2088
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2088
i. Sanctions.-Initiate a sanction report and recommendation as follows:

o If the prohibited action causes a patient's death, presents an
imminent damage to the heclth, safety, or well-being of a Medicare
beneficiary, places the beneficiary unnecessarily in high-risk
situations, or results in permanent loss of a major physical function,
immediately develop a sanction recommendation, based on a 'gross and
flagrant" violation of the responsible provider's or physician's
Medicare obligations.

o In other cases, if a provider or practitioner is responsible for two
episodes involving prohibited actions in a single quarter, you may
initiate a sanction. If three or more instances (a "substantial
number of cases") occur in a quarter, you must develop a sanction
recommendation.

2. Intensified Review.-intensify review of the responsible physician or
hospital by reviewing 100 percent of discharges, not just those discharges related
to the prohibited action.

3. Referrals ta Reeional Office.--lf you initiate a sanction report againsttwo or more physicians practicing in the same hospital, or against the hospital
itself, notify the regional office, Division of Health Standards and Quality, and
provide supporting information. This action is to be taken so that the regional
office can investigate whether the hospital is in compliance with a Condition of
Participation (i.e., 42 CFR 405.1023, Condition of Participation-Medical Staff).

4. Referrals to Office of the Inspector General.-

a Where you identify a hospital that has a pattern of prohibited action,
refer the cases included in the pattern to the regional Otfice of the
Inspector General for potential termination of the provider under
section 1866(b) of the Act and 42 CFR i04.472(e)(3).

a In some instances, you may suspect that fraud or an abusive practice
is involved. For example, a hospital nay submit two separate claims
for a given patient, as if the patient we;e reodmitted to the
hospital. However, you may find that the patient was discharged only
once from the hospital. Also, you may identify two hospitals as
having an unexplained pattern of Medicare transfers between them. In
such instances, refer individual cases to the regional Office of the
Inspector General for further investigation.

2088
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2090
IM 2090 Problematical Cases

There will be cases involving Medicare readmissions and transfers which are problems
but do not clearly fit into any of the categories described above. In such cases,assume the reodmission or transfer is appropriate. However, also refer the case
with a brief summary of the issues to the regional office, Division of HealthStandards and Quality. These summaries will be used to consider revisions of these
instructions.

IM 2092 Reportina Requirements

You are to document in the Monthly Medical review report submitted to the Divison ofProgram Operations, HS0B, all activities to remedy prohibited actions in thefollowing format:

A. Denials.-

I. Premature discharge of a patient that results in a subsequent
readmission (2086A). to some hospital__

2. Readmission of a patient to a hospital for core that could have been
provided during the first admission (20868)

3. Inappropriate transfer of a patient from a PPS unit to a PPS-exempt
unit in the some hospital, or to beds in hospital-based SNFs or swing beds (2086C)

4. Transfer of a patient from a PPS unit in the some hospital where thepatient only required care in the exempt unit (2086D)_ _

B. Other Actions.--

1. Sanctions

2086A

2086B
2086C

2086D _

TOTAL _

2. Intensified Review

2086A
20868

2086C
2086D

TOTAL

2090
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2090
3. Referrals to RO

. 2086A
208613
2086C
2086D

TO rAL

4. Referalls to OIG

2086A
20868
2086C -
2086D _

TOTAL _

2090
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Health Care Review Inc.
Tns Watrd Burld:ng
345 Blacketone 8Bulevard a. I
Providence. Rhode Island 02906 .. 1
Tel. (401) 331-6651 4-

0 'ICERS
e...r5 i.s . 0, r CtI

e, P G..- . E a
V-M P- ee J Lh

w-, P Lr -q. D O E ._

a..,Siu.,_ u

Sou53 or DO:ftclons August 15, 1985
.rcuu ...' 5

ua.,.'.a. s.r.u D
J-._. e io. s D
sesA C...- . n Ms. Annette Kasabian

. C-.-. Mo Chief, Office of Medical Review
?AP G.,U VD Health Care Financing Administration

**rl.r -I Cic.. DO Health Standards i QJality Bureau

Ec.--'I..c --oD dahb F. Yannady Federal Building

srer.I _-s . D Cavernoent Center
'W Rr-r , 00 BatLtn, MA 02203

-sitC M.Oui P. M D
*, SsrUwi5CMct&!I MD Dear Annette:
P *, . .UD

'5 e.cus. 4s.nD In regard to my letter of August 8th pertaining to a relation-
R 5g.. UD ship between Health Care Review Inc. and the Rhode Island Medical

mC-A Lae w-D Society regarding peer review activities, I submit to you a letter
MUwR.p;uv<.rnf.?m; from Doctor Rakatansky to Doctor Crisafulli regarding our meeting.

M.,rce t~~~~~~~~~~~~~~~~~~~n~~~~t... 0r'rss ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~~~~~~u

With best w'shes, I a*

SIrncerely yours,

C f<. I

Edward J. Lynch
Executive Vice President

EJL:ras
Enclosure
cc: Frederick S. Crisafulli, M.D., President

371 Fore S:heet
Rrnaldi Bu:,iog
Suite 201
Pofltand Maine 04101
Tel (2071 879'0544

f'..rc Fea ESra 'er
412 S'se S'ee:
Bargc". h'u.ne C:40u
7,'.- ':?4

I
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Rhode Island Medical Society
106 Francis Street. Providence. Rhidr Island 02J03 (401 t 331 3207

August 6, 1985

AU(;1

Frederick Crisafulli, M.D.
Health Care Review Inc.
345 Blackstone Blvd.
Providence, R.I. 02906

Dear Fred:

I'd like to thank you very much for your hospitality on
Wednesday. I enjoyed talking to you and Kr. Lynch about the
operation of Health Care Review. As you know, the Rhode
Island Medical Society is sponsoring two peer review com-
mittees which may be of help in improving the quality and
standard of care in Rhode Island. The Impaired Physician's
Committee deals exclusively with doctors who are afflicted
by illnesses. Most of our work is with psychiatric dis-
turbance or chemical dependence. The Committee has had a
significant experience in this area and has a protocol which
seems to work quite well at this time. We would encourage any
transfer of information which would benefit the individual
physician and by virtue of treating him or her raise the
quality of care, decrease over or under utilization and
generally improve the practice situation in Rhode Island.

The second Committee is the Peer Review Committee on compe-
tency and this Committee deals through peer pressure with
physicians, who in the absence of illness or criminal activity,
practice outside the accepted standards of care. Remedial
education is encouraged and utilization and quality of care can
be maximized. Both of these Committees function as M official
Peer Review Committees of the Rhode Island Medical Societv.
In the event that a physician is a threat to the public health
and refuses the help of the Committee, the Board of Review is
informed. No cover up is ever condoned.

I hope that it will be possible for Health Review to cooperate
in this venture as it is certain that you will run across in-
formation which will be helpful to the rehabilitation of
physicians during your reviews. I'll be happy to discuss in
detail with you any of these programs or to elaborate if needed.
Thank you very much for your anticipated cooperation.

Sincer y,

Hr. t\1 C .,R Li.: i~ S -
Ha.. H.-. l 5 HiRTRAXATANSKY, M.D.

A! --;.- E $: PRESID;ZT
S.: .. L L x .: i .2 I..
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Reporting Date: _8_/_12/85

NDHCRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name: ____RC :0.: Age: 74

Admit Date: 5/ _*_/_85 alosp. Name _- - MPR No.35-

Physician Nftmea _ ___________ M.D. License No.: ___

Reviewer Numbers: R.S. S P.A. Reviewed: 8 /12 /j85

Incidence Type:

X A. Readmission Subsequent to a Pre-rature Discharge
B. Transfer Of a Questionable Nature
C. Hospital Initiated Denial Not Reported on Monthly List
D. Inappropr12-.. Hosp. Init. Den. Issued Prior to DRG ALOS

(iVarrative description of tbe problem or discrepancy using as
accurate direct language as possible. Use physicians orders
and physiciaD advisor notos for quotations where possible.)

A 7_ 'ear old female was admitted to Hospital on 4/28/85

and discharged on 5/4/85. The patient was readmitted one day later

with the same sv-ptoms - abdominal discomfort and nausea. PA
_________________r______------ ------------------------ ______

comments: "It appears from the documentation in the medical record
…__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

that the patient's problem was not diagnosed or treated on either

admission. Also, the docume.ta.:o;: shows that the patient's

weit st increased over these adaissions and an x-ray showed

findings of bilateral basilar effluslons due to cardiac decospensation

which was not on the 4/27/85 x-ray. This is a readnission subsequent

to a premature discharge.

_____________________________________________________________

Distribution - Type A 6 C D -…--------------------------------------…

NDHCRI A B C D ------------------------- ,t~ ---------
Regional Office A B C D
hosoital A 8 D ft
Attending Physician A B C D
Fiscal intermediary 0
Patient D
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Health Care Review Inc.
(he Weld Building
345 Blackstone Boulevard
Providence, Rhode Island 02906
Tel (401) 331-6661

August 20, 1985 E".JL

Annette Kasabian
PRO Director
Health Standards & Quality Bureau
Health Care Financing Administration
John F. Kennedy Federal Building
Government Center
Boston, MA 02203

Dear Ms. Kasabian:

In recent weeks, we have discussed the Prospective PaymentSystem, medical review. and quality review. In fact, there wasa recent informal telephone poll taken by HCFA regarding qualityproblems identified under the Prospective Payment System and
strong actions taken by the PRO.

INTRODUCTION

Regarding the issue of quality in the Prospective PaymentSystem, in our judgement based upon our experience, a case-by-
case quality review is absolutely a necessary integral part ofthe medical review function of a Professional Review Organization
(PRO). Even though quality review is not a current integral partof the Prospective Payment System in the manner that utilization
is on a case-by-case review, what is emerging in the nation seemsto indicate a case-by-case review to identify and to resolve
quality problems.

Health Care Review Inc. has had an internal staff debate fromthose who claim that we should adhere to what is specifically
(literally) required in the contract to assure consideration ofcontract renewal. This argument has a great deal of legitimacy
and a great deal of attractiveness for a program administratorconcerned about balancing program need and performance withbudget considerations.

An over-riding concern is whether there exists the deliveryof good quality care in an economical manner to Medicare beneficiar-ies. As the program develops people will easily see through anyattempt to emphasize cost at the expense of quality--especially
when such problems are affecting the quality of care delivered tothe elderly.
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Annette Kasabian
Page Two
August 20, 1985

We are particularly concerned about the issue of quality
because it goes to the heart of working with a fixed price
contract, money versus workload, and one's ability to carry
out what should be done for contractual purposes, but should
be additionally addressed because it is in the interest of
people.

Over the last several months, our physicians and staff,
both in Rhode Island and in Maine, have been wrestling with
the problem of how to deal with quality problems identified
on a case-by-case basis; yet, we do not have the funding to
deal with such quality problem.

The quality study objectives have been addressed through
contractual funding with HCFA; yet, some claim that the object-
ives are not worth the time or effort of the medical profession
because they may not be focusing on serious problem areas or
areas in which a PRO can achieve real impact on the delivery
system.

SPECIFIC QUALITY PROBLEMS IDENTIFIED IN RHODE ISLAND AND IN MAINE

Health Care Review Inc. staff has developed a list of quality
problems identified in Rhode Island and in Maine (attached). We

have also enumerated actions taken by our organization regarding

those identified problems. Some of this information in Rhode
Island had already been forwarded to the Regional Office, HSQB,
by telephone to HCFA's informal protocol. We are also adding to

this list quality problems identified in Maine, but no actions
have yet been taken because of the developing nature of the
issue and lack of staff.

We hope, in September, to submit to the Board of Directors
a protocol for resolving such problems, but a serious question
has been raised as to the practicality of having the Board consider
a protocol when there are no financial resources to implement it.

We, therefore, are submitting to you the results of a draft

protocol developed by the Health Care Review Inc. staff (see
attachment pertaining to above cases).

The information contained in this letter providessufficient
information that should be considered on a case-by-case basis. We
would welcome your response.

With best wishes, I am

Sincerely yours,

Edward J. Lyn;4A

EJL:mlc Executive Vice President

ATTACHMENT
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RHODE ISLAN:D

The following is a list of quality problems identified by
Hellth Care Review Inc. and the actions taken to date:

Identified-Quality Problems

1. Patient admitted to hospital
023 in apparent shock-no
action taken for several
hours. Patient subsequently
died.

2. Patient admitted to hospital
017. Trom documentation in
patient's record, there is
lack of correlation between
asystole on the rhythm strip
and occurrence of death.

3. Hospital 016 patient admitted
with COPD, heavily medicated
with Haldol and Ativan. Patient
sustained a respiratory arrest
and subscquently died after
apparent inadequate monitoring
of her respiratory status.

4. Patient discharged prematurely
from hospital 011 from apparent
pressure exerted on physician
by utilization nurses at that
hospital.

5. Patient discharged from hospital
026 to a nursing home facility
not thought to be licensed as
skilled at time of patient's
discharge. Patient required
skilled care due to G-tube
insertion.

Action Taken

Letters sent on 7/11/85
to attending physician
and hospital administrator
identifying a potentially
serious quality issue. No
response to date.

Letter sent on 7/18/85
to attending physician;
no response to date.

Case reviewed by three medical
physicians, letters sent on
7/11/85 to attending Chief
Executive Officer and Chief
of service at hospital. Medical
record and reviewers' comments
forwarded to
RO, HCFA consultant, for his
comments regarding possible
sanction. Response from Doctor

in telephone call to

of Health Care Review Inc. on
7/30/85. case will be treated
as educational need to hospital
in writing.

Letters sent on 7/12/85 to
attending physician, Chief
Executive officer, and Chief
of Medical Staff. No response
to date.

Letters sent on 7/19/85 to
attending physician, CEO,
and Chief of medical staff.
Written response received
from physician expressing
concern about the matter and
a telephone communication
from the hospital stating
that the facility was indeed
licensed as skilled. Further
investigation with
indicated that facility was,
indeed, licensed at time of
patient's discharge.
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Identified-Quality Problems

6. Medical record at hospital
011 showed incomplete work-up
for evaluation of patient's
back pain.

7. Patient admitted to hospital
017. Work-up appeared in-
complete as to etiology of
CHF and decreased H/H.

8. Work-up incomplete for patient
admitted to hospital 020 with
complaint of dizziness.

9. Patient admitted to hospital
018 for evaluation and treat-
ment of unstable angina.
Alternative treatment plan
questioned.

10. Patient admitted to hospital
025. Presence of positive lab.
test not adequately addressed.

11. No history and physical in
medical record. Initial H&H
not documented prior to
administration of transfusions.
Hospital 011

12. Evaluation of patient's back
pain may have been incomplete.
Hospital 013.

13. Patient admitted to hospital
011 from a nursing home in
septic shock. Patient was
initially treated at another
hospital. Quality issue
concerns the fact that
appropriate medical informa-
tion was not made available
to the Emergency Room staff.

Action Taken

Letter sent on 7/12/85 to
attending physician. Response
received on 7/25/85 with
explanation which seems to
justify physician's course of
action, although documentation
of such in chart was absent.

Letter sent on 7/12/85 to
attending physician. No re-
sponse to date.

Letter sent on 7/12/85 to
attending physician. No re-
sponse to date.

Letter sent on 7/12/85 to
attending physician. No re-
sponse to date.

Letter sent on 7/12/85 tn
attending physician. No re-
sponse to date.

Letter sent on 7/12/85 to
attending physician. No re-
sponse to date.

Letter sent on 7/12/85 to
attending physician. No re-
sponse to date.

Letters sent on 7/16/85
to attending physician,
previous attending physician
and administrators at the
nursing home involved and at
the hospital to which the
patient was admitted. Re-
sponse received by Health
Care Review Inc. on 7/30/85
from
indicated that historical
information regarding the
patients medical status was
readily available to

. He
acknowledgedhowever,that
the admission history did
imply a communication problem.



Identified-gualtiy Problems

14. Patient admitted to hospital
011. Treatment provided did
not support the diagnosis of
pneumonia.

15. No pre or post transfusion
hematocrit documented in
patient receiving blood tran-
fusions at hospital 011.

16. Patient admitted to Hospital 011
with abdominal pain and weakness.
Severe cardiac Hx. Remained in
ER 7 hrs. before EKG performed,
SubjectedtDUGI Series, expired
within few hours thereafter.

17. Patient admitted to Hospital 013
with abdominal and substernal pain.
EKG changes could be interpreted as
acute M.I. Lack of complete work-up,
short 3 day hospital stay without
treatment for M.I.

18. Acutely ill patient admitted to Hosp.
017 and subsequently died with
septicemia. Inadequate monitoring of
patient on I.V. Insulin drip, low
value of 4 found in a.m. (no blood
glucose done since 3 p.m. previous
day)

19. Patient admitted to Hosp. 023 with
bradyarrhythmia. Type of arrhythmia
not documented--use of quinidine
might not have been approrpriate,
especially in heart block.

Letter sent on 7/18/95 to
attending physician. No re-
sponse to date.

Letter sent on 7/16/85 to
attending physician. No re-
sponse to date.

Reviewd byphysician but action
being held till Quality
Committee meeting this month.

Identified by physician reviewer
as quality problem. Action being
held till Quality Committee
meeting this month.

Identified by physician reviewer
as quality issue. Action being
held till Quality Committee
meeting this month.

Quality issue identified by
physician reviewer. Action being
held till Quality Committee
meeting this month.

20. Patient admitted to Hospital 020 Identified as premature
with cardiac decompensation. discharge with quality issue
Developed E. Coli UTI and during U.R. physician review
bacteremia but was inappropriately Referred to Quality Dept.
heated with p.o. Erythromycin and Action held till Quality
discharged prematurely to N.H. on Committee meeting this month.
same medication. Re-admitted to
Hospital 014 6 days later with
E. Coli sepsis and died within
24 hours.

In all of the above cases a definite action has been initiated
by the Quality Department of Health Care Review Inc. In addition,
there are several other cases which are in the process of being reviewed
by our staff or which are awaiting physician review.

The problem with AD hocquality review which is essential to good
quality medical care to Medicare beneficiaries-is the absence of HCFA
contractual recognition and funding. Five quality objectives have been
required by HCFA in its RFP; but the scope of quality review is far too
narrow and such narrowing affects quality review performance of peer
review organizations for Medicare. These 15 identified quality problems
are the tip of the iceberg' in our opinion. And they represent only
Rhode Island. Real additional problems are the resources necessary to
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CASES PENDING

IDENTIFIED QUALITY PROBLEM

21) Patient admitted to
hospital 014 with
possible bowel obstruc-
tion. Radiology identi-
fied possible obstruc-
tion or constucting
lession. No further
workup. Prem. D/C. Pt.
re-admitted had surgery
or ato.*c cologs and
ultimately expired after
stormy post-op coursL

22) Patient admittted to
hospital 023 with
severe abd. pain.
Secondary DX ileus yet
patient fed low fat
diet, without iV. s
not NPO etc.
P. 6'- St r4"

1) Patient admitted to
hospital 012 for
femoralpopliteal by-
pass. Question of
occluded graft during
1st admission but
attending disagreed.
Patient re-admitted
6 days later with
occlusion of graft.

* 2) Patient to have O.P.
cataract surgery,
developed acute pulmonay
edema. Surgery cancelled.
admitted hospital 012.
Serial enzymes consftent
with 'possible M.1." yet
surgery performed anyways.
Disch. then cancelled because
enzymes became &'for M.1.

3) Hospital 018. Premature
disch. (pt. sent home with-
out lC+ suppleme3L..xnjjcL,
Ouality issue I misseds
(episode of C.P., nausea
diaphoresis not responsive
to NTG, ETG changes, Qdenzyme

ACTION TAKEN

Cases revie4
4

iy one surgeon,
to be reviewed by second
surgeon. Letter sent to
attending on 8/1/85 in re-
sponse to his letter con-
cerning the premature dis-
charge issue. Attending
told of possible quality
issue and that case will be
further reviewed.

Case reviewed by U.R. physician
and quality issue identified.
Further action pending Committe
meeting.

O t to be reviewed by physician

To be reviewed by physician.

To be physician reviewed.

fc.. Va/es . .FX Is

Reviewed by 0.R. physician
for premature discharge To
he reviewed for quality
issues.
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4) Patient admitted to
hospital 013 with bladder
outlet obstruction and
recurrent UT1's (urosepsis)
no urine C&S done before
treatment started with I.V.
Kcfzol- need to identify
specific organism.

5) Premature disch. from
hospital 013. Abnormal
CXR, no follow-up or
treatment for pneumonia.
{without repeat blood
cultures, without sputum
C&S, without repeat CXR
or repeat WBC). Re-admitted
in 4 days with fever and chills
pneumonia.

eviewed b U.R. sician
for quslitv issue. Action
held till Quality Committeee
meeting.

Reviewed by U.R. physician
for premature discharge.
Referred to Quality dept.
for quality issue.
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MAINE

Quality Problems identified in Maine are:

Identified-Quality Problems

1. Hospital 839-patient discharged
3 days post-op A/K amputation
for gangrene foot no mention in
path report of gangrene. Patient
re-admitted 24 hours later and
expired.

2. Hospital ti5-Inappropriate pre-
op evaluation - resulted in
serious complication.

3. Hospital #39-Uncommon complication
occurring to patient during surgical
procedure.

4. Hospital #55-Patient expired - no
code performed - no - no code order
on chart.

5. Hospital #009-Question of Unnecessary
Surgery - post-op multiple post-op
complications.

6. Hospital #62-Principle symptoms not
dealt with, patient discharge-threatened
harm to public.

7. Hospital #38-Patient diagnosed for possible
malignancy, nothing done to R/O malignancy.

8. Hospital #66-Surgical mis-adventure
(serious)

9. Hospital #34-Patient not treated for
abnormal lab tests - disch. - readmitted
died post-op after emergency surgery.

10. Hospital 1008-Physician did not deal with
question of malignancy-patient ended up
having radical surgery unnecessarily.

11. Hospital #008-Know malignancy - tumor
never staged - no chemo-radiation
required radical surgery.

No Action Taken

S - if

* S -
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LESSER ISSUES REFERRED BY U.R. COORDINATOR'S

1) Severely ill 87 yr. old pt., no code. A fib not responsive
to meds. Pt. agitated, kicking ?air hunger, 2:15 p.m. -
9:50 p.m. (expired) - issue involves lack of comfort measures
to ease death (017)

2) Cataract outpt. Adm. after 0k due to CP and EKC changes.
Consult recommended telemetry overnight (not thought to
be angina). No telemetry, no nurses notes till day of
disch. Was pt observed? (020 - Fat).

3) Diabdtic, on oral med. hospitalized, placeJon insulin, tried
to teach pt. self-administration of Insulin but pt. had difficulty

,,seeing, etc. Pt. put on Diabinese, discharged home with VNA, to
call N.D. for appt. in 2 weeks. No blood glucose for 2 weeks: (023)

4) Pt. had exac. of COPD and pneumonia, no antibiotic ordered or
given? treated for pneumonia (011)

5) Pt. placed on potent drug (mestinon) for myasthenia gravis. No
doucmentation of reason for Pt.'s stay-to observe for muscle
weakness, neuro. check, respiratory difficulty.



442

DEPARTMENT OF HEALTH AND HUMAN SERVICES

August ZI. 19.S

Larry Ptm.an
txecurive Director
Kansas Founcation for Medical Care
2953 SW anahaker Drive
Tope4. ansas 6bI4

Dar Mr. PNU=:

This is to provide further clarification regarding Transsittal No. 5 of
the PRO Manual conctninig unneessary essions, rLAMIssIOnus And
transfer.

Paragraph 3010 describes the types of rohibited ections which circimant
PPS and for which PROs are rewquired to dmAy the second adaission. Para-
graph 3010 A. specifically covers 'prinature discharge of a patient that
results In the subsequent meuission of the patient to the swae hot it 11
(emphasis added). Paragraph 3010 S. refers to ao&Tsls77i pUtMent
to a hospital for care that could have ben provided during the first
adission. but does not specify whether this also Includes related ad-
wissions to different hospitals.

HS(B infona us that paragraph 3010 B. refers to situations where the patient
uus medically stable upon discharge but neede elective ipetient care which
could hbae ben provided during the first hospital stay. This paragraph was
nat ment to include related a&issiens to different hospitals. The second
&Mission can oely be denid when the patient It reaftitted to the s
hospital. If the patient Is aftitted to Hospital S for care which could
have been provided during a previous adeission to Hospital A. the case
should be pursued as a qality Issue only. Sanctions should then be applied
as described in paragraph 3015 8.

If you have ny questions on this issue, please feel free to contact me.

Sincerely yours.

Gregory A. Lear. Chief
Medical Review Branch
Division of Health Standards and Quality

1SQB:MlRB. GALEAR:ir

||S. L. .... I ... l------ .. . . .....
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Ileporting Date:- 8 / 2_/ 85

NDHCRI INCIDENCE REPORT TO REGIONAL OFFICE

Patient Name: HIC NO.: _ Age: S1
5 22 13;

Admit Date: 4/ 3 / Hasp. Name __ MPR :a;.35 _---

Physician Neme: Doct-- -- _ M.D. License No.;

Reviewer Numbers: R.S.
9

P.A e Reviewed: 8/21/ 8

Incidence Type:

X A. Readmission Subsequent to a Pre-nature Discharge
B. Transfer Of a Questionable Nature
C. Hospital Initiated Denial Not Reported on Monthly List
D__ . Inappropri:..e Hosp. Init. Den. Issued Prior to DRG ALOS

(NYarrative description of the problem or discrepancy using as
accurate direct language as possible. Use physicians orders
and physician advisor notes for quotations where possible.)

The PA states: ":alua::or of this chart sugsests that the

patient was discharsed zoo earl.. The W3C -ac consistently up, te-p?

was Up durins stay and c-est Fii-nz'ngs by x-r-v were never followed

while in the hospital. In view of the fact the patient was admitted
_____________________________________________________________

five days later with a right base nneumonia, temp. elevation and

23,000D IG he probablv should ha-n heen evaluated better before

discharge. I suggest this goes to the Regional Ofice."

This patient was admitted 5/ 22/85 and discharged 5/28/85 The

patient was readmitted on 6/3/85 and staved until 6/10185.

_ _ _ __ _ _ _ _ _ _ __ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __-- - - --

Oist-ibution - Type A 8 C D . . . . . . . . . . . . . . . . . . . . .

N3HtRI A 3 C D
Regional Office A B C D
Hosnital A B C D
Atrending Physician A B C D
Fiscal Intermediary 0
Patient D
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August 23, 1985

Project Otficer for W 4PRO, RE5-*-HSQ-X

Analysis of Oregon Medical Professional Revlew Organization (C fiRO)
Contract Modification Request

Larry D. Caap, Chief
Medical Review Branch, OHSU, Region X

Attached are COHRD's requests for contract modification dated, 6/25 and
7/31. The initial request for an additional 1128.015 was prompted by the
staffing change made by OW4r4O when we found its current contract ORO
monitoring performance to be unsatisfactory. OMPRO revised Its
procedures as a result of our request for a corrective action plan, and
requested additional money for the Increased staff. We requested that
MPRIhO prepare a budget analysis regarding the current effect of all

changes in the program. 0WRO's submittal shows $132,983 is the net
effect of various other changes; an increase of about $4,000 over the
Initial request for OM validation changes.

In my opinion, there is no justification for granting a contract
anmendient for additional work for the following reasons:

1. DfC validation activities now performed by OMPRO have always
been required, and do not represent any new activity.

2. The savings accrued to OMPRO during the period It was not
properly performing these activities far exceeds the S4,000 net
cost increase for changed contract expectations.

Jerry 8. Thompson

Attachment

76~

MR8:JBThompson:im:8/22/85/REV 8/26
DOM 3769 File: OMPRD #3
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THE KANSAS FOUNDATION FOR MEDICAL CARE INC.
29b3 SAV.. Wan-ate, DOse / Topeta. Kansa 66614

leiephnne: isi3) 273 25S2

August 26, 1985

Ms. Elizabeth Faykus
Contract Specialist
Department of Health and Humnan Services
Health Care Financing Administration
DPS/Contract Branch - RFP-HCFA-84-015
Room 322, East Highrise Building
6325 Security Boulevard
Baltimore, Maryland 21207

RE: HCFA 500-84-0506
#0117

Dear Ms. Fayhus:

The purpose of this letter is to rcquest a contract modification to
contract 500-84-0506. The contract modification requests an
increase in the level of effort and cost required to address the
HCFA PRO medical determination validation contract with Systeletrics.

The costs are associated with the following activities:
1. Co'T.unications with SysteMetrics, written and oral.

2. Notification to Kansas hospitals describing the
purpose and objectives of the contract, explaining
impact on individual hospitals and informing the
hospitals that they will be paid l0e per page or
the actual cost of photocopying each medical
record, whichever is lower, and that arrangements
for payment of postage and handling costs will be
made.

3. Storage of one year of all medical records for
medical reviews which are completed in KFFCs
office.

59-303 0 - 86 - 15

TC�

Loui M. C... M.D.
K.-~ C<y

Rfrwd M. GC., U 0

AM, S.or. M. .
0.5ou.. C 0

C .,,, R. 1-.. M D

L- .: D". oF

CRe, s-o.. M D.
,- .-- an

- 'i, �"'J I /."-. "t /' -- I .. : -
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Ms. Elizabeth Faykus
August 26, 1985
Page 2

4. Staff time, computer time and software development

costs associated with providing SysteMetrics the

necessary information to select records for review

and to capture and provide review results to

SysteMetrics on cases selected for review.

5. Staff time and associated costs for obtaining

requested medical records in the possession of KFWC.

6. Staff time and associated costs for obtaining
medical records from specific hospitals for
selected stays.

7. Staff time and associated costs for identification

and providing SysteMetrics information regarding

KFMC's review/validation decisions of selected

cases.

8. Staff time and associated costs for reviewing,

commenting and provision of additional
documentation regarding Systelletrics reports.

9. Estimated costs for payment to the hospitals for

the photocopied records, I0 per page, or actual

costs, whichever is less, and payment for all

postage and handling costs.

10. Staff time and associated costs for handling the

receipt of invoices and payments to hospitals for

said invoices.

11. Staff time and associated costs for reviewing all

records before sending them to SysteMetrics so that

those records do not have to be rerequested.

I refer you to Attachment I for additional

clarification of this item.

12. Staff time and associated costs including postage

to ship medical records to SysteMetrics.

The total additional cost to KFVC is $30,735.14. We request a

modification of the above referenced contract in this amount

to address the increase in the level of effort required by the

PRO medical determination validation contract.
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Ms. Elizabeth Faykus
August 26, 1985
Page 3

As KFMC is already incurring costs for this activity, we would

appreciate your prompt response to our request.

Thank you in advance for your assistance.

Sincerely yours,

Larry W. )itman
Executive Director

de

Enclosure

xc: Mrs. Brenda Burton, HCFA
Kansas City, Missouri

1040B-27/29
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

,1-,J £ _ _

Pr£ .ct 1tfic~r
;- rZ; Llintr ~s.L Citt

tdns5i; Fo~n~etl . frir C't!'jter Z; Peqwst for Co.strart

Wtizraci ;)t0ttiist.Crr. iec
Wvi1,i.1 of ProcUrecknt Services
Nvaltn Care Ftn cimS Adt31ntstraticn
Rot" 3JW East High i gs;
b32i 5c~urty Botileaard
ialt1iore, Iarylano 212W7

I received a cop) of KFP2t AujoSt 12. l5-5 letter to Bill Tate whicF-
"flitned the cdctfota4l Costs they ft21t wrc peedoec as a rtsult of the
1fm;1ementat1on of Itl-ei-2. This request was In response to the Chani es
Cleis: ir their contract.

gelo. is y, rtcomsieniation as tc the eppro;rlatenezs of their rejucst.

1. trint'n;. and teta iin eAfer!. en ,r rcls
rovye, p 5 li'

Tris Is a reasouole rv;..est. They revseS '
tatiir rtave pflar. to portray activities for cot-
pliancc witt, IM4S-Z There are 144 Kansas
hospitals.

k. Copy ano Aal1ing of revisecd proceoure tor noti-
tacetion of attenin'j physician of potenit1tal
Certals. SC>U

':e-tti. Tise potenttel denial tottice process -:-

rwas not nt,. es a result of ..- It t. e.
aa, t a* r6 rr ^nt V' F'f 6I:c1A.,

. 2 acr rn~ .t. 4t 712

.------- - s-. - -- -- i.......I - - - - - -- ...... -- - - -- -- e ~. ....... __

S ui u 2 | E |K SUATAA4E DAT |-E | f* St^fl^ti DATE |fle | SNAME | E'fl

%|ST I { 1 fl 1 1 § I 1 1~~~~~~~~~~~~
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S . . r.i :

.j r. . c.r.:indtz tT ;7 i

I FC' clcrlcsi tJ sc:.eti' recons1dcri:tions lsA

Peccn..s'r. )16 4 i' AIie llvte,t fcr tnis activty. 1

c ) I FTE for eiCtticrnal area revir:. 23
coora ijis tar

RecoZijer., S3,L. bt a11o.uid for tt.tt ectivity

i- tltpxwes txpcoiis as e rt-,.tt o! pstential eriahl
crs~ tci c?.,_

J U;,t:.nvc 2 a:Sit. .-

,r~~~~~~~ I- ,:-;r C~l?'

s i ;:. *G _a~ovi

i. t rj .ra:- nsclen .ns ts r'. !,ccre sct'.ert 'esr-ratr"-

trt' r4:.Llrc
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l~~~~~~~~''.':!.,li-,.:- .
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THE KANSAS FOUNDATION FOR MEDICAL CARE INC.
293; S.W. CSananmlie, Ddi~e . Topeka, Kansas 66614

Teiephone .903, 273.2;;2

August 12, 1985

Mr. Bill Tate
Chief, Contract Branch
Health Care FinancinS AGrinistration
6325 Security Boulevard
East Highrise Building Room 322
Baltimore, Maryland 21207

Dear Mr. Tate:

This letter constitutes a formal request for a rodification of our PRO

contract as a sec8. of f 5-r2. "The following
is a breakdown of the adoitional costs to KFV.C above the original
fixed price contract:

1. Printing and nvilino expense for revisec review :;lan. $2 , C.Cuc

L 2. Ccpyir. a.,c majlin5 c' :,; ,1-isec p- cedre for noctif-
cation of actenrinqg Pnyscians of po:ert;al denials.

A. Additional R-slcian 2eviewer expense cequiec- Dy the
revised procedure for notifvyng attencino Physicians of
Potential denials (78t heurs Xs 54.0). .

4, Tnhre acceticnal F-a's are requirec. 54,C_
a) One (Ie FTC to coorcinate the new proceoure for tne

Pztvrt oCfl'i- p"$tOC. 54-'r- ;. 1 ....- £

b) One (1) clerical. FIE to schedule reconsiderations.
The re- reSuletions re-establish. i a 3C da4
turn-around tire for reconsieerations requested by
the hospital/attending. In order to seet this rncre
restrictive tire fret!:, additicnel staff s needec.

c) ore (I l) for en ecoitcnal Arev cvie.
Coordinator. This new position is needea to absorb
the additional review responsibilities contained in
85-2. These incluoe:

Calculation of quarterly denial rates
for outliers.
Requirement to notify hospital of
preadrission results.

iti r r

Loz ti 40C/pgD

:*ct Pntnr:a-

tlt.sc- -; .
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Mr. Bill Tate
August 8, 1985
Page 2

Reviewing for third-party liability.
Reopening previously denied cases if new
information is provided.
Requirement to determine if medical necessity
exists anytime during a hospital stay.
Requirement that we review for coverage issues.
Increased review responsibilities in the area of
attestation statements and penalty statements.
Review of DRG 462.
Review of hospital requested claim adjustments.

5. Additional telephone expense generated by the requirement
to permit attending Physicians the opportunity to discuss
potential denials 6,000.00

,.- 6. Additional office space required for the handlino of
additional information resulting from the notification
to attending Physicians regarding potential denials 2,000.0G

7. Programming changes in 'edicare scf:ware generates by nhe
implemertatirn. of ,5-2 17 ,U. u;

Therefor, it is requestec that our contract be amenoed to include
addi tional reimbursement in the amount of Si33,920.00. !

Sincerely ycurs.

Caarry W. Pitman
Executive Director

LWP/GZ/de

xc: 1;s. Erenda Eurton, ,OC Project CffizeE-
Kansas City, Missouri

Ms. Elizabeth Faykus, Contract Specialist
HCFA, Baltimore, Maryland

104OB-9/10
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efmct
COLORADO FOUNDATION FOR MEDICAL CARE

Building 2 Suite 400
6825 E Tennessee Avenjue

P 0. Box 17300
Denver. Colorado 80217

August 30, 1985 
lnlepnonc (3031 321-8642

Mr. Jim Michie
Special Committee on Aging

United States Senate
Room SD-G33
Washington, D.C. 20510

Dear Mr. Michie:

I appreciated the opportunity to speak with you on Wednesday, August 28, con-

cerning a variety of issues which describe the real world of operation of a

Peer Review Organization.

As you indicated, our discussion did cover the areas of policy and procedure

with the intent to identify which areas might require improvement through

corrective legislation or other steps. As you know, we discussed the CFMC

PRO operations concerning:

1. the initial negotiation process in Baltimore, the subsequent changes

to the Scope of Work and the lack of CFMC success in securing addi-

tional dollars for perceived increases in Scope of 
Work;

2. Interim Manual 85-2 and the subsmission of this Manual to PROs six

days prior to the requested date of implementation;

3. the need for a consistent voice from the Health 
Care Financing Ad-

ministration in both chronologic terms and 
content terms of informing

Fiscal Intermediaries and PROs of similar Scope of 
Work with similar

timeframe Implementation requirements;

4. the concerns of negative cash flow recognizing 
that CFMC will be in-

curring on our $3.14 millon PRO budget over a s50,000 expense during

the two year term of the contract for borrowed 
money costs or lost

interest costs. This represents over the two year period, $40,000

of actual interest charges to be incurred due to the need to borrow

funds resulting from negative cash flow as well as over $10,000 worth

of lost interest due to CFMC utilizing its corporate working capital

to fund the PRO cash flow needs;

5. in generic terms, the Scepe of Work creep and the HCFA administration

Scope of Work changes without corresponding approval from the Con-

tract Officer prior to requested or required 
implementation; and
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Mr. Jim Michie
August 30, 1985
Page 2

6. the need for additional resources to assess and address quality of
care issues, whether the provision of additional money for work in
the quality area would be of benefit and is truly needed.

We appreciate the opportunity to address these items in a spirit of construc-
tive and corrective criticism acknowledging the awesome task of HCFA/HSQB in
revising over 160 PSROs into the new PRO program and the successful operation
of those 54 PROs. We are looking forward to the opportunity to meet with
Mr. Steve McConnell of the Seantor's staff on Tuesday, September 3, as well as
the opportunity to continue these discussions in the spirit of assuring that
Medicare beneficiaries are receiving appropriate care in the appropriate type of
facility to meet their medical needs.

Finally, enclosed for your consideration is a copy of correspondence to Mr. Bill
Tate, Chief of Contracts, addressing several of the concerns which we spoke about
during our phone coversation of Wednesday, August 28. We appreciate your interest
in the successful operation of the PRO program and are available to answer sub-
sequent questions which you may have concerning the Colorado experience as it
applies to PRO program activities.

Sincerely,

IL i)

Arja P. Adair, Jr.
Executive Director

APA:eak

Enclosure

cc: William J. Osheroff, M.D., President, CFMC
Kenneth A. Platt, M.D., Medical Director, CFMC
Mr. Tom Langan, Chief, HCFA, Region V111
Mr. Andrew Webber, Executive Vice President, AMPRA
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cfmc a
COLORADO FOUNDATION FOR MEDICAL CARE

August 19. 1985 Buildin 2 Suie 400
6825 E. Tennesset A enue

Mr. Bill Tate P. 0 Scx 17300

Chief of Contracts Denver, Cocranc~ V2 -7

Contract Branch of HCFA Telephone (30?; 3211-8642

Department of Health and Human Services
Health Care Financing Administration
6325 Security Boulevard
Baltimore, Maryland 21207

Subject: Corespondence concerning Contract No. HCFA 500-840520, Letter No.
10, Regarding Letter No. 6 dated April 16, 1985. and Letter No. 7
dated May 16, 1985, and Letter No. 8 dated July 10. 1985

Dear Mr. Tate:

I appreciated the opportunity to speak with you Thursday afternoon concerning
the content of our correspondence of July 10. 1985. As we discussed over the
phone, the Foundation as the PRO for the State of Colorado has been required
to make changes in its review activities, both by Interim Manual 85-2 and by
Regulations dated April 16, 1985. Such changes have been, in the opinion of

the CFMC, changes to the Scope of Work which resulted in additional work load.
To-date, we are without a written response concerning the financial consider-
ations which need to be made on this additional Scope of Work.

As we agreed, requests for changes in Scope of Work by the Health Care Financing
Administration, Health Standards and Quality Bureau should be made only after
approval by the Contracts Division when changes in Scope of Work occur. As
you can see from a review of the materials submitted to you in our July 10,
1985 correspondence, the Colorado Foundation for Medical Care was required to
make changes by the Baltimore PRO Program staff in order to remain In compliance
with Medicare requirements even though such requirements were not reflected in
our contract. As a result, we have made changes but have yet to receive any
acknowledgment of our requested financial needs resultant from these program
changes.

I appreciate your working directly with Mr. Don Tabor in addressing the
correspondence of July 10 and will contact you prior to September 1, in order
to secure a response concerning this correspondence. Thank you for handling
these issues on a timely basis.

Sincerely,

f.&e.4V
Arja P. Adair, Jr.
Executive Director

APA:eak
cc: Mr. Don Tabor

Mr. Tom Langan
Mr. Andy Webber
Kenneth A. Platt, M.D.
William J. Osheroff, M.D.
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, '0' 5'yXLORADO FOUNDATION FOR MEDICAL CARE
,~41 4~fr e Building 2. Suite 400

N t ki j&' s 6825 E Tennessee Avenue
4 Jj Ad ]; l S>/ { PG. Box 17300

July 1, - 19 8541. Denver Colorado 80217July 10, 1985 c44 u.'h, %c X ot Telephone (303) 321-8642

Mr. Bill Tate t;litJk S/zt- - ' awd . I liAl &j 4 L A
Chief of Contracts
Contract Branch of HCFA
Department of Health A Human Services
Health Care Financing Administration
6325 Security Boulevard
Baltimore. Maryland 21207

Subject: Contract No. HCFA-500-84-0520 - No. 8
Regarding Letter No. 6 dated April 16, 1985 and
Letter No. 7 dated May 16, 1985

Dear Mr. Tate;

I am writing to express my concern over the lack of timeliness of the Health
Care Financing Administration in responding to change of work requests under
the PRO Contract process.

The Foundation has submitted two contract modifications to the Health Care
Financing Administration. The first concerns changes to our contract requiring
mandatory 1OO% preadmission review. This is documented by correspondence to
Mr. Donald R. Tabor, dated April 16, 1985. The second concerns the change in
scope of work directed by Interim Manual 85-2, sent to Mr. Donald R. Tabor,
dated May 16, 1985. To-date, the Foundation is without written response from
either Mr. Tabor or the PRO Program Staff of the Health Care Financing Admin-
istration in Baltimore posing the CFMC both contractual and financial concern.

As was anticipated by both parties, the PRO Program Staff at the Health Care
Financing Administration in Baltimore, by contract, does reserve the right to
issue additional directives. Such directives are to be evaluated by each PRO
and when the PRO indicates an increase in work, the contract calls for timely
disposition of such requests from the PRO by the Health Care Financing Admin-
istration. Submission of the initial change of work order, on April 16, 1985,
return receipt requested, has not resulted in any written response from the
HCFA Central Office to-date. The Foundation is currently not operating
according to its existing contract which requires a selective preadmission
review process (see enclosure). but is operating in accordance with HCFA
Program Staff written requests (correspondence of Mr. Tom Langan dated
April 15, 1985 enclosed). We know that our Regional Project Officer has
himself acted expeditiously. However, correspondence which should come from
Mr. Tabor, whether generated by Mr. Tabor or generated through the PRO Program
Staff in Baltimore, has yet to be received.
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Similarily, our request of May 16, 1985, concerning change in scope of work

directed by Interim Manual 85-2 remains unanswered. Both these program

changes were implemented by the Colorado Foundation for Medical Care effective

July 1, anticipating an expeditious or at least timely response to our 
request

for increased reimbursement as a result of the increase in work requested by

HCFA PRO Program Staff in Baltimore and our Regional HCFA Office.

Listed below is the correspondence in chronological order, not including the

numerous telephone conversations, with the HCFA Offices to secure 
a response

to both of these issues:

1. Colorado Foundation for Medical Care Memorandum from Ms. Judie

Lenhart and Ms. Joanna Rowe to Mr. Adair dated April 12, 1985 con-

cerning the Medicare Transmittal RlM 85-2: Projected Changes.

2. Letter from Mr. Tom Langan to Mr. Adair, dated April 15, 1985.

concerning #IM 85-2.

3. Letter from Mr. Adair to Mr. Donald R. Tabor, dated April 16, 1985,

with six attachments listed in the letter, concerning Preadmission

Review - Change in Scope of Work - Letter No. 6.

4. Letter from Mr. Adair to Mr. Donald R. Tabor, dated May 16, 1985,

concerning Cost Proposal to Implement Change in Scope of Work Directed

by #IM 85-2 to Contract No. HCFA-500-84-0520 - Letter No. 7.

5. Letter from Mr. Tom Langan to Mr. Adair, dated June 19, 1985, concern-

ing the contract modification to perform 100% preadmission review.

In order to allow the Colorado Foundation for Medical Care to complete its

obligations for the PRO Medicare Review Program, this PRO has to have a timely

response from its contractor in the same manner which we work with 
our private

contracts and Colorado Medicaid. We are frustrated by the lack of responsive-

ness out of the PRO Program Division in Baltimore despite direct and 
indirect

discussions with Mr. Nathanson and Mr. Tirone, and direct written request 
to

Mr. Tabor.

We would appreciate your looking into these two items to secure an limnediate

written reply on both requested changes in scope of work items at your earliest

convenience, preferrably no later than July 24, 1985. The Colorado Foundation

for Medical Care intends to use its best professional efforts to meet the

requirements of the PRO Program. Without timely completion by PRO Program

Staff and the Contracts Office of their contractual obligations, we 
are hard

pressed to assure new obligations without increased funding. The PRO Contract

speaks for itself on our respective responsibilities in this area.
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We request timely performance by Contracts and the HCFA PRO Program Staff in
Baltimore to assure contract compliance through timely handling of changes of
work orders in the same manner that Baltimore and our Regional Office continue
to monitor the performance of this and all other PRO's.

Sincerely,

Arja P. Adair, r.
Executive Director

APA:eak

Enclosures

cc: Carolyne Davis, Ph.D., Administrator, HCFA
Mr. Phil Nathanson, Director, HCFA
Mr. Anthony Tirone, Director, OMR/HSQB
Mr. Donald R. Tabor, Contract Specialist, HCFA
Mr. Tom Langan. Chief, HCFA. Region V1I1
Willlam J. Osheroff, M.D., President, CFMC
Kenneth A. Platt, M.D., Medical Director, CFMC
Mr. Andrew Webber, Executive Vice President. AMPRA
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COLORADO FOUNDATION FOR MEDICAL CARE

ATTACHMENTS TO LETTER DATED JULY 10, 1985 TO MR. BILL TATE
PERTAINING TO MANDATORY 100% PREADMISSION REVIEW

1. Letter dated April 15, 1985 from Mr. Tom Langan to Mr. Aria P. Adair, Jr.

2. Letter dated April 16, 1985 from Mr. Aria P. Adair. Jr. to Mr. Donald St.
Tabor Including six attachments.

3. Letter dated June 19. 1985 from Mr. Tom Langan to Mr. Arja P. Adalr. Jr.
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April 15, 195

Mr. Arja P. Adair, Jr.
Senior Vice President
Colorado Foundation for Medical Care
6825 East Tennessee Avenue, Building 2,
Suite 400

Post Office Box 17300
Denver, Colorado 80217

Dear Mr. Adair:

Please comply with my letter of April 4, 1985 to you relative to the Colorado
Foundation implementing the preadmisslon review program by AprIl 19, 1985, as
described in the Peer Review Manual, March 185 (lI 2003.5), Page 13 and Page 17.

In discusslons with Health Standards and Quality Bureau, the management staff has
clearly directed me to advise the Foundation to Immediately implement 100l
preadml'sdon review and modify the PFROMF MOU accordingly.

The PRO contract requires that the Foundation modify their preadmistion review
approach immediately, end if interested, subsequently document for HCFA
consideration, the ramifications of the changes required in terms of staffing and
administrative concerns.

Sincerely you-s,

Medical Review ch
Division of Heal Standards and Quality

cc:
Anthony J. Tirone
Donald It. Tabor
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April 16, 1985 6825 E Te

Mr. Donald R. Tabor Der, e-
Contract Specialist Telepl n
Department of Health and Human Services
Health Care Financing Administration
DPS/Contract Branch. Room G-10-A EHR
6325 Security Boulevard
Baltimore, Maryland 21207

Subject: Contract No. HCFA-500-84-0520 - ho. 6
Pre-admission Review - Change in Scope of Work
to CFMC Fixed Price Contract

Dear Mr. Tabor:

The purpose of this letter is to complete the process initiated on April 10.
1985 concerning the Health Care Financing Administration's request that the
Colorado Foundation for Medical Care change the pre-admission review approach
from that currently used by CFMC under its PRO contract. Attached for your
Information are the following documents:

1. Section 111. B. 9., 10., 11.. 12., 13.. 14., 15., 16., 17.. 18., from
the initial PRO proposal by the CFHC dated April 27, 1984 which
describes the Foundation's proposed process of selective pre-admission.

2. Letter dated June 29, 1984 to Mr. Donald R. Tabor which describes
under Attachment F a clarification regarding the CFMC's pre-admission
review methodologies ('selected pre-admission review' and "100% pre-
admission review").

3. Attachment F from the June 29, 1984 letter above referenced.

4. Memorandum from Bill Wood to Judie Lenhart dated April 9. 1985
concerning the additional cost of the Medicare Contracts for 100
pre-admission review. As noted in this memorandum, the costs are
estimated to be $139,058 for the period of the twelve months estimated
or an additional $11,588.17 on a monthly basis for the months remaining
in the contract after a date of implementation has been agreed upon.

5. A copy of the letter from Tom Langan dated April 4, 1985 which
relates the opinion of Dr. Zellinger concerning the requirement to
abide by the contract and the specific guidance provided in the Peer
Review Organizational Manual dated March, 1985.
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6. Letter from ArJa P. Adair, Jr. to Tom Langan dated March 28, 1985
explaining the Foundation's pre-admission review program as approved
by the Department of Health and Human Services in the contracting
process of June and July, 1984.

The above referenced enclosures are used as documentation to indicate that the
CFMC is currently performing pre-admission review as it proposed. The Founda-
tion considers the HSQB Department instructions to revise the pre-admission
review from the configuration originally negotiated as a change in scope of
work to the Fixed Price Contract. Secondly, that the CFMC is willing to
implement a revised system pursuant to the request of the Health Care Financing
Administration upon negotiation and agreement of a change order to the contract
which redefines and reimburses the CFMC for the increased work load. We accord-
ingly ask for the Contract Officer to acknowledge this increase requirement of
work above and beyond that negotiated during the June and July. 1984 negotiation
as above documented and request authorization from the Contracts Office to
bill the Federal Government for $11,588.17 per month for each of the remaining
months of the contract that the Foundation performs pre-admission review as
required by Dr. Zellinger and the Health Care Financing Administration.

Should you need any questions answered concerning the basis behind this
request or have questions concerning the content of the attachments, please
feel free to contact either Dr. Platt or me at your earliest convenience.

Sincerely,

ArJa P. Adair, J
Senior Vice President

APA: eak

Attachments

cc: Kenneth A. Platt, M.D.
William J. Osheroff, M.D.
Mr. Hank Rael
Ms. Judie Lenhart
Mr. Tom Langan
Mr. Andy Webber
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2. PREADMISSION REVIEW

a. INTRODUCTION

To encourage the appropriate utilization of inpatient hospital
services, selected elective cases from selected procedure
related DRG's will be reviewed prior to admission to determine
the medical necessity for admission, effective for Medicare
admissions on or after July 1, 1984. The purpose of preadmission
review is to reduce admissions for procedures that could be
performed effectively and with adequate assurance of patient
safety in an ambulatory surgical setting or an outpatient
basis; and for those procedures where inpatient hospitalization
is required to perform the procedure, to assure the medical
necessity to have the procedure performed.

The procedures which will have selective preadmission review
performed if inpatient hospitalization is required versus
outpatient surgery are as follows:

DRG ICD-9-CM Code Procedure

6 (carpal tunnel 04.43 Carpal tunnel release
release)

39 (lens procedures) 13.11 Intracapsular extraction
of lens by temporal
inferior route

42 (intraocular 13.19 Other Intracapsular
prociRres-xcept= extraction of lens
except retina, iris,
& lens)

13.2 Extracapsular extraction
of lens by linear
extraction technique

13.3 Extracapsular extraction
of lens by simple
aspiration (and irriga-
tion) technique

13.41 Phacoemulsification
and aspriation of
cataract

13.51 Extracapsular extraction
lens by temporal
inferior route

13.59 Other extracapsular
extraction of lens

III-B-9
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13.62 Excision of primary
membranous cataract

13.6S Excision of secondary
membrane (after cataract)

13.69 Other cataract extraction

13.70 Insertion of pseudo-
phakos, not otherwise
specified

13.71 Intraocular lens
prosthesis at time of
cataract extraction,
one-stage

13.72 Secondary insertion
of intraocular lens
prosthesis

13.8 Removal of Implanted
lens

foot procedures) 79.38 Open reduction, internal
fixation, toe

79.98 Unspecified operation
on toe injury

81.16 Metatarsophalangeal
fusion

81.18 Other fusion of toe

84.11 Amputation of toe

162. 163 53.00 Unilateral inguinal
hernia repair

It is recognized that the outpatient setting is not appropriate
for all patients undergoing one of the previously listed
procedures, and criteria will be developed to indicate the
exceptions for the use of an ambulatory setting when inpatient
hospitalization is justified.

Additionally, the following procedures are appropriately
performed on an inpatient basis, if there Is medical necessity
for the procedure to be performed:

llI-B-10
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161.

i
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DRQ

116 (Permanent
Cardiac Pacemaker
wlo AMI or CHF)

ICD-9-CK DOE

37.70

37.73

37.74

37.75

37.76

37.77

77.51225 (foot
procedures)

77.52

77.53

77.54

77.59

PROCEDURE

Insertion of cardiac
pacemaker, not otherwise
specified

Insertion permanent
pacemaker into atrium,
transvenous route

Insertion permanent
pacemaker Into ventricle,
transvenous route

Insertion permanent
pacemaker into unspeci-
fled site, transvenous
route

Insertion permanent
pacemaker into epicardium

Insertion of permanent
pacemaker, unspecified
approach

8un1onectomy with
soft tissue correction
and ostectomy of the
first metatarsal

Bunionectomy with
soft tissue correction
arthrodesis

Other Bunionectomy
with soft tissue
correction

Excising bun1onette

Other Bunionectomy

The CFMC review process will include selective preadmission
review and retrospective monitoring as follows:

(1) Physicians and hospitals will be provided with criteria
I which differentiate between patients who can have surgery
i performed on an inpatient versus an outpatient basis, or

if the procedure is one which is appropriately performed
in an inpatient setting, criteria for medical necessity
to perform the procedure.

III-B-1I
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(2) Prior to admitting a patient on an inpatient basis for one
of the selected procedures, the physician will apply the
criteria to determine whether the patient meets criteria
for Inpatient hospitalization, or if the procedure is one
which is appropriately performed on an outpatient basis,
criteria for medical necessity will be applied.

(3) If the patient does not meet criteria for inpatient hospi-
talization or for the procedure, but inpatient hospitalization
or performance of the procedure is deemed to be appropriate,
the physician's office must contact the CFMC Regional
Office for review.

(4) The CFMC Regional Office, after contact with the Physician
Advisor, will notify the attending physician as to whether
inpatient hospitalization or performance of the procedure
is approved or denied.

(5) As a result of this review process, all inpatient hospitali-
zations for the selected procedures should be appropriate,
either according to criteria or approved by the CFMC
Physician Advisor. To assure the appropriateness of
inpatient hospital'2ation for these proecedures, the CFMC
wIll retrospectively monitor cases for which one of the
selected procedures is performed on an inpatient basis.
Any admission for one of the selected procedures which
occurs without CFMC approval, that is subsequently determined
not to be medically necessary will be retrospectively
denied.

b. SELECTIVE PREADMISSION REVIEW

(1) TIMING OF REVIEW

The physician's office must contact the CFMC Regional Office
for admission approval at the point in time that a patient is
scheduled for inpatient hospitalizaton for one of the selected
procedures if criteria for inpatient hospitalization or for the
procedure are not met. If the patient is already in the
hospital when it is determined that one of the selected procedures
(e.g. permanent pacemaker insertion) is to be performed on a
patient that does not meet criteria, the physician's office
must contact the CFMC Regional Office prior to performing the
procedure to obtain CFMC approval. In the instance of an
emergency admission which does not meet the criteria for
inpatient hospitalizaton, the physician's office must notify
the CFMC Regional Office of the admission by telephone within
24 hours or the first working day after admission.

i

III-B-12
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The CFMC Regional Office mist make a decision on the
necessity for inpatient hospitalization for the procedure
within forty-eight (48) hours (excluding weekends and
holidays) after telephone contact. The physician's office
will be notified via phone within forty-eight (48) hours
to be followed by written confirmation within three (3)
working days.

(2) R.N. COORDINATOR REVIEW

(a) MEDICARE PREADMISSION REVIEW lWORKSHEET

A CFMC R.N. Coordinator in the CFMC Regional Office
will document the information received from telephone
review on the Medicare Preadmission Review Worksheet
(refer to Attachment D, page E-271).

The worksheet will document the physician's specific
reason why the procedure cannot be performed on an
outpatient basis, or in the instance of permanent
pacemaker insertion or bunionectomy, why the procedure
is to be performed.

All cases will be referred to the Physician Advisor
for review and determination for the medical necessity
for inpatient versus outpatient hospitalization, or
the medical necessity for the procedure. The specific
reason for the Physician Advisor's approval or denial
determination will be documented on the worksheet.
The Preadmission Review Worksheet will be attached to
the appropriate RFpital Preadmission Review Log and
will be used to complete the Regional Preadmission
Review Activity Report (refer to Attachment E, page
E-272).

(b) MEDICARE PREADMISISON REVIEW LOG

The CFHC R.N. Coordinator will complete a Medicare
Preadmission Review Log (Attachment E, page E-272) by
hospital for each case reviewed. A copy of the
Preadmission Review Log will be provided to the CFMC
R.N. Coordinator conducting retrospective monitoring
for the hospital.

(3) PHYSICIAN ADVISOR REVIEW

The Physician Advisor will determine whether inpatient
hospitalization Is required and/or if the procedure is
medically necessary.

(4) INPATIENT HOSPITALIZATION AND PROCEDURE APPROVAL LETTER

If inpatient hospitalization and/or the procedure is
approved, the attending physician and the hospital will be
notified In writing within three (3) working days of
the determination (refer to Attachment F, page E-273).

Il1-B-13
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The Inpatient Hospitalization and Procedure Notification
Letter will be written on CFMC Regional stationery and
will be addressed to the attending physician.

A copy of the Approval Notification Letter will be given
to the hospital admission office to be placed in the
patient's medical record so that it will be available for
review by the CFMC R.N. Coordinator when performing
retrospective monitoring.

c. PREADMISSION DENIAL NOTIFICATION

(1) PREADMISSION DENIAL NOTIFICATION

If denial occurs as a result of the preadmission review,
the patient or his/her representative, attending physician,
hospital administration, hospital billing department, CFMC
Regional and Central Offices and the Fiscal Intermediary
will be notified in writing within three (3) working days
of the denial determination.

The Preadmission Procedure Non-Certification Letter (refer
to Attachment G, page E-474) will be written on CFMC
Regional stationery and will be addressed to the attending
physician. The procedure which is being denied will be
recorded. The specific reason for the denial determination
will be documented. The letter advises the patient or
his/her representative, attending physician and the
hospital of their rights for an appeal of the denial
determination. The letter must be signed by the Physician
Advisor and dated. Copies of the denial letter will be
distributed to the aforementioned parties. A copy of the
denial letter, along with the Preadmission Review Worksheet,
will be attached to the CFM4C Regional Preadmission Review
Report (Attachment E, page E-272).

(2) PREADMISSION APPEAL PROCEDURE

The appeal procedure for a preadmission denial is the same
as described under the PPS Review Appeal Procedure, (refer
to Section B.10, page 8D, except that the CFMC Regional
Appeals Panel has three (3) working days from the date of
written appeal request in which to make an appeal determination.

(3) INPATIENT DENIAL LETTER

If the patient is an inpatient when denial occurs, the
Inpatient Procedure Denial Letter will be distributed as
described under the Preadmission Denial Letter (part c
above). Under provisions of waiver-of-liability, the
patient cannot be billed by the hospital for services that
are retrospectively denied.

III-B-14
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(4) INPATIENT APPEAL PROCEDURE

The appeal procedure for an in-house denial is the same as
described under the PPS review appeal procedure, except
that a request for appeal of an inhouse patient should be
made within 24 hours or the first working day after
written denial notification and the CFMC must make a
determination within 3 working days of the request.

d. CFMC PREADMISSION REVIEW REPORT

Each CFMC Region will complete a Preadmission Review Report (Attachment
1, page E-278) summarizing preadmission review activity by hospital
on a monthly basis. Each report will cover the review activity
completed in one month. Preadmission review activity will be
reported only after all review, Including appeal, has been completed.
The CFMC region will mail the Preadmission Review Report to the CFMC
Central Office along with the CF(C Regional PPS Medical Review
Activity Report (refer to Section 8.11. page

e. RETROSPECTIVE MONITORING

(1) INTRODUCTION

The CFMC will retrospectivly monitor cases of hospitalization
in which one of the selected procedures was performed. Any of
these procedures that were performed on an inpatient basis
without CFMC approval, may be retrospectively determined not to
be medically necessary and may be retrospectively denied.

_Z_

(2) TIMING OF REVIEW

These cases will be reviewed at the same time that PPS
review activity is performed. (Refer to Admission Review
(general) Procedure, Section B.3.a, page 8-19).

(3) CASE IDENTIFICATION

Cases for review will be identified via the Medicare
Discharge Log (either the manually produced Medical
Discharge Log or the Fl data tape).

(4) SELECION OF CASES FOR REVIEW

The Medicare Preadmission Review Log (Attachment E, page E-272)
will be compared to the Medicare Discharge Log. All of the
selected procedures that did not have preadmission review and
approval will be reviewed retrospectively. For review of
Permanent Pacemaker Insertions refer to procedure, page B-39

III-B-15
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(5) OBTAINING MEDICAL RECORDS FOR REVIEW

The CFMC will send a Medical Records Request for PPS
Review Letter (Attachment K, page E-I) to the hospital
medical records department requesting the medical records
needed to perform review. The request must be dated at
least thirty (30) days proir to the date on which medical
records are requested. If a medical record is not available
on the date specified in the letter of request, the claim
will be denied (refer to Admission Review (general)
Procedure. Administrative Denial, Section 8.3.a, page

(6) REVIEW PROCESS

(a) MEDICAL RECORDS REVIEW (Administrative Denial)

The CFMC R.N. Coordinator will review to determine that
all the medical records requested are available for
review.

If the hospital does not provide the CFNC with a medical
record needed to perform review, the CFKC R.N. Coordinator
will send a second notificalon letter to the hospital by
certified mail informing them that the medical record must
be delivered to the CFMC Regional Office by a specified
date (within ten (10 calendar days of the notification),
or a copy of the second notification letter will be
forwarded to the Fiscal Intermeditary and the claim will
be administratively Jttoied. (Refer to Admission Review
(general) Procedure, 70ministrative Denial, Section B.3.a,
page B-19).

(b) COORDINATOR REVIEW

The CFMC R.N. Coordinator will review each case according
to the appropriate procedure criteria. If criteria
justifying inpatient hospitalization, or medical necessity
for the procedure are met, the R.N. Coordinator may
approve the case. The Coordinator will refer any case in
which criteria guidelines are not met, or if met are
questioned, to the Physician Advisor for review and
determination of the medical necessity and appropriateness
of the procedure, and/or inpatient hospitalization for
performing the procedure.

(c) PHYSICIAN ADVISOR REVIEW

If the medical record In the medical judgment of the
Physician Advisor contains sufficient information to
Justify the procedure and/or Inpatient hospitalization to
perform the procedure based on medical necessity (whether
or not screening criteria are met), the Physician Advisor
may approve inpatient hospitalization for the procedure.

Ill-B-16
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If the medical record in the medical judgment of the
Physician Advisor does not contain sufficient information
to justify the procedure and/or Inpatient hospitalization
to perform the procedure, the Physician Advisor must make
a reasonable attempt to contact the attending physician
either by telephone or letter (Refer to Physician Advisor
Letter to Attending Physician, Attachment 8, page
The attending physician will be given one week to respond
to either verbal or written contact or It will be denied
(Refer to Denial Procedure, Section 9.9, page

If the Physician Advisor after contact with the attending
physician determines that inpatient hospitalization for
the procedure is medically necessary and appropriate, the
case will be approved.

If the Physician Advisor after contact with the attending
physician determines that the procedure and/or inpatient
hospitalization for the procedure is not medically necessary,
the case will be denied. (Refer to Denial and Appeal
Procedure, below).

All cases which are referred to the Physician Advisor must
be documented on the PPS Review Document indicating the
reasons for the Physician Advisor's approval or denial.

(7) DENIAL NOTIFICATION

Within three (3) working days of a denial determination,
the CFMC will send a Retrospective Denial Notification
letter to the patient or his/her representative, attending
physician, hospital billing department, hospital administra-
tion, CFMC Central Office and the Fiscal Intermediary. A
copy of the denial letter will be filed in the CFMC
Regional Office (for Permanent Pacemaker Insertion refer
to Section B.4.a, page B-39).

The denial letter will be written on CFMC Regional stationery.
The denial letter will be addressed to the attending
physician with copies provided to the aforementioned
parties. The CFMC Regional Office will retain a copy of
the denial letter for their files. A copy of the denial
letter and the PPS Review Document will be attached to the
monthly CFMC Regional Report of PPS Medical Review Activity
(refer to Section B.11, pageB-84).

The denial letter will document the specific reason for
the denial determination. The denial letter states that
beneficiaries may not be held responsible for charges for
services furnished by the hospital in connection with
unnecessary admission or other inappropriate medical
practices in accordance with Section 602(f)(1) of Public
Law 98-21. Beneficiaries may-be charged only for deductible

111-5-17
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and co-insurance amounts. This section will be highlighted
(e.g. with a yellow marker) on the denial letter which Is
sent to the patient or his/her representative. The denial
letter informs the patient or his/her representative,
attending physician and the hospital of their rights of
appeal when denial occurs. The denial letter must be
signed by the Physician Advisor and dated.

(8) APPEAL PROCEDURE

Refer to PPS review appeal procedure, page

(9) REPORTING

Procedures except pacemaker insertion which are reviewed
as a part of retrospective monitoring will be included in
the CFMC Regional Report of PPS Medical Review Activity.
Refer to Permanent Pacemaker Procedure, Section B.4.a,
page for reporting procedures.

10) INTENSIFICATION OF REVIEW

Based upon. the PPrS Medical Reviw Activity Report, the
CFMC will intensify review as described below.

If a pattern is detected, the CFMC will institute appropriate
action, examples of which include but are not limited to:

(a) Institute communication/educational efforts with
the hospital and its personnel (this may include

- physfCians).

(b) Institute intensive prepayment review for
physicians with a pattern of noncooperation.

(c) If a pattern of abuse continues after CFMC
efforts of discussion and corrective action,
a sanction recommendation by the Board of Directors
will be made to the Secretary of the Department
of Health and Human Services (refer to Section
C.2., page B-109).

III-B-18
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June 29, 194

Mr. Donald R. Tabor
Contract Specialist HCFA
Contract Branch. WS
Room 6-10-A, East Nigh Rise Bu1ldling
6325 Security Boulevard
Baltimore, OD 21207

Dear Mr. Tabor,

The Colorado Foundation for Medical Care has made revisions pursuant to
our in-person discussions of June 25 and 26 In the PRO Technical Proposal
for Operation of a Utilization and Quality Control Peer Review Organization
(RFP-HCFA-84-015) as outlined below:

Attachment A

It was requested that the CFKC pFRide clarification of the rationale
for the development of an objective regarding coronary bypass surgery.
This clarification has been included in Attachment A.

Attachment B

It was requested of the CFMC that the number of deaths due to acute
myocardial infarction to be reduced be stated in specific terms. The
objective has been revised to include such specificity. Please refer to
page III A 117 for the interventions to be used for physician corrective
action. Attachment B contains pages which should be substituted in the
objective 'Reduce Avoidable Deaths."

Attachment C

Additional Information has been included in Attachment C which details
the proportion of DRG 243 discharges which are readmissions. The
figures in the revised objective of June 11, 1984 do, In fact, reflect
reductions in hospitalizations and not a shifting to outpatient hospital
care.

Attachment D

Clarification was requested from NCFA regarding a baseline rate for the
number of urinary tract infections In Colorado. This information has
been included in the substitute pages attached for that objective.
Please note on page 136 the changes made which substantiate the 20%
inappropriate use.

pSVO COLORADO'S PROFESSIONAL STANDARDS REVIEW ORGANIZATION
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Page 2
June 29. 1984

Attachment E

It was unclear to HCFA that In the objective on foot procedures (DR6
225) the CFMC would impact in two separate areas. 'admissions for
procedures that could be performed effectively and with adequate assurance
o0 patient safety in an ambulatory surgical setting or on an outpatient
basis' and the area of 'inappropriate or unnecessary admissions or
invasive Irocedures DY spec practitioners or in specitc nospitals'.
m 1s is more clearly stated 1i thLe attached revised objective. CFKL
believes that bunionectomies. if necessary, are properly performed on an
inpatient basis. The number of bunionectomles performed will be reduced
via a 1001 preadmission review methdology in three hospitals and retrospective
review at the remaining Colorado hospitals. There are four toe procedures
which are done with some frequency on an inpatient basis which could be
safely performed on an outpatient basis. There will be a reduction in
the number of such procedures performed on an Inpatient basis as a
result of the review methodology listed above.

Revised pages for this objective are attached as attachment E.

Attachment F

HCFA asked for clarification regarding the CFNC 's greadmission review
aiethodologies (selected preadmission review' and 100% preaamission
review'). A clarification is included as attachment F.

Attachment 6

The CFMC's quality objective on decubitus ulcers was deleted at the
request of HCFA. A substitute objective regarding the monitoring of
patients on aminoglycoside antibiotics has been prepared and is included
as attachment G.

Attachment H

For other objectives, ORG 294, IRG 134, tRG 39, DRG 116, IRGs 161-162,
RG 42, and ORGs 106-107 revised implementation schedules have been

proposed which outline the cases to be reduced in every area by quarter.
per year. and for the contract period.

PHDDS tape

The Foundation's data subcontractor. Commonwealth Clinical Systems, will
be submitting a 1982 tape with 114,312 records and an 1983 tape with
117,331 records on it to Don Sikora on M|onday, July 2nd. The 1983 tape
has 13,099 records which will not pass PHDD edits and are only provided
to provide a numbers count. These records are in the process of being
corrected. Taking the 114,312 x 1.0298 equals 117 718 for 1983 and this
number x 1.0298 equals 121,226, slightly lower than the 121,711 which we
requested. As a result of these calculations, we request our awarded
amount reflect the additional work load required as a result of the
additional 6,045 for year I and the anticipated 6,021 additional for
year 2. This has been calculated as follows:

(121,226 x 1.0298) - 118,818 * 6021.
We await your response after your discussion with Mr. Sikora.
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pge 3
June 29, 1984

It is the intent of the CFMC to develop objectives to address the
request of HCFA to reduce 4000 additional admissions over a two year
period. These objectives are In the process of development and will

reflect a reduction in admissions in the followiing ORisz SB RQ Ofl

91, 96. 971 98, 99. 100. 101 102. (Respiratory diseases - 2,400 cases

reducedA; mi. Tj Iedical Back ain - 200 admission cases reduced in

addition to the 200 readmissions outlined in the Medical Back Pain

Objective); and DRG 182 (digestive disorders - 1400 cases reduced).

It is understood that the CFMC will make denials only due to lack of
medical necessity or inappropriateness of care.

We believe that the above referenced information fully responds to your

requests. Upon review, should you require further information or

clarification please contact us. Based upon this Information submitted

and the action of our Board of Directors. we remain comoitted to working

with HSQB to resolve our differences Into an acceptable and mutually
compatible contract.

Sincerely.

Medical Director

Enclosures
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COLORADO FOUNDATION FOR MEDICAL CARE . )

PREADMISSION REVIEW FOR PRO

A SUMMARY

There are two types of preadmission review strategies which will be used
by the Colorado Foundation for Medical Care under the PRO contract.
They differ in intensity and will be used in different Circumstances
depending upon the of problem identified and the stage of implementation
in process.

The less intensive alternative is refered to in the objectives as
*selective preadmission review. This alternative involves the attending
or admitting physician using criteria supplied by the CFHC to pre-screen
cases which the physician would like to admit to the hospital. Using
these criteria, the physician can determine whether or not the patient
meets guidelines for admission and on that basis make a decision about
whether admission is appropriate. If the physician believes that
admission is appropriate even though the case does not fit in with the
guidelines or criteria supplied by CFHC. the physicaianwould be required
to contact the CFMC for preadmission authorization. In all cases for
the DRGs or procedures subject to selective preadmission review, the
cases admitted to the hospital for the procedure or with the DRG under
scrutiny would be reviewed retrospectively to determine whether the
physician made appropriate decisions regarding the need for hospitalization
and whether the physician sought preadmission authorization when required
(i.e. when the patient did not meet criteria for admission).

For example. the CFMC has stated that Carpal tunnel release procedures
can safely be performed on an outpatient basis in most cases. The CFMC
has criteria which outline in what instances the performance of this
procedure on an Inpatient basis may be appropriate. If the physician is
going to perform a carpal tunnel release procedure on a patient with
severe systemic disease (this is one of the circumstances under which
the CFHC has stated that inpatient care may be more appropriate) the
physician does not have to call the CFMC for preauthorization review.
The physician can admit the patient and perform the procedure. The case
will be reviewed retrospectively by the CFMC to determine whether or not
the physician's judgement about the patient meeting criteria for hospitalization
was correct. If it is found that the physician does not make appropriate
decisions regarding whether to seek preauthorization review, the physician
will be placed on 100I preadmission review. This means that the physician
must call for all admissions for carpal tunnel release regardless of
whether or not criteria for admission are met or not.

I

page I
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PREADMISSION REVIEW FOR PRO

As another example, the CfMC has established criteria for pacemaker
insertion. If a physician wishes to insert a pacemaker, the physician
will review the patient's case against the CFMC pacemaker insertion
criteria. If the patient does not meet the criteria, yet the physician
believes that insertion of the pacemaker is appropriate, the physician
will be required to Contact the CFMIC for pre-procedure authorization.
Again, all cases of pacemaker insertion will be retrospectively reviewed
to determine whether the criteria are being used appropriately and if
not, 100I preadmission review may be required.

All preadmision reviews of this 'selective' type will require a judgement
by a CFMC physician advisor since it Is already known that the case does
not meet screening criteria.

The 100I preadmission review program is a form of corrective action for
physicians who are unable to perform appropriately under selective
preadmission review. 100X preadmission review means that every case in
the category designated (i.e. carpal tunnel release, admissions for
uncomplicated diabetes) will require preadmission review. This type of
preadmission review will involve the physicain contacting a CFMC review
coordinator who will screen the case using the pre-established Criteria.
If criteria for hospital admission are met, the coordinator can approve
the admission. If criteria are not met the case will be referred to a
CFMC physician advisor for review. All cases will. again be retrospectively
reviewed to determine whether accurate information was provided during
the preadmission revie.7procS. s

page 2
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COLORADO FOUNDATION FOR MEDICAL CARE

MEMOPRNDUM

4-OR-85

TO: JUDIE LENHART

FROh: BILL WODO

SUBJECT: ADDITIONAL COSTS TO THE MEDICARE CONTRACT FOR 100% PRE ADMISSION

REVIEW

The following is th estimate of the additional costs required to

perfore 100% Pre Adnission rev:ew of all foot procedures. carpel tun'el 5,

casteracts, pacemakers, hernia repairs, DhS 42's and coronary bypasses.

Estimated nuabers are as follows;

Foot Procedure's * 600

Carpel Tunnel * 260
Cateracts - 5406
Pacemakers - 612

Hernia Repairs = 1466

DR6 42's * 387
Coronery Pvpass r 571

TOTAL = 9 i2

The c;rrent worvload for selective Fre-Adwission has been running at

approrieately 100 per oonth or 1200 per year. Therefore, we are talking about

an increase of approx. 9102 additional Pre Admission reviews.

At 15 min per review, this equates to an additional 2025 hrs of review

time over what is currently being expended. Based on the average amount of oor,

hrs available per year (t100), per FIE, this effort will require an additional

1.125 FTE coord. staff person to complete.Additionally there would be an

addit oral clerical load for copying amd mailing the approved forms or denial

letters to the appropriate recipients.This effort is estimated at 10 in. per

case.
Also,as part of this effort, all MOUs will have to be renegotiated

with the haspitals and educational sessions will have to be rerun. The estimate

for this effort is 16 hrs per hosp tal plus I hr travel time for sanagesent

staf f.

BUDGET ESTIMATE:

Mgt. Sal. 5 27,168,00

Coord. Sal,- tl9,2ES 04

Clerical * t 6,235.00

Total Sal * S 52,6Ci,00

FfF's 5 -$ 13,700.00

6 b A S 27,154.00
Suttotal P S O3,545.00

Physician Advisors:

Est, 1426 cases w:lI go to PA fo- review I 10 r:r; per review.

Est. PA costs = l1,SE3.00

59-303 0 - 86 - 16
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Telephone Exp.:
Additional Telephone expenses are estimated at S 15.000.00 to handle

the increase in Pre Admission revie s.
Postage:

Additional postage is estimated at t 7,130.00 to cover 4 mailings per
cace.

Data processing:
Data processing costs to cover the additional work load are

estia~ted at t 9,800.00
Travel;

Additional travel to support the renegotiation of MOU's, etc. is
estimated at S 1,000.00.

Per Dicer
Additional Per Diem to support the renegotiation of the MOU's is

estimated at t 700.00

The Total estimated tost or additional funds required over end above
what is currently funded amounts toot

S 139,059.00

cti Nank Reel
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DEPARTMENT OF HEALTH& HUMAN SERVICES Hot" Cae Fmwx,,g Adevnaiison

Regis. VWii
Fwerai Ofice BwItmg
f5f1 Stout Stisml
0mr co 80294

April 4, 1985 5 P

Mr. Aria P. Adalr, Jr.
Senior Vice President ;. ; -
Colorado Foundation for Medical Care
6825 East Tennessee Avenue, Building 2,

Suite 400
Post Office Box 17300
Denver, Colorado 80217

Dear Mr. Adair:

In addition to the discusion we have had relative to the point that your preadmission
review approach did not comply with HCFA contract requirements, I wrote to
Dr. Zelinger on March 14 for HSQB reaction and guidance.

Dr. Zelinger telephoned rne on March 28 to relate that the Colorrdo Focundtion
would have to abide by the contract and the specific guidance provided In the Peer
Review Organization Manual, March 1985, (IM 2003.6) page 13 B., Preadmission
Review, and page 17.

Thus, to enter into HCFA contract compliance, the Foundation must require the
physician to receive permission from the Foundation on every preadmission case for
hospital admission. Additionally, the Foundation must develop a process which will
be incorporated Into the PRO/Fl MOU that parallels the requirement on page 13,
IM-2003.6, which notifies the Intermediary of cases requiring preadmission approval
and annotation of or notice that the Foundation has approved the admission and the
intermediary can pay the claim.

Obviously, my position is one of supporting the HCFA contract requirements, and I
doubt if a contract modification would prove productive to the Foundation.

Please provide me with the necessary documentation validating compliance with the
HCFA contract requirements by April 19.

Sincerely yours,

nal q, ef
Meical Revie Branch
bivion of Health Standards and Quality
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COLORADO FOUNDATION FOR MEDICAL CARE

6E25 E Te-- : -.

March 28, 19B5 e Pe C GU'
Denve, CC': a-: F:.-

Telephonc ::-3c> 2

Mr. Tom Langan
Chief, PSRO Branch
Health Care Financing Administration
Region VIII
Federal Office Building
1961 Stout Street
Denver, Colorado 80294

Dear Mr. Langan:

The purpose of this letter is to respond to your correspondence of March 15
pertaining to the Foundation's application of preadmission review for its
Medicare PRO Contract. As we both know, the spirit of the PRO law is to allow
each hospital medical staff and hospital administration to assure the provision
of appropriate acute care services to Medicare recipients. The PRO legislation
and review system as designed by HCFA is intended to monitor medical staffs
and hospital administrations and to deny when inappropriate care has been
provided.

The response to the PRO proposal provided HCFA by the CFMC Incorporates this
philosophy within the preadmission review program. As noted In our proposal,
Section 111.8.19 through 27 as well as in Attachment A for the Amendments to
the PRO Technical Proposal. Attachment F. Pages 1 and 2, the Colorado Founda-
tion for Medical Care entered into contract with the Health Care Financing
Administration to provide a selective preadmission review program. Specifically,
this means that hospitals and medical staffs are provided the criteria by
which an attending physician can evaluate the appropriateness of admission on
a preadmission basis by reviewing the guidelines or criteria developed by the
CFMC. In the instance that the attending physician or the hospital questions
the appropriateness, the Foundation is available for a telephone preadmission
review. Whether the attending physician decides to participate in the pre-
admission review or not, the Foundation data system Is indentifying all cases
for a retrospective review.

The retrospective review may result In a retrospective denial, a process
which, in general, has been accepted by the Colorado medical community and the
hospital community. Additionally, the CFYC's relationship with Blue Cross/Blue
Shield, the fiscal intermediary, has been established along the same lines as
selective preadmission with the hospitals. That is, Blue Cross/ Blue Shield
has no problem in paying claims as they come in, recognizing that the CFMC on
an ongoing basis will be retrospectively identifying claims for which payment
may need to be recovered or withheld from the hospital account. We believe
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Mr. Tom Langan
March 27. 1985
Page Two

that the current system which is being run as proposed in the CFMC Technical
Proposal and Amendments thereto provides for a valid working mechanism of
assuring that Medicare only pays for medically necessary services. Further,
we recognize that the implementation of 100l preadmission will require addi-
tional costs for both the Foundation and the fiscal intermediary In addition
to putting an unneeded burden on professionally competent physicians and
hospitals who are working well with the existing system.

Accordingly, we believe that Colorado should be allowed to maintain its
existing preadmission review system without going to a 100l preadmission
requirement. Please let me know if you need any further information or If we
need to further discuss this issue in order to resolve any outstanding require-
ments.

Sincerely,

Al, Pt da .
Arja P. Adair, Jr.
Senior Vice President

APA:aci

cc: Kenneth A. Platt, M.D.
William J. Osheroff, M.D.
Ms. Judie Lenhart
Mr. Hank Reel
Carl toymel, Ph.D.
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DEPARTMENT OF HEALTH& HUMAN SERVICES .- aint. Cam Fmmnci,,

Ragion Vill
Cfde'II Quiet Biniosm

June 19, 1985 De." Sta' Str0e

Mr. Arja P. Adair, Jr.
Senior Vice President
Colorado Foundation for Medical Care 1 '
6825 East Tennessee Avenue, Building 2,
Suite 400 C F,. . :

Post Office Box 17300
Denver, Colorado 80217

Dear Mr. Adair:

I apologize for the Government's delay in analyzing and providing the Colorado
Foundation with comments on your letter of April 16 requesting a contract
modification to perform 100 percent preadmission review.

I will limit my comments to my recommendation to HSQB, which I submitted on
April 23, and a subsequent clarification provided to me this date on the status of the
Foundation's request. I would anticipate that you should receive HCFA's official
response within two weeks.

In my comments, I acknowledged the fact that HCFA signed the contract with the
Colorado Foundation with a definition (submitted June 29) of selected preadmission
review. However, the consensus, as I understand it, would be that the Foundation
should have understood the meaning of preadisission review as defined in the RFP. In
the original PRO proposal, there was not a clear understanding of what the
Foundation meant by selective. I believe HSQB intends to elaborate on this area.

The substance of my recommendation went to the point that the Foundation was not
required to perform 100 percent retrospective review, and could merely substitute
that effort with 100 percent preadmission review, and return to the mandated 5
percent sample, which should be more cost effective for the Foundation.

I did recommend approval of the telephone costs and consideration of a part time
R.N. to answer the telephone and complete the preadmission log at $10,000'.
However, in my telephone discussion with HSQB, it was indicated that the Foundation
jsftificrstion required greater detail

In summary, It is my understanding that the Colorado Foundation's request will be
rejected by the program, but I have no evidence in written form.

Sineerely yours,

omIagfChxi
Medical Review Znch
Division of Health Standards and Quality
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COLORADO FOUNDATION FOR MEDICAL CARE

ATTACHMENTS TO LETTER DATED JULY 10, 1985 TO MR. BILL TATE
PERTAINING TO INTERIM MANUAL 85-2

1. Letter dated May 16, 1985 from Mr. Arja P. Adalr, Jr. to Mr. Donald R.
Tabor

2. Memorandum dated April 12. 1985 from Ms. Judie Lenhart and Ms. Joanna

Rowe to Mr. Arja P. Adair. Jr.

3. Memorandum dated April 30, 1985 from Mr. Bill Wood to Mr. Hank Rael
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COLORADO FOUNDATION FOR MEDICAL CARE
May 16, 1985 Builairg 2 Sute 4O0

6825 E. Tennes-.ee Avenge
Mr. Donald R. Tabor, Contract Specialist P 0 Bo, 173n2
Department of Health and Human Services Denver. Cooa 2-^r-2?7
Health Care Financing Administration Telephone (30 ,321-F.:2
OPS/Contract Branch, Room G-10-A EHR
6325 Security Boulevard
Baltimore, Maryland 21207

Subject: Contract No. HCFA-500-84-0520 - No. 7
Cost Proposal to Implement Change in Scope of Work Directed by IM85-2
to Referenced Contract - Regarding Letter No. 6 dated April 16. 1985

Dear Mr. Tabor:

As reported to you in my letter dated April 3, 1985. the Foundation required
time to evaluate the impact on our negotiated Scope of Work for the implemen-
tation of IM85-2. We submitted the impact on the Scope of Work and cost for
preadmission on April 16, 1985. The purpose of this letter is to submit the
results of our analysis on the remaining items affecting our Scope of Work and
the cost impact.

Enclosed is the cost estimate to implement the changes to the Scope of Work,
as outlined and directed by !M85-2, to the Colorado Foundation's PRO Fixed
Price Contract. The major change In the Scope of Work, related to preadmission.
and the additional cost to implement this major task was submitted to you in
Letter No. 6 dated April 16, 1985. The total cost to implement the changes
directed by IM85-02, including the S139,058 for preadmission, amounts to a net
S220,840 for the period July 1. 1985 through July 30. 1986. This takes into
consideration the reductions in workload such as 2050.1 - Intensified Review
for $23,114.

Accordingly, the Foundation requests Contract Officer approval for implementa-
tion and reimbursement of this additional Scope of Work which was not part of
the negotiated contract entered into between the Colorado Foundation for
Medical Care and the Department of Health and Human Services, Health Care
Financing Administration effective August 1, 1984. We request your confirmation
of these changes to the contract and an authorization for additional reimburse-
ment given the additional work required In the Implementation of Interim
Manual 85-2. The Foundation intends to implement all provisions of these
rquirements as of July 1, 1985, pending the Health Care Financing Administration's
financial authorization.

Sincerely,

Arja P. Adair. Jr.
Executive Director

APA:eak
Attachment
cc: Kenneth A. Platt, M.D., Mr. Hank Reel, Mr. Tom Langan
bcc; William J. Osheroff. M.D., Ms. Judie Lenhart, Carl Boymel, Ph.D., Mr. Heinz

Mueller and Mr. Andrew Webber
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COLORADO FWNDATION 1IR MEDIC-AL CARE

MEMORANDUM HAND DELIVERED TO MR. TOM LANGAN ON MAY 23,
1985 WHO TELECOPIED THIS MEMORANDUM TO

TO: Arja P. Adair, Jr.. MR. DON TABOR
Senior Vice President

FROM: Judie Lenhart
Director of Reviw Operations

Joanna Rowe f
Manager of Rev<:> ogramns

DATE: April 12. 1935

SUBJECT: Medicare Transmittal MIN 85-2: Projected. Changes

The following changes and additions to the Medicare Review Program
are deliniated in Transmittal fIM 85-2. Some of the changes and/or
additions will nor require an increase in work, but a few have the
potential to be large increases. A list of the changes and/or
additions with an estimated work requirement follows:

Page Section Change Projected increase or decrease

6 2003 not copy Attending Physician 0
on DRG Coding changes-that
he/she is not responsible for
(procedure change)

8 2003.2 document beneficiary and certified mail,
facility receipt of preadmit 2 letters
notice (new requirement)

91b 2003.2 document attending physician 0
response to predenial (new
requirement)

11 2003.3 reopening initial denial. deter- 2.52 all DRG Validation!
mination to DRG Validation change
(new procedure)

12 2003.4 notification of intensified review 0
20 days after end of quarter
(new procedure)

15 2003.6 third party liability review 6 cases per quarter
(new procedure)

16 2004 plan to HCFA for extension of 0
review denial

18 2050 Noncovered Admissions with a 50 cases per year X 1-
Covered Level of Care.(new 50 hours per year
procedure)
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Arja P. Adair, Jr.
memorandum
April 12, 1985
page 2

Page Section Change Projected increase or decrease

20 2050.1 Excluded Items and Services
Review (new procedure)

20 2050.1 if 5% intensified review equals
5% of admissions do not have to
do 5% admission sample review
(procedure change)

22 2005.1 transfers from PPS Hospital

28 2050.1 if readmits have 2.5% denial rate
or 3, whichever greater, must review
readmits even if not related
(procedure change)

30 2050.1 review code editors prepay
(already do this change)

31 2050.2 Day Outlier (procedure change)

33 2050.2 Cost Review (new procedure and
changes)

less review

6 hospitals per quarter

0

less review-50 per month

reduction from 150 per
month to 75 reviews per
month at 4-6 hours per
review

37 2050.3 no warrenty information on pacemakers 0
(procedure change)

39 2050.4 Physician Attestation statement
(change procedure)

46 2050.4 Outpatient Services (procedure
change)

47 2050.4 re-review of PRO DRG changes
(procedural change)

48 2050.4 notice of DRG sample

52 2050.4 review of DRG claim adjustments
that adjust to a higher weighted
DRG-100% review (new procedure)

noncovered changes

1 review per hospital
per year 8

4
day=

672 hours

0

40 per month, less
appeals, pay I physician
for less review

0

*potential to be between
30,000 to 45,000 reviews
per year

see-page 1858 2060
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Arja i. Adair, Jr.
memorandum
April 12, 1985
page 3

Page Section Change Projected increase or decrease

60 2070.1 Record of Review Activity and
increase storage of records and
logs (procedural change)

61 2070.1 must keep denials for 6 years
(procedural change)

sample selection (procedural change)

see Carl for data
storage

increase storage for
2 years

see Carl-will be less
reviews

Please note that all projected changes are estimated as we do not
have a firm grasp on these procedures and numbers since the majority
of it rests upon the activity and performance of the hospitals and
the Fiscal Intermediary. Please see us if you still have concerns
or questions regarding our estimates.

Thank you.

JR/JL/crd
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REPORT OF THE BOARD OF TRUSTEES

Report: R
(1-85)

Subject: AML's Dfi Monitoring Project and
the Prospective Pricing System

Presented by: WL114a S. Hotchkisa, M.D., Chair n

Referred to: Reference Committee G
(Ed L. Calhoon, M.D., CMairmen)

1 At the 1984 interim Meeting, the ouse .,of Delegates adopted Board of
2 Trustees Report FF which contained early responses to the AMA's DEC
3 Monitoring Project. Report FF outluead not only major physician
4 concerns, but also contained an update on the Prospective Pricing System
5 (PPS), and identified some of the Association's activities in this area.
6
7 The following report in intended to provide the House of Delegates
8 itrh an updated discussion of the impact of the PPS based upon responses
9 received by the DEG Monitoring Project through August 31. 1985. A

10 summry of the current status and changes in the PPS are also included.

12 COMM SAN5 0F MM mS
13'
14 Hospitals Affected
15
16 All hospitals which were expected to operate umndr PPS are now doing
17 so. This represents a total of 5,405 or 81 percent of all hospitals
18 participating in the Medicare program. The remai1 1,246 or
19 approximately 19 percent of the hospitals participating in Medicare are
20 exempted from the PPS. These i-clude:
21
22 * 555 Short-stay hospitals in waivered states
23 * 464 Psychiatric hospitals
24 * 88 Long-term care hospitals
25 * 63 Rehabilitation hospitals
26 e 49 Chidren's hospitals
27 * 27 Alcohol/drug hospitals
28
29 In addition, 762 psychiatric uIts, 373 rehabilitation umits and 314
30 alcohol/drug treatment tuits in acute care hospitals are currently
31 exempted from the system.

Past House Action: I-84:154-161; A-84:342.344,348; I-83:200-201;
A-83:109-111,195-202,317-318;I-82:35-40,281;
A-80: 178-181
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1 Hospital hdmission
2
3 According to the August 1985 Health Care Financing Administration
4 (HCFA) Beckgroimd Puper, there were approximately 6.5 -llion Medicare
5 short-stay hospital admissions from October 1, 1984 through April 30,
6 1985. This represents a dectease of 5.4 percent for the same period in
7 fiscal year (FY) 1984.
8
9 The Professional Standards Review Organizations (PSROs) and the Peer

10 Review Organizations (IROs) have continued to examine a percentage of
11 Medicare hospital admissions and discharges. As of May 31, 1985, 32
12 percent of all PPS admiasions have been reviewed, resulting in the denial
13 of payment of 2.6 percent of the reviewed ad-issions. In FT 1984, 32
14 percent of all PPS admissions were also reviewed. Payment was denied for
15 2.8 percent of those reviewed admissions.
16
17 Length of Stay
18
19 Prom October 1, 1984, through April 30, 1985, the average length of
20 stay (LOS) for Medicare patients in FPS ehort-_tay hospitals was 7.7
21 days, which is slightly higher then tha 7.6 days for the sae period in
22 FY 1984. The average LOS for Medicare patients In all short-stay
23 hospitals, includng exempted hospitals, was 9.0 days in PT 1984. In
24 addition, HCFA notes rhae comparisons between PY 1984 and FT 1985 are
25 difficult because of the geographic variation of PPS phase-in during FY
26 1984 and a lack of a complete year's worth of data in PT 1985.
27
28 Ten Most common DiG
29
30 Table 1 presents the ten most comamn d4agnosis related groupings into
31 which discharges have been classified through July 28, 1985, as reported
32 by H GA. These 'top ten DIGs have accounted for 29 percent of all PPS
33 discharges during the current fiscal year. As can be noted in Table 1,
34 there is a year-co-year fluctuation in DIG ranks. For example, while DRG
35 96 (Bronchitis and Asthma) moved from twelfth place in FT 1984 to sixth
36 place in nY 1985, DRG 39 (Len- Procedures) dropped from third place in FY
37 1984 to eleventh place in nY 1965.
38
39 CRAM=8s TH SZ s
40
41 HCFA has continued to receive recomendationa for PPS modifications
42 from the AMA and other health care organizations. Based on these
43 recomendations and due to experiences with the system, HCFA wan expected
44 to implement the following changes, effective October 1, 1985.
45
46 Pament Lates

47
48 In analyzing the combined effect of the forecasted increase In the
49 hospital market basket, the proposed composite factor, and the proposed
50 composite policy target adjustment factor, HCPA concluded that the FT 1986
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payment level should be 4.42% below the existing payment level. However,
in its scheduled PPS rule change, HCFA will set the FT 1986 standardized
payment rates at the same level as the FT 1985 payment rates.

Haspitals Affected

The states of Massachusetts end New York will not seek renewal of
their waivers which currently exclude them from the Medicare PPS.
Effective October 1. 1985, Massachusetts will be included in the PPS, as
will New York, effective January 1, 1986.

TASTY 1

PROSPECTIVE PAMUNT SYSTEM MONITORING
TEN MOST COMON DRXs

October 1, 1984 through July 28, 1985

Dmesriptian &ba_

Heart Failure and Shock
Simple Pneumonia and
Pleurisy

AnAina PectoriS
Esophagitis, Gastroenteritis,
Misc. Digestive Disorders

Specific Cerebrovascular
Disorders

Bronchitis and Astima
Cardiac Arrhythmia &
Conduction Disorders

Nutritional and Misc.
Metabolic Disorders

Chronic Obstructive
Pulmonary Disease

Medical Beck Problems

210,720

163,987
134,623
133,011

126,148
B9,829

85,769
81,837

Percent of
Dischaorges

5.2

4.1
3.3
3.3

3.1
2.2

2.1
2.0

74,910 1.9
71,866 1.8

SCEUC: Health CQre Fina-uc4g AMigitrsttio

M3G Reclasaifications

Hc Q. was expected to iLplment the following DBG change.
effective October 1, 1985:

* Bilateral Joint Procedure. - In the first DRC Monitoring
Project Report, the Board of Trustees reported that many
physicins were concerned with inadequate reimbursement for
bilateral knee and hip replacements which were classified
under DEG 209 (Major Joint Procedures). HCFA has created

FY84 ER
Rank NO.

FT85
laR

1
2

3
4

5

6
7

8

9

10

2

4

12
8

10

9

127
089

140
182

014

096
138

296

0O8

243
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1 D8G 471 (Bilateral or Multiple Major Joint Procedures of the
2 Lower Extremity) to encompase certain combinations of major
3 joint procedures within DEC 209 that may be performed during the
4 same hospital stay. Any bilateral knee and/or hip replacements
5 that are performed during the same bospital stay will now be
6 aasigned to DRC 471. In general, paymaets for these procedures
7 will be increased under DEC 471.
8
9 * Kidney Transplants for Diabetic Patients - Diabetic

10 patients with eand stage renal disease (ESD) who receive
11 idney transplats are currently classified into D8G 468
12 (Uurelated 0.8. Procedures). 8wever, according to HCPh,
13 since these patients required the clinical services end
14 resources described for DEC 302 (Kidney Transplant),
15 diabetic ERSD patients who receive kidney transplants will
16 now be clasified Into DEG 302. In general, payments for
17 kidney transplants will be increased under this
18 reclaesficstron.
19
20 a Alcohol and Drug Abuse D8&s - According to HCFA. the
21 content and relative weights of DRCs 433-437 h-ve b'
22 revised and recalibrated to accurately account for
23 resources utilized in these D8Gs. HCPA believes that these
24 D&G. will provide a better s of distinguishig the
2S cases in which substance abuse results in hospitalization
26 and cases in which substance abuse requires both
27 detoification eand rehabilitation care. The substance
28 abuse cases will nm be classified into the following D&Gs:
29
30 -DEG 433 - Substance Use and Substance
31 Induced Organic Medical Dieorders, Left
32 Against Medical Advice.
33
34 -DC 434 - Substance Abuse,
35 Intoxication, or Ind-ced Mental Syndrome
36 Except Dependence.
37
38 -DRt 435 - Substace Depesace,
39 Detox4fication and/or other Smptomatic
40 Treatment.
41
42 -MO 436 - Substance Dependence,
43 Rehabilitation r rapy.
44
45 -DRC 437 - Subetence Dependence,
46 Combined Rehabilitation and
47 Detoxification Therapy.
48
49 At this time, any changee in payments under revised DlUs 433-437
50 cnt be estimated.
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1 Recalibration of MG Weiahts
2
3 The DIG relative weights currently used by the PPS are based on 1981
4 hospital operating cost information and data. For FT 1986, HCFA has
5 recalibrated the DRG weights utilizing actual charge data set forth in
6 the FT 1984 data set. besides being more recent, this data van derived
7 from 100 percent of FT 1984 Medicare hospital discharges, compared to the
8 FT 1981 data which consisted of a 20 percent sample of Part A inpatient
9 hospital bills.

10
11 In addition, many physicians have raised concerns that reimbursement
12 payments are not adequate for cardiac pacemaker implantations (DRG.
13 115-18), intraocular lans procedures (DRG 39), and infective
14 endocarditis (DIG 126). While HCFA has not selectively revised these
15 DRGs, they have recalibrated the relative weights based on the FT 1984
16 data. Except for DRG 117, the relative weights for all the above DRGs
17 will increase in Fn 1986.
18
19 Outliers
20
21 The PPS has continued to authorize additional payments for atypical
22 or -outlier' cases, which are defined as cases involving an unusual ly
23 long length of stay (day outlier) or cases in which the costs are
24 substantially above the DRG rate (cost outlier). Scheduled HCFA

25 modifications for sll DRGs include inresaing the threshold for cost

26 outliers from $13,000 to $13,500 and decreasing the length of stay
27 outlier criteria from 22 to 17 days.
28
29 EG MONIT(3.iG PRJT
30
31 Purpose
32
33 The AMA's DEG Monitoring Project was designed as an information
34 assessment activity to elicit reactions and comments from physicians on
35 the impact of the PPS in their hospitals, and to identify 'problem' areas
36 that may necessitate further study. The information obtained from the
37 project has been, and continues to be, instrumental in developing
38 congressional testimony, formulating policy and seeking modifications in
39 the PPS, and providing input into scientific studies.
40
41 Implementation
42
43 The DEG Monitoring Project vas implemented in June 1984. During the

44 pact 16 months, the AMA has elicited physician responses through letters
45 written to the chlefs of medical staffs in all U.S. hospitals on the PPS,
46 and through advertisements in AM News and JAMA. Several state medical
47 associations, national medical specialty societies, and hospital medical
48 staffs have also promoted the project through their newsletters.
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1 Status
2
3 As of August 31, 1985, 389 written responses representing
4 approximately 7800 physicians have been received by the AMA. Comsents
5 were provided by physicians in 40 states, 20 different medical
6 specialties, teachlin and wouteaching institutions, and urban 'and rural
7 are" . A majority of the responses were received from chief6 of medical
8 staff. who incorporated the cw ents of their entire medical staffs.
9 Several chiefs of staffs conducted their own surveys and forwarded the

10 results to the D31 monitoring Project.
1i

12 The majority of responses presented views on several issues and a
13 number contained detailed supporting documentation. The areas of msar
14 coamon concern were:
15
16 * quality of care
17 Costs of care
18 * Length of stay
19 * Admissionldischarge policies
20 * Administrative relations
21

22 A sumary of these categories is presented below.
23
24 Quality of Care
25
26 Of the c neuts received concerning quality of care, 66 percent
27 stated that the quality had deteriorated, while 34 percent stated that
28 the quality had either improved or remained the sase.
29
30 One major concers encotmtered by many physicians involves hospital
31 stays in which a second patient condition or complication also requires
32 treatment. Some physicians reported that they have been discouraged from
33 providing imediate treat t for a second condition. because the
34 hospital may not receive additional reimbursement for a second procedure.
35
36 Saoe physicians also expressed concerns over the effect that early
37 discharges may have on the health care of patients. Hazy physicians face
38 the dila of either prolonging their patieuze' length of stay, or
39 discharging them to alternative health care facilities. According to one
40 respondent:
41
42 a number of patients we have had have been forced in a
43 certain respect to go Into (en alternative health care
44 facility) from the hospital because they have not been able
45 to go home yet and should have remained in the hospital,
46 but could not because of marked overextension of their
47 health care costs. I do feel some of these patients are
48 receiving a lesser quality of care than other patients.'
49
50 Another concern involved administrative pressure to place limi-
51 tations on laboratory tests and procedures. Many physicians reported
52 that quality of care may be affected by a decrease in the use of
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1 favorable influences by emphasizing preAd-ission testing and discharges

2 to hose care, others have questioned the quality of care when patients

3 are discharged early to alternative health care facilities.
4
5 Administrative Rlaltios
6
7 Of the letters received addresaing administrative relations, 42

8 percent reported a detarioration in aduinistration-physician relations,

9 30 percent reported no change, and 28 percent reported an improvement in

10 relations. The negative commenta related to administrative 'pressures'

Ul to shorten LOS through early discharges; to delay treatment of secondary

12 conditions or complications; to decrease the utilization of sone

13 laboratory tests; and to perform some procedures on an outpatient basis

14 regardless of patient age and mobility. The positive comments related

15 adinistrative efforts to develop medical education programs and

16 literature on DRGs; to provide physicis with cost of treatment records

17 comparing individual averages to medical staff averages; and to develop

18 DRG comittees comprised of physicians, administrators and ancillary

19 hoapital personnel.
20
21 Smry of WeY F1ainas
22
23 The D2W Monitoring Project has continued to receive both positive and

24 negative coinents regarding the impact of the PPS on patients, hospitals

25 and physicians. The area which respondents identified as requiring

26 further study include:
27
28 * Tha concern for deteriorating quality of care due to early

29 discharges, limitations on laboratory rests, and hospital

30 stays in which a second patient condition or complication

31 requires treas t.
32
33 * The failure of Dt~e to account for the severity of ilness

34 of Individual patients.
35
36 T The continued fU- il risks faced by small and rural

37 hospitals.
38
39 * The average LOS continues to be questionad for specific

40 DBGs, such as traumatic stupor plus co, surgery on

41 cranial nerves, and nervous system neoplasms.
42
43 Positive coments have noted some instances in which costs have been

44 cut end quality of care retained through the use of outpatient treatment.

45 preadmission testing and discharges to home health care. Other comments

46 have reported a positive effect that the PPS has had on improving

co=mication between administrators and physicians.
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1 laboratory tests nece sary for proper diagn sis. In the words of one
2 respondent:
3
4 Eventually the quelity jesue will focus on
5 uodarurtiliation of the necessities of care by all
6 providers (physicians and hospitals) versus the
7 overutIlization of the past.'
8
9 Cost of Care

10
11 Of the comeents received regarding the cost of care, 85 percent
12 reported that reimbursement to their hospitals was in-adquate for
13 one or more DPCe. Fifteen percent of the coaments stated that
14 either the hospital has not lost money through DRC reimbursement, or
15 the hospital was able to bring costs in 1*ne with reimbursement.
16 major areas of concern coutinue to be that: (1) severity of illness
17 is nor appropriately accounted for in DRie; (2) small or rural
18 hospitals are continuing to experience losses on DRGs; (3) bilateral
19 hip and knee replacents have the same reimbursement as unilateral
20 procedures; and (4) reimbursement is i<adequate for cardiac
21 pacemakers, lane procedures, and treateet for infective
22 endocarditis.
23
24 Legth of StaW
25
26 Of the comments received regarding length of stay (LOS). 65
27 percent of the respondents stated that LOS had decreased under the
28 PPS, while 10 percent said that there bad been no change in LOS.
29 The remainng 25 percent of the respondents did not acknowledge a
30 change in LOS, but questioned the appropriateness of LOS for certain
31 DRGs. Some of these include:
32
33 * DRG 8 (Surgery on Cranisa Nerves, over age 70 - mean LOS of 4.1
34 days)
35 e DRG 11 (Nervous System Neoplasma, under age 70 - LOS of 8.5
36 days)
37 a DRG 29 (Traumatic Stupor plus Coma, one-hour - mean LOS of 3.8
38 days)
39
40 AA-Imsion/Discharge Policies
41
42 Of the comments received concerning admission and discharge policies,
43 43 percent reported that there was pressure to discharge patients early,
44 32 percent stated that policies had changed for the better, and the
45 remaining 25 percent stated that they have not noticed a change in
46 hospital discharge policies.
47
48 The presumed reason behind early discharges involves keeping the LOS
49 at the mean LOS for most DiGs, thus enabling the hospital to maintain
50 'break even" reimbursement. While some physicians have reported
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1 JUTUmz ACTIVITIES BA ON M MNOITORING 2lDJUCT

2
3 The DIG Monitoring Project will be an ongoing activity throughout

4 the final year of the PPS phase-in. be oard of Trustees urge

5 physicians to continue to report their experiences to the following

6 address:
7
8 ANA's DG bonitoring Project
9 Department of Health Care Resources

10 P.O. Box 10947
11 Chicago, Ullinois 60610
12
13 The information will be used to,
14
15 * Identify the particular probleA areas which have been, and

16 will continue to be, forwarded to HCPA, utilised in

17 congressional testimony, etc.
18
19 * Provide background information for a proposed joint

20 ANA-Jomas Hopkins University study of the long-term effects

21 of the PPS on the quality of health care for Medicare

22 beneficiaries.
23
24 * Aid in the continued developuent of policy initiatives and

25 programs for physicians sad patients.
26
27 The Board of Trustees will report to the House of Delegates on future

28 DIG Monitoring Project findings.
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Health CAre Fuan ng
DEPARTMENT OF HEALTH & HUMAN SERVICES Adminisiroo

Regional Qftive VI) 1200 Main Tower Buildmg
_allas, T.,As 75202

September 6, 19S5

Regional PRO Letter E5-16

Subject: Quality Review -Premature Discharge Cases

In the process of reviewing cases, PROs should be alert to problems with quality of
care, including premature discharges. Wheth-r it results in readmission to the same
or a different hospital or in no readmission at all, a premature discharge is an
example of poor quality of care and must be addressed.

No matter what the basis for reviewing an individual case (i.e., admission sample,
seven-day readmit, etc.) if the PRO reviewer believes the discharge to have been
premature, he/she should refer the case to the appropriate area within the PRO for
consideration of intensifying review of that hospital's admissions or developing a
sanction action.

The same wculd be true a: alegativi~s uf premature discharge which the HCFA
Regional Office (RO) receives and forwards to PRO's for evaluation. The RO
receives complaints about premature hospital discharges through Congressional
offices, directly from beneficiaries, from fiscal intermediaries (through their review
of home health and skilled nursiig facility claims) and other sources. When the RO
refers such a case to a PRO, the PRO should consider It as the basis for possible
intensified review of a hospital or sanction action, depending on the PRO's analysis of
the case. The RO may ask the PRO for feedback on individual cases, subject to the
provisions of the confidentiality regulations.

During our quarterly reviews we will evaluate the action that each PRO has taken on
premature discharge cases, both those that the PRO has identified and those the RO
has referred.

Likewise, the Super-PRO will be en.mining sample cases for quality problems which
the PRO may have failed to detect, utilizing generic criteria where individual PRO
criteria may be lacking. In the interest of efficient performance of quality review
you may wish to assure that quality criteria tincluding those for under-treatment
and/or premature hospital discharge) are utilized in the review of all cases. PRO
worksheets should document the outcome of quality review on each case.

I :.ou have any questions, picase cati me at (14 i3 .1

%~LessarChief
Medical Reviv. Branch
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D~rAITMENT OF HEALTH & HUMAN StR%, icF

*14 I A 1- ~f % A A 1A01C7

MIrtL3ILAV¶C
MEDICAID20

September 6, I985

Edward 3. Lynch, Executive Vice President
Health Care Review, Inc.
The WeId Building
343 Blackstone Boulevard
Providence, Rhode Island OZ906

Dear Mr. Lynch:

ADMIN S RA7ItON
vition .at Hoft- cr n d.rd & O..jt

A ,- '

Jv.. r K-6ts, r.6-! Bid,
cQ--.,, c_-..

1s-o1- MA 02203

tB i' A O - tia

SEP i U SEVi, wUc

We are writing this letter in response to your request of August s, 1985, regarding
your ability, under existing confidentiality regulations, to cooperate with the
Rhode Island Medical Society Committee that is interested In exchanging
Information regarding Impaired physicians who are identified through the peer
review process.

Disclosure regulations found at 476.103(bXZ) would seemingly allow for this
disclosure, without notification to the practitioner of Intent to disclose, when
"imminent danger to Individuals or the public health' exist. Our only concern Is
that we are uncertain as to the ability of the committee to meet our definition of a
"licensing or certification body'. As PROs are only allowed to disclose "in such
cases and under such circumstances as the Secretary shall by regulations provide ...
we have referred your question to our central office of HSQ5 and will share their
Interpretation as soon as we are Informed.

Please contact Lin Parsons at (617) 223.5S07 If you have any further questions
prior to our relaying our final answer.

,S4cerely your

A.n 4112. Ksaian-
Chief, Medical Review Branch
Division of Health Standards

and Quality
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AINPRAI AMERICAN MEDICAL PEER REVIEW ASSOCIATION

44OFIRSTSTREET.N.W. * SUITE 510 * WASHINGTON DC 20001 * (202) 6 I85S3

( September 6, 1985

C. McClain Haddow
- Acting Administrator

Health Care Financing Administration
200 Independence Avenue, S.W., Room 314G
W Yashington, D.C. 20201

~,.^u Dear Mr. Haddow:

On behalf of the American Medical Peer Review Association (AMPRA) and its

member Peer Review Organizations (PROs), I am writing to express the

growing concern of PROS that their contracted scope of work is being

increased without formal modification of contracts and the opportunit to

>' negotiate additional contract dollari. While many PROs have filed claims

for increased payment under the *Changes provision of their PRO

. _.,..... contracts, they have not received responses from HCFA in a timely mhanner.

Further, the responses to date have not been favorable. There has not

W.G^_"O been a single PRO that has received additional renumeration for documented

evidence of Increased work effort.

A sampling of instructions recently issued by the Health Standards and

Quality Bureau which have increased the original scope of work include:

Transmittal 85-2, where PROs are now required to issue technical denials,

reopen denials to DRG changes, certify physician attestations. review

every day of a hospital stay to determine if at any tine during the

_ hospital stay medical necessity exists; store medical records for an

additional time period; a recent manual expanding readmission and transfer

review; SUPERPRO guidelines.

W _ hile AMPRA recognizes the need for modification of existing contracts as

.* -v we learn more about review under PPS, formal change orders and the

4 ; X opportunity for negotiation of additional dollars must accompany all new

instruction to PROs. Further, whenever there is a change order the lead

time for implementation must be mutually agreeable to all contracting

- i parties. AMPRA seeks balance in federal contracting administration

recognizing the unique nature of physician peer review.

We thank you for your consideration of this issue and look forward to your

_ reply. I an anxious to meet with you to discuss this situation, and to

pursue other areas of mutual concern regarding physician peer review and

__ the PRO programr

' 1Sincerely.

Andrew Webber
Executive Vice President

( cc: Phil Nathanson, Director of HSQB
William Tate, PRO Contract Specialist
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r)g EPARTAttNTDF H§EALMl & IIUtAN~ T-stCE I-w8'Ai5'

-.. ~ Memorandum

~epmber 9, 19S5 //

Clairence 3. f~oooe gsoociate Regional Adlministrator RE r C, 'i 0
Divison of Hcaltn Standards & Qualit, Regton IV r-

Disclosure of PRO Data

All PRO Contractors - Region IV

Attached for your information is an OGC opinion explaining what information
PROs may disclose to Congressionai staff.

if further information, is required, please contact your project officer.

Attachment

Dato

SbInec:
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OII.C- Cat Il Ge.aL CsW-,,:
Wflthngv, 0C 20201

HEALTH CARE FINANCIEG AND HUMAN
DEVELOPMENT SERVICES DXVISION

MEMORANDUH M 28W

TO : Philip Nathanson
Director
HSQB, HCFA

FROM * Robert P. Jaye
Deputy Assistant General Counsel

SUBJECT: Disclosure of PRO Data to Congressional Committee

You have asked whether you are legally authorized to respond
positively to a request from congressional committee staff to
release (or require a Peer Revicw Org."ization to release)
patient-identifiable documents in the possession of the PRO. It
is our conclusion that the statute and regulations preclude such
disclosure. J

Section 1160 of the Social Security Act forbids a Peer Review
Organization from disclosing 'any data or information acquired
* . . in the exercise of its duties and functions. . . .' There
are several exceptions listed. First, disclosure can occur 'to
the extent . . . necessary to carry out the purposes of' Title
XI-B. Second, 'in such cases and under such circumstances as the
Secretary shall by regulations provide to assure adequate
protection of the rights and interests of patients, health care
practitioners,- or providers of health care.' Third, disclosure
can occur to assist various federal and state agencies 'recognized
by the Secretary' aa having responsibility for dealing with fraud
and abuse, licensing and certification, and health planning. The
regulations issued on April 17, 1985, allowed disclosure to the
General Accounting office, the Investigatory arm of the Congress
but not to any other legislative body. See, e.g., 42 C.F.R.
SS476.106(b)(1), 476.139(a)(1)(iii). 476.140(b), be).

_ This rmemoranduw does not address the situation which would
exist If a duly authorized subpoena was issued for the
information in question./The memorandum i restricted to
discuasIng your authority and obligations in rooponec to an oral
or written request for the data. /
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Page 2 - Philip Nathanson

Since the stfiutrP PYprPn~iy refprc to regulatione of the
Secretary, those regulations have legislative effect, and are
entitled to more than the usual deference by the courts. Needless
to say, they are binding on MCFA and all of its officials and
employees. In this connection, I would call your attention to the
criminal provisions of S1160(c) of the Act for unauthorized
disclosure.

Thus, it ia our conclusion that disclosure of PRO information
to a congressional committee, is not authorized, and is, indeed,
prohibited. The mechanism specified in the regulations for
Congress to obtain access to this information is to have the
General Accounting office make a request for it.
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DEPARTMIENT OF HEALTH & HUM AN SERVICES

0n- September 11, 1985

Ffom Associate Regional Administrator, Division of Health Standards and Quality
Health Care Financing Administration, Boston Regional Office

PRO Identification of Quality issues
T.:

Director, Health Standards and Quality
Health Care Financing Administration, Baltimore

lemorandum

We are writing to request your assistance in responding to a PRO in Region I
concerning the action HCFA anticipates fromn a PRO on identified quality issues.

While HCFA has expressed the position that PRO costs for resolving Quality
problems a- ,. .. i;, cruriEnt contracts, the relative performance (and
workload) of PROs which have or have not identified Quality problems has caused
us sufficient questions as to require your input.

As you will note from the attached, Health Care Review has identified a
significant number of quality issues in Rhode Island and Maine. While the
attachment reflect samples of 20 and 11 non-pren.ature discharge qu'.iity
problems, respectively, the PRO has reported 62 and 9 premature discharges and 13
transfers via the HCFA-516.

As you may recall from reviewing Regional Statistics, the following reflects the
level of premature discharge Quality problems identified via the 516s for Region I
PROs:

Via 516 Other

Connecticut 0
Maine 9
Massachusetts 0
New Hampshire 0
Rhode Island 62
Vermont 7

Assuming relatively comparable funding levels at all PROs, we have also reviewed
the relative amount of required review and its workload impact for each Region I
PRO. Our Summarized results are as follows:

Exempt
Denied Paid Unit Paid Referred to RO
Adm Ui;der T-ransfer Under Premature
Review Ivir Denied Wair Transfers Discharge

Conn. 3.3% 58% 19.55% 96% 4 0
Maine 5.92 11% 13.08% 0% 0 9
Mass. 2.61 0 0 0 0 0
N.H. 2.17 13% 0 0 0 0
R.I. 5.16 15% 5.69% 0 13 62
VT 1.51 5% 60% 0 0 7
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Based on the above and other reports analysis, we have determined that all Region
I PROs are performing the required amounts of review. However, as reflected
above, the nature of their findings and the workload impact of such vary
significantly.

Since there is no reason to believe that utilization or quality problems in one state
are significantly different from another, we are uncertain as to how to interpret
-these data. At this point, we are unable to determine wheter some PROs are under
performing, in light of the activities for which they have been funded, or another
PRO is identifying a workload for itself beyond that it was funded to address.

May we have your comments on this matter so that we may respond to this inquiry.

Lreon-FIX
Lawrence Osborn AI-
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THE KANSAS FOUNDATION FOR MEDICAL CARE INC.

September 13. 19S5

Ms. Brenda Burton
C PRO Project Officer

Medical Review Branch
MO Health Standards and Quality Bureau

Health Care Financing Administration
Department of HHS, Region VII

,scO l .o Federal Office Building, Room 2b4
J>--' C 601 East 12th Street

Kansas City, Missouri 641 6

RE; HCFA 500-84-0506
i0l 30

C. R.. Ston.. f.D Dear Brenda:

The recent transmittal 65-S concerning readmission and transfer
review has raised an important question from the perspective of
several Kansas hospitals. The question deals with skilled nursing
level of care.

Under current regulations there is a requirement of a three day
qualifying stay at an acute level of care prior to admission of a
patient to a skilled nursing level of care allowing coverage by the
Medicare program. In some instances the patient does not require an
acute level of care but does require a skilled nursing level of
care. If the PRO denies the acute hospitalization, therefore
eliminating the three day qualifying stay, does this eliminate
coverage by Medicare of the skilled nursing level of care?

A complication of this whole matter deals with the fact that the new
regulations require a PRO to submit a sanction for a hospital that
has three inappropriate transfers or readmissions within a calendar
quarter. It can be interpreted that the admission to the acute
facility was inappropriate and therefore the transfer to the skilled
nursing facility was inappropriate and thus would require the PRO to
sanction the facility that was involved in this type of activity.

II.
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is. Brenda Burton
September 13, 158$
Page 2

if our ueoerstanoing of the above activities are interpreted as
inappropriate transfers, then we believe that this interpretation
destroys one of the objectives of the swing bed program and that is
to provide smaller hospitals with an opportunity to provide needed
skilled nursing level services. Potential jeopardy of a sanction
caused by the qualifying stay of three days, which is considered to
be medically unnecessary, will place the hospital at risk. This is
a risk that most hospitals will not be willing to assume and will
reduce the availability of needed skilled nursing level of care.

Your assistance in clarifying this matter will be greatly
appreciated.

Sincerely yours,

-.

Larry W. Pitman
Executive Director

de

104408-70/71
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Health Care Review Inc.
Tree Weld Buvdng,
34S Slackslode Bculcvard
Prooderce Rhode Island 02906

,1 (401) 331.666

Eo.4J bt c
f -.,t.n vt. res.-,nt

Q A I P T

QDAIlT ISSUFS PROTOCOL

APPROVED BY THE
BOARD Or DIRECTORS
OF VEALTH CARE REVIEW IKC.
ON SEPTDEMER 17. 1985

59-303 0 - 86 - 17
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?'.AINE PHOTOCOL
OUALITY ISSUES

The Maine Quality Review Committee of Health Care Review Inc.

has developed the following system for detecting, evaluation, and

remedying quality of care problems not targeted by the five studies

required by Health Care Financing Administration.

1. Recog nitio of possible quality of care issues information, data
or deitaiso~tained from medictal record review that may represent

substandard care or other specific problemsare obtained from several

ongoing review mechanisms within the PRO. First, ongoing quality

review studies conducted by the Quality Assurance department may

illuminate some unsuspected problems. These problems may be supple-

mented by referred quality issues identified by nurses and physician

advisors during the utilization review process. These problems may

represent serious deficiencies in quality of care presenting an

imminent danger to the health, safety or well-being of a p~atient or

vlacina the Patient in unnecessary high-risk situations. The problem

may represent minor deficiencies in care including; services or itens

imDroperly or inappropriately provided, services which should have

been provided but were not, complications which would not be expected

as part of the natural disease process, etc. The problems may involve

individual adverse events or patterns of substandard care.

II. Obligation of Sufficient Cause and Due Process: To uphold the stan-
dard of peer review and certify that all information or evidence

on each case questioned will be correct, accurate and above reason-

able doubt, all problems, incidents or adverse quality issues will-be

brought to the committee for initial assessment. All available

documents or records customarily available will be provided for the

committee in this review. The committee must first attest to the

reasonableness and accuracy of the evidence provided before the case

is documented as a problem and action is taken. For a specific case,

should there be doubt or insufficient evidence, the committee may

deligate a peer merber of the committee to directly contact the

attending physician involved for clarification or additional
information.

sI7 Review Mechanism

The co mittee will determine whether a quality of care deficiency

is present, what level of deficiency is present and whether a

physician or hospital should be held accountable. If the committee

is unable to make this determination,the case will be referred to

a physician reviewer, specializing in an area of medicine relevant

to the problem.

If the committee and/or physician reviewer determines that the

deficiency represents a violation of obligation, the attending

physician and/or hospital will be notified in writing of Health

Care Review Inc. s identification of a preceived problem. The

physician and/or hospital will be asked to respond within 30 days

providing an explanation of the course of treatment delivered or

aeditional relevant lnTon.atiOn. she phys~cian Wi2l also -C cive-

an opportunity to discuss the case with the phy.siciaan rcv~ewe or

con.:t:'ee represent tive.
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The committee or physician reviewer may recommed that additional
steps be taken prior to physician notification. This may involve
data analysis or review of a sample of the practitioner's and/or
hospital's medical records to allow conclusions regarding a
possible pattern of substandard or inadequate care.

Tv. INITIATION OF CORRECTIVE ACTION: The Health Care Review Inc.
Quality Review Committee will take action on all physician
responses. On the basis of additional information received
from the physician and/or provider the committee will affirm,
modify, or reverse the initial determination. The physician
and/or the hospital will be informed in writing of the action
taken as a result of additional information.

if the issue is not resolved to the committee's satisfaction
then further action may be taken. Such action may involve
directly contacting the physician, placing the provider or
practitioner on focused review, or sanction proceedings. A
recommendation for sanction of a provider or practitioner must
be directed to the Secretary of Health and Huron Services through
the secretary's designee, the office of the Inspector General.
The physician and/or hospital will be informed of the committee's
conclusions, if sanction proceedings are recommended to the hospital
administrator and/or physician will be given 30 days to submit
additional material to the Office of the inspector Gralo1.

V. INITIATION OF NOTIFICATION: Federal regulation specifies the
respective functions required in sending specific initial
notice to a physician under review. The definitions of
violations and obligations are found within the regulations.
Because of the latitude of definitions, a final quote from
the Federal Register should set the policy for the cormittee.

A question to Health Care Financing Administration on the issue
of violations, 'before a PRO identifies a violation, the PRO
should be required to speak with the practitioner or other per-
son to obtain his or her view of the facts and to see if a
mnatually satisfactory resolution could be reached.'

Health Care Financing Administration's response, 'A PRO must
use all appropriate mechanisms of review and intervention to
resolve adverse situations and assure compliance with the
statutory obligations prior to using the sanction procedures
specified in these final regulations. The sanction process is
viewed as a measure of last resort in the peer review program.
We believe that the broad scope of the basic responsibilities
addressed in Sec. 474.34(a) applies to the requirement of
resolving situations before using the sanction procedures
under this final rule.'

(Federal Register/Vol. 50, No. 74/wednesday, April 17, 1985/
Rules and Regulations, page 15338, Sec. E)

:`1i/s5--Apptovee by the Bcard of Directors
of Health Care R-evc Inc.
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Health Care Review Inc.
The Weld Building
345 Blackstone Boulevard
Providence. Rhode Island 02906

F. (401) 331-666

RHO2DE ISLAN!D

QUALITY ISSUES PROTOCOL

APPROVED BY THE
BOARD OF DIRECTORS
OF HEALTH CARE REVIEW I-C.
ON SEPTEiBER 17. 19S5

1d0-eJ Lm
E.C. V~. F-6



HEALTH CARE RFVIEW INC. QUALITY OF CARE ISSUES
5RII0D131 ISLAND PROTCCOL.

1. Identification of Quality Issues - Utilization review coordinators
- Quality review coordinators
- Utilization physician advisors

2. All cases referred to Quality Review Department

1. Ouality review physician1 1
) determines severity of problem. Issue could be minor violation

rc'rious violation, or "gross and flagrant" or substantial violation.

Minor Violation

-Notice sent to physician
and/or hospital

-Physician and/or hospital
given 30 days of receipt
of notice to respond

-IBased on response, Health
Care Review Inc. will af-
firm, modify, or reverse
its determination and will
notify physician and/or
hospital

-If physician does not respond
a second notice will be sent
certified mail. and hospital
will be notified

Serious Violation

-Notice sent certified
mail to physician and/
or hospital

Potentially Sanctionable cases

-Issue must be reviewed by three physician
If two of the three physicians determine
issue is gross flagrant or substantial
then:

-Based on response, Hoalth -Notice (certified mail) sent to physician
Care Review Inc. will af- and hospital emphasizing severity of the
firm, modify, or reverse problems
its determination and will
notify physician/or hospital

-Health Care Review Inc. will -Physician and/or hospital given 30
recommend corrective action days to respond
to physician and will monitor
physician (and or hospital)

-If monitoring detects furt- -Bases on response Health Care Review
her quality issues (3 or Inc. will affirm, modify, or reverse
more cases) sanction pro- its determination
ceedings will be initiated

Until a final protocol is established, Doctor Crisafulli
and the Medical Director will conduct review of medical
cases and Doctor Newhouse will conduct review of surgical
cases.

a'

CA

-If the issue is net resolved to Health
Care Review Inc.'s satisfaction sancti'
proceedings may be initiated. The
President, Medical Director, and Chain
of the Quality Review Committee will
screen potentially sanctionable cases.
however, the Board will ultimately dec
if a sanction is to be issued.



514

RHODE ISLAND

QUALITY ISSUES PROTOCOL

Health Care Review Inc. is obligated, under the authority of
the Health Care Financing Administration, to assure that the services
provided to Medicare beneficiaries meet professionally recognized
standards of health care. This obligation is fulfilled not only by
specific quality review studies but also by acting upon quality of
care problems detected routinely by utilization and quality review
coordinators and physician reviewers.

The following protocol has been developed to correct situations
as identified by Health Care Review Inc. nurse and physician reviewers
where substandard care is being delivered.

Health Care Review Inc. and the Regional Office of Health Standards
Quality Bureau, Health Care Financing Administration are currently
exploring the possibility of forging a link With the Rhode Island Medical
Society. This association would foster a collaborative effort to assure
quality medical care for Medicare beneficiaries.
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THE PRO's RESPONSIBILITY

Health Care Review Inc. is required as a PRO to review
activities of practitioners and other persons who furnish or
order health care services or items and, when warranted, make
determinations that obligations were violated and that corrective
action is needed. When a practitioner or other person fails to
comply substantially with an obligation in a substantial number of
cases, or violates an obligation in a gross and flagrant manner
Health Care Review Inc. must report the violation to the Secretary of HHS.
Substantial violation in a substantial number of cases means a pattern
of care has been provided that is inappropriate, unnecessary or does
not meet the recognized professional standards of care, or is not
supported by the necessary documentation of care as required by the
PRO. Gross and flagrant violation means a violation of an obligation
has occured in one or more instances which causes a patient's death,
presents an inmminent danger to the health, safety or well being of a
Medicare beneficiaryor places the beneficiary unnecessarily in high
risk situations, or results in permanent loss of a major physical function.

Potential violation of obligations if confirmed by the office of
the Inspector General, may lead to the "sanction process'.

Violations which do not meet 'substantial number' or gross and
flagrant' criteria are considered to represent 'lesser level violations'
and must also be investigated by Health Care Review Inc.
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RHODE ISLAMD

QUALIY ISSUES PROTOCOL

Deficiencies in quality of care provided to a Medicare
beneficiary may be ascribed to a practitioner or to a provider,
Health Care Review Inc. nurse reviewers and physician advisors
must be encouraged to be aware of quality of care problems, to
be thorough in reviewing questions of the quality of care, and
to refer cases to the Quality Review Department and committee
in which there may be deviation from generally accepted profes-
sional standards of care.

the process for the referral of quality of care deficiencies
and subsequent corrective action procedures are described below.

Problems in the quality of care may be identified by utiliza-
tion review coordinators, quality-review coordinators, or physician
advisors.

If a physician advisor detects a potential quality issue during
utilization review the issue should be documented and re-ferred to the
quality review department.

In situations where a utilization review coordinator perceives
a quality problem and the case is being referred to a physician for
utilization review, the physicain, if he/she choses, may also perform
the quality review documenting his or her determination. The case
must then be referred to the Quality Review Department, If the physician
reviewer does not opt to perform quality review, the nurse coordinator
will document the problem and refer the case to the Quality Review
Department accompanied by the medical record.

All cases referred to the Quality Review Department and problem
cased detected by quality review coordinators will be reviewed by
physicians who have agreed to perform quality review.

Quality of care problems detected by utilization review coordinators
but not referred to a physician advisor for utilization review will be
documented and referred to the Quality Review Department.

Physicians on receiving the referral, will decide whether a quality
of care deficiency is present and, if so, decide which level of defi-
ciency is present and whether a physician and/or hospital should be held
accountable.

If the deficiency represents a minor violation of obligation, the
attending physician and/or hospital will be notified in writing of
Health Care Review Inc. 's identification of the problem. The physician
and/or hospital will be asked to respond within 30 days. The purpose
of the notification is strictly educational.

Based on the physician's response, Health Care Review Inc. will
affirm, modify, or reverse its decision. If no response is received,
a second notice will be forwarded by certified mail to the physician
and a copy will also be sent to the hospital.
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If the violation is of a serious nature, the attending
physician and hospital will be notified in writing of Health
Care Review Inc 's identification of the problem including the
physician reviewer's rationale. This letter will be sent by
certified mail. The physician and/or hospital will be given
30 days to respond and will be made aware of the consequences
of not responding. On the basis of the additional information
received, Health Care Review Inc. will affirm, modify, or reverse
its determination. Health Care Review Inc. may recommend to the
physician that some type of corrective action be taken. Sub-
sequent monitoring will be performed as follow-up to this recom-
mendation. If Health Care Review Inc. continues to identify
problems (3 or more cases) then a sanction recomiendation will
be made.

If the physician reviewer determines that the issue repre-
sents a potentially gross and flagrant' uiolation or a 'substantial1
violation then it must be reviewed by two other physicians. If two
of the three physicians concur that the case falls into either of
these categories then sanction proceedings will be initiated. A
notice will be forwarded to the physician by certified mail, and
hospital indicating the severity of the problem and requesting a
response within 30 days of receipt of the notice. Health Care
Review Inc., on the basis of the response, may affirm, modify, or
reverse its determination. If the issue is not resolved to Health
Care Review Inc.'s satisfaction Health Care Review Inc. must submit
a sanction recommendation to the office of Inspector General. The
President, Medical Director, and Chairman of the Quality Review
Committee will screen potentially sanctionable cases. The Board
ofDirectors of Health Care Review Inc. will ultimately decide if
sanction proceedings arcin order.

This proposed protocol may be revised at any time if thought
necessary by the President, Medical Director, Quality Review Committee
Chairman, Quality Review Committee, or Executive Vice President.

9/17/85
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September 18, 1985

The Honorable John Heinz
United States Senator
Chairman, Special Committee on Aging
United States Senate
Washington, D.C. 20510

Dear Senator Heinz:

This is in response to your August 30. 1985 letter, in which you requested

copies of PRO correspondence to this Regional Office and our responses
concerning Medicare quality of care issues and staff resources at the PRO and

RO sites.

We have researched our files for the requested information, and have found no

general inquiries have been received fron the PROS on quality of care

issues. We are onsite at our PRO locations each month, and quality of care

issues have been discussed informally with the PROS during those onsite

visits. Likewise, we have had telephone discussions with the PROs for RO

guidance in specific quality of care cases.

We have received written information from the PROS on a small number of

patient-specific cases. This patient-identifiable information is not being
disclosed as we have been informed that the OHHS Office of General Counsel

has ruled that we are prohibited from disclosing patient-identifiable medical
case information.

In regard to the staff resources information request, enclosed are copies of

the correspondence concerning the only PRO staff resources issue that has
been addressed to us. In this case we believe that the lack of adequate

review personnel at the subject PRO resulted not because of a lack of PRO

monetary resources or Regional Office staff resources, but because the PRO

simply resisted hiring the trained professionals it needed to meet its
contract requirement. Since it has hired the needed staff in June 1985, its
performance in DRG validation has vastly improved.

I hope I have been of assistance to you and your staff in your efforts.

Sincerely,

Thomas G. Wallner
Associate Regional Adininistrator
Division of Hcalth Standards and Quality

Enclosure
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Health Care Review Inc. - H

The Weld Building
345 Blackslone Boulevard

ro0vadence. Rhode Island 02906

September 19, 1985 Et hc,,n

Dear Doctor

As required by the Health Care Financing Administration,
Health Care Revie. Inc. as the Professional Review Organization
(PRO) in Rhode Island conducts medical review of Medicare bene-
ficiaries to assure the medical necessity, appropriateness, and
quality of that care.

Hedlth Care Review Inc. is currently reviewing all readnis-
sions w2ithrl seven calendar days and physician reviewers are making
determinations as to whether premature discharge was involved in
the first admission.

Premature discharge, which involves discharging a patient
that is not medically stable or requires further treatment or
testiric, indicates substandard quality of care. Furthermore, in
all cases of premature discharge, there is only one reimburse-
ment for hospitalization for the same medical condition.

Enclosed you will find a Health Care Review Inc. Peer Review
Documentation form for a premature discharge situation. The form
contains the name of the patient, the admission in question, and
the physician reviewer's rationale for the determination.

Before an actual denial is issued, you have the opportunity
to comment on this case, discuss the rationale, or provide further
information not documented in the medical record that might affect
the actual determination. This must be accomplished by contactino

the physician reviewer identified at the bottom of the rationale
form before the date specified. A copy of this rationale is also

being sent to the Chief Utilization Review Coordinator at your

hospital.

Failure to contact the physician reviewer by the specified
date will result in an initial denial determination which will be
subject to the reconsideration proces.
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Since this case represents not only a utilization issue but
also a quality of care issue, we strongly encourage your input if
you disagree with the enclosed rationale.

Thank you for your attention to this matter.

ncely Iours,

Frederick S. Crisafulli, M.D., F.C.A.P.
President

FSC!jh

cc: Utilization Review Committee
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DEPAI.TMENT OF HEALTH AND HUMAN Si ".;

Septenber 23. ISSi

Larry Pltrn
£xecutive Director
Kansas Foundation for redical Care
2953 S.W. Wanamaker Drive
Topeka, Kansas 66614

Dear Mr. Pitman:

In your September 13, 1985 letter (#130) you inquired about the effect
of Transmittal S5-S on cases where an Initial hospital st4y denial Is
followed by a skilled nursing transfer.

IN 85-5 requires PROs to deny adedissions when there Is an attempt to
circumvent PWS by premature discharge. inappropriate transfers or
readmissions when one stay would suffice. This requlrant does not
effect your review of hospital adfssions ard a swt inatfon of sed"-
cal necessity of that admission. The fact that a denied hospitaliza-
tion directly affects coverage of skilled nursing care does not change
the requirments of your transfer review. Once a transfer to a skilled
unit is Identified, you are required to review the appropriateness of
that transfer. If the level of care required Is higher or lower than
a skilleo level. the transfer should be denied. In those Instances
utare a patient ins prematurely discharged from a hospital (recuirinc
higher level of care) you should count this transfer In relationship
to the review requirements contained in IN D5-S.

An Inappropriate hospital aaIssion which Is denied does not automa-
tically make a subsequent skilled nursing transfer Ina1ropj te.
However. the fiscal interuediary will d the skilT "* -i1i5iT are non-
covered based on lack of a three-day qualifying stay.

Review requirements contained in IM 85-5 do not sffect the claies where
non-covered skilled nursing care results after a hospital denial by a PRO.

If you have further questions, please contact me.

Sincerely yours,

Brenda Burton, Project Officer
tMedical Review Branch
Division of Health Standards and Duality

FflhiLE~ DHS{!4 1 r I tj - ;--
I } _ J I-/ .. .... . ....

( B ~ ~ ~ ~t;StM7~~~4 .. 1.- .-. ..l f .. -..----. .---
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Maine

Quality Review Problems Identified in Maine Are:

Identified Quality
Problems

1. Hospital 039: Patient discharged three days
post-op A/K amputation for gangrene foot no
mention in path report of gangrene. Patient
readmitted 24 hours later and expired.

2. Hospital #15: Inappropriate pre-op evaluation
resulted in serious complication.

3. Hospital #39: Uncommon complication occurring
to patient during surgical procedure.

4. Hospital #55: Patient expired; no code per-
formed; no no-code order on chart.

5. Hospital Ig09: Question of unnecessary surgery
post-op multiple post-op complications.

6. Hospital #62: Principal symptoms not dealt
with; patient discharged; threatned harm to
public.

7. Hospital #38: Patient diagnosed for possible
malignancy, nothing done to RIO malignancy.

8. Hospital #66: Surgical misadventure (serious)

9. Hospital 134: Patient not treated for
abnormal lab tests; discharged. Readmitted
and died post-op after emergency surgery.

Quality Review Action Pending.

Quality Review Action Pending.

Focused review being performed
on physician involved.

Quality Review Action Pending.

Case reviewed by quality
committee, surgery fnound tobe
necessary. Post-op complica-
tions were treated appropriately.

Quality Review Action Pending.

Case reviewed by quality review
committee. Committee forwarded
letter to attending physician
identifying the problem and
requesting additional information
or explanation.

Case reviewed by quality comwit-
tee. Committee determined case

treated appropriately.

Case reviewed by quality commit-
tee. Committee forwarded a
letter to physician involved
identifying the problem and
requesting additional infor-
mat Inn.

Action
Taken
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Continued .... Page 2

Identified Quality
Problems

10. Hospital O008: Physician did not deal with

question of malignancy; patient ended up

having radical surgery unnecessarily.

11. Hospital 0O08: Known malignancy; tumor
never staged. No chemo radiation; required

radical surgery.

Quality Review Action Pending.

Quality Review Action Pending.

MRlmas

9/2S185

Source: Quality Review
Department

Ac t ion
Taken



524

MED1EInrA, iXit
MEDICI - Ao
PP&k BY By Otk 0 Ei OF ,C5ARF WSMCFS FoR MhOIAItE AD &tDiCA4 sEREiFCLAES

OCZuwER I 9X5

PEER REVIEW ORGANIZATIONS;

The Who, What. Where, And Why Of The PROsE

It never fails. Just when you think youve finally digested Medicare's alphabet soup
of acronyms, they come up with a new one. You've had your fill of HCFA, HMOs.
CMPs. PPS. and DRCs and now ... here come the PROs.

What Are PROs?

These PROs should not be confused with the ones who are butting heads on your
television screen every Sunday afternoon. PRO stands for Peer Review
Organization, and if you are a Medicare hospital patient, these PROs can be a lot
more important to you than the gridiron variety.

Why Are They Called Peer Review Organizations?

They are not called Peer Review Organizations because they "peer, over your
doctor's shoulder (although there's an element of truth to that interpretation).
They are called Peer Review Organizations because they are made up of health
care professionals (your doctor's peers; in some cases, maybe even your doctor). In
other words, PROs are groups of practicing doctors and nurses who are paid by the
Federal Government to review hospital treatment of Medicare patients.

Where Are These PROs?

There is one PRO for each State, the District of Columbia, and each U.S. territory.
The names of the PROs, their addresses, and telephone numbers are shown at the
end of this article.

What Do The PROs Do For Medicare?

For the time beinig, the Federal Government has asked the PROs to check three
things:

I. Make sure that each Medicare patient receives all of the hospital care and
only the hospital care that is mcedically necessary for his or her illness or
injury.

2. Make sure that the care is provided in the appropriate place (that is, in
the hospital or as an outpatient service).

3. Make sure that all of the services a Medicare patient receives meet
generally accepted professional standards of quality.
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How Do The PROs Check These Things?

The PROs are expected to accomplish these goals in a number of ways, including:

Checking hospital admissions, re-admissions, and transfers to look for
unnecessary or inappropriate care.

- Investigating complaints that Medicare patients are being discharged
prematurely.

- Looking at hospital bills to see that they accurately reflect patient
diagnoses and treatments.

- Checking to see that specific surgical procedures are performed only
when medically necessary.

- Reviewing, prior to admission, the records of patients who are scheduled
for 'elective' or nonemergency surgery and deciding whether an inpatient
hospital stay is medically necessary.

At the present time, PROs are reviewing the treatment of Medicare patients only
in hospitals. In the future, they may be looking at the appropriateness and the
quality of care given by other Medicare certified providers of care.

What Do PROs Do For Medicare Patients?

In addition to their overall responsibility for seeing that Medicare patients receive
all of the hospital care and only the hospital care that is necessary for the
treatment of their illness or injury, PROs also investigate individual patient
complaints and respond to requests for review or reconsideration of decisions made
on hospital stays.

If you feel that you have been refused admission to a hospital improperly or that
you are being forced to leave the hospital too soon or that the quality of care you
received was inadequate, you should first discuss this matter with your doctor or a
hospital patient representative or discharge pjanner. However, if you are still
unhappy with the care you are getting or the decision made on your hospital stay,
you should contact the local Peer Review Organization.

How And When To Contact The PRO

If you are denied admission to a hospital, either by the hospital or the PRO, and
you disagree with the decision, you can request a reconsideration. Your request
should be submitted in writing within 60 days of the denial. You can send your
request directly to the PRO or you can submit it through your local Social Security
office (or Railroad Retirement office, if you are a railroad retiree). If you want
your case to receive a priority review, your request should be submitted within 3
days of the original denial.
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What If You Are Already In The Hospital?

If you are a patient in the hospital and you are notified that you must either leave
the hospital or begin paying for the care yourself, Medicare has very specific rules
about the form and content of such a notification, sometimes called a notice of
noncoverale.

- This notice must be given to you in writing.

- This notice must be given to you at least 2 days before the hospital can
begin charging you for the care.

- This notice must explain why you no longer need hospital care, and ...

- It must explain how and where you can appeal the decision if you disagree
with it.

You do not have to leave the hospital in order to request a PRO review of this
notice of non-coverage, but you or a family member should make the request as
soon as possible after you receive the notice. If you are still in the hospital when
you make the request, the PRO has 3 working days to begin its review of the
decision.

What If You Do Not Agree With The PRO's Decision?

If you disagree with the PRO's review decision, you can request a reconsideration.
Further, if you disagree with the PRO's reconsideration decision and the amount of
Medicare reimbursement in question is $200 or more, you can request a hearing by
an Administrative Law Judge of the Social Security Administration. The request
for such a hearing must be submitted in writing within 60 days of your receipt of
the PRO's reconsideration decision.

Beyond the hearing level, you can take your cane to court, if the amount in
question is $1.000 or more. However, it is recommended that you obtain legal
assistance before taking this step.

Where Are These PtROs Again?

As promised, the names, addresses, and phone numbers of all the Peer Review
Organizations are shown below:

Alabama Alaska American Sa/Guam
Alabama Quality Assurance Professional Review Health Services Advisory

Foundation, Inc. Organization for Washington Croup, Inc.
Suite 300 Suite 220 1020 East Missouri Road
Twin Towers East 2150 North 107th Street P.O. Box 16731
236 Goodwin Crest Drive Seattle, Washington 98133 Phoenix, Arizona 85014
Birmingham, Alabama 35209 (206) 364-9700 (602) 279-1615
(205) 942-0785
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Arizona
Health Services Advisory

Group, Inc.
1020 East Missouri Road
P.O. Box 16731
Phoenix, Arizona 83014
(602) 279 161 5
Arkansas
?rkansas Foundation for

Medical Care, Inc.
101 North 6th Street
Fort Smith, Arlkansas 72902
(501) 783-2471
California
California Medical Review,

Inc.
Suite 402
1373 Sutter Street
San Francisco, California

94109
(415) 923-2000
Colorado
Colorado Foundation for

Medical Care
Building 2, Suite 400
6825 East Tennessee Avenue
Denver, Colorado 80217
(303) 321-8642
Cot- ecticut
Connecticut Peer Review

Organization, Inc.
384 Pratt Street
Meriden, Connecticut 06450
(203) 237-2773
Delaware
Delaware Review

Organization
Suite 92-100
1601 Concord Pike
Wilmington, Delaware 19803
(302) 654-4488
District of Columbia
Delmarva Foundation for

Medical Care, Inc.
108 North Harrison Street
Easton, Maryland 21601
(301) 822-7223
Florida
Professional Foundation for

Health Care, Inc.
Suite 100
2907 Bay to Bay Boulevard
Tampa, Florida 33629
(81 3) 831-6273

Georgia Medical Care
Foundation

Suite 400
1430 West Peachtree Street
Atlanta, Georgia 30309
(404) 881-5600
Hawaii
Health Services Advisory

Group, Inc.
Suite 1203
1441 Kapiolani Boulevard
Honolulu, Hawaii 96814
(808) 942-7784

iaiafh Medical Peer Review
Organization

1845 Federal Way
Box 7777
Boise, Idaho 83707
(208) 343-6727
Illinois
Crescent Counties Foundation

for Medical Care
Suite 240
350 Shuman Boulevard
P.O. Box 548
Naperville, Illinois 60540
(312) 347-8770
inuiana
Indiana Peer Review

Organization
Tower I
115301North Meridian

Carmel, Indiana 46302
(608) 258-4680
Iowa
Iowa Foundation for

Medical Care
Suite 500
3737 Woodland Avenue
West Des Moines, Iowa 50265
(515) 223-2900
Kansas
Tio-nsas Foundation for

Medical Care, Inc.
2953 SW. Wanamaker Drive
Topeka, Kansas 66614
(913) 273-2332
Kentucky
Kentucky Peer Review

Organization
Suite 870
10101 Linn Station Road
Louisville, Kentucky 40223
(502) 426-4888

Louisiana
Louisiana Medical

Review Foundation
Suite 203
733 East Airport Avenue
Baton Rouge, Louisiana 70806
(504) 923-2078
Maine
Health Care Review, Inc.

(Rhode Island)
371 Fore Street
Portland, Maine 04101
(207) 879-0544
Marylandt
Maryland Foundation for

Health Care
Suite 60, The Lafayette Building
40 West Chesapeake Avenue
Towson, Maryland 21204
(301) 337-7400
Michian
Michigan Peer Review

Organization
40350 Au, Art-f Road
Plymouth, Michigan 48170
(313) 459-0900
Minnesota
Foundation for Health

Care Evaluation
Health Associations Center
Suite 300
2221 University Avenue, SE.
Minneapolis, Minnesota 55414
(612) 379-4443
Mississippi
Mississippi Foundation for

Medical Care, Inc.
P.O. Box 4665
1 900 North West Street
3ackson, Mississippi 39216
(601) 948-8894
Missouri
Missouri Patient Care

Review Foundation
1026 C Northeast Drive
Jefferson City, Missouri 65101
(314) 634-4441
Montana
Montana-Wyoming Foundation for

Medical Care
P.O. Box 3 117
21 North Main
Helena, Montana 59604
(406) 443-4020
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Nebraska
Nebraska Foundation for

Medical Care, Inc.
Suite 800, CTU Building
1221 N Street
Lincoln. Nebraska 68508
(402) 474-4472
Nevada
Nevada Physicians Review

Organization
Suite 108, Building A
4G00 Kietzke Lane
Reno, Nevada 89502
(702) S26-1996
New Hampshire
New Hampshire Foundation

for Medical Care
672 Central Avenue
P.O. Box 57S
Dover, New Hampshire 03820
(603) 749-1641
New Jersey
Peer Review Organization
of New Jersey, Inc.

Jefferson Building East
330 Militown Road
East Brunswick, New Jersey

0S816
(201) 23S-5570
New Mexico
New Mexico Medical

Review Association
2350 Alamo SE.
Albuquerque. New Mexico

87106
(505) 842-6236
New York
Empire State Medical,

Scientific and
Educational Foundation, Inc.

420 Lakeville Road
Lake Success, New York 11042
(516) 488-6100
North Carolina
Medical Review of

North Carolina, Inc.
Suite 200
101 I Schaub Drive
P.O- Box 37309
Raleigh, North Carolina 27627
(919) 851-2955

North Dakota South Dakota
North Dakota Health Care South Dakota State

Review, Inc. Medical Associatiorr
3415 Highway 83 North 608 West Avenue, North
Minot, North Dakota 5S701 Sioux Falls, South Dakota 57104
(701) 852-4231 (605) 336-3505

ONiO Tennessee
Peer Review Systems, Inc. Mid-South Foundation for
3720-S Olentangy River Road Medical Care
Columbus, Ohio 43214 Suite 400
(614) 451-3600 6401 Poplar Avenue
Oklahona Memphis, Tennessee 38119
Oklahoma Foundation for (901) 682-0381

Peer Review Texas
Suite 400 Texas Medical Foundation
5301 Broadway Extension Suite 150E
Oklahoma City, Oklahoma 73118 7800 Shoal Creek
(403) S40-2891 Auistin, Texas 78757

Oregon (512) 459-3341
Oregon Medical Professiorral Utah

Review Organization (OMPRO) Utah Professional Standards
Suite 300 Review Organization
1220 SW. Morrison 540 East 5th Street, South
Portland, Oregon 97205 Salt Lake City, Utah 84110
(503) 243-1151 (801) 532-7545
Pennsylvania Vermont
Keystone Peer Review New Hampshire Foundation for

Organization, Inc. Medical Care
20 Erford Road 672 Central Avenue
LeMoyne, Pennsylvania 17043 P.O. Box 578
(717) 652-3229 Dover, New Hampshire 03820

Puerto Rico (603) 749-1641
Puer to Rico Foundation for yprsia

Medical Care Medical Society of Virginia
Suite 1520 Review Organization
Mercantile Plaza * Room 120
Hato Rey, Puerto Rico 00918 1904 Byrd Avenue
(809) 753-6805 Richmond, Virginia 23230

Rhode Island (804) 29- 5320
Health Care Review, Inc. Virgin Islands
The Weld Building Virgin Islands Medical Institute
345 Blackstone Boulevard P.O. Box 1566, Christiansted
Providence, Rhode Island 02906 St. Croix, U.S. Virgin Islands 00S20
(401) 331-6661 (809) 778-6470

South Carolina Fashinffton
South Carolina Medical Care Professional Review Organization

Foundation for Washington
32i0 Fernandina Road Suite 220
P.O. Box 21667, Capital Station 2130 N. 107th Street
Columbia, South Carolina 29221 Seattle, Washington 98133
(803) 798-0053 (206) 364-9700



529

West Virginia
West Virginia Medical

Institute, Inc.
3412 Chesterfield
Avenue, SE.

Charleston, West Virginia
25304

(304) 925-0461

Wisconsin
Wisconsin Peer Review

Organization
330 East Lakeside Street
Madison, Wisconsin 33701
(608) 257-6791

Montana-Wyoming Foundation
for Medical Care

21 N. Main
P.O. Box 31 17
Helena, Montana 39604
(406) 443-4020

S . - - &

MiEDiCARE/MEDICAI NOTES is prepared by the Health Care Financing
Administration of the U.S. Department of Health and Human Services.
Comments or questions should be mailed to
MUEIICAREiMEDICAID NOTES, Ronald 3. Wylie, Acting Director, Office of
Beneficiary Services, Health Care Financing Administration
6323 Security Boulevard, Baltimore, Md. 21207 (301) 594-8131
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AlARAMA QUALITY ASSURANCE FOUNDATnON

SUITE 300. TWIN TOWERS EAST
238 GOODWIN CREST DRIVE

/iRMINGHAM, ALABAMA 35209
TELEPHONE 42051 942-0785

October 11, 1985

Mr. Jim Michie
Special Committee On Aging
United States Senate
Room S-D-633
Washington, D. C. 20510

Dear Jim:

This letter is to provide to you additional comments on what
transpired at the hearing of September 26, 1985. Please accept my
apology for the delay in providing you these comments, but upon my
return my desk was overflowing. To begin I would like to comment on
the testimony of each of the three women who had had the bad
experience with the Medicare health delivery system.

CAROL MARLA:

1. While it appears Ms. Mahla's mother may have been prematurely
discharged, her mother may have been properly scheduled for
discharge to skilled level care in a nursing home.

2. It is very clear that the hospital did not follow established
procedures to notify the patient concerning withdrawal of
Medicare coverage. To do this properly the hospital would
have to notify the patient in writing that after 48 hours if
the patient remained in the hospital, the patient would be
required to pay the bill. This notification could be given on
the authority of the hospital's [JR Committee if the attending
physician agreed. If the attending physician did not agree to
the discharge, then only the PRO could authorize the letter
advising of the 48 hours to remain in the hospital under
Medicare coverage. This letter, or course, should also
indicate the patient's appeal rights.

3. The testimony indicates a strong case that quality skilled
level care was not provided in the nursing home. As you know
the Foundation has submitted two requests to HCFA to allow the
PRO to conduct nursing home review. Nursing homes currently
are required to do their own utilization and quality review
under the supervision of the fiscal intermediary. As this
case demonstrates, this self review for quality does not
always work. Both of the Foundation's requests to do nursing
home utilization and quality review have been denied by HCFA.
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Mr. Jim Michie
Senate Committee On Aging
Page 2. October 11, 1985

MARGARET M. BUTTRILL:

1. Here again, the hospital did not properly notify the patient
concerning discharge from the hospital. DRGs are based on an
average length of stay. Obviously, the hospital is able to
keep the money when a patient is discharged before the average
length of stay and is expected to keep patients and treat them
with quality care when they encounter one that requires a stay
beyond the average length of stay. This hospital appears to
be taking the profit but using the DRG as a means to maximize
the profit by not allowing the sick patients to stay the extra
days they need for treatment. The proper procedures noted
above for the hospital to put the patient on notice that
Medicare coverage was to be withdrawn were not followed.

2. The same comments above apply to the care in the nursing home.
Quality of care for Medicare patients in nursing homes is a
matter of serious concern. What is difficult for me to
understand is why the nursing homes continue to be allowed to
do their own in-house review (I assume their costs are passed
on to Medicare In the cost report) when most PROs could easily
and at a relatively low cost control both the utilization and
quality of care for Medicare patients in the skilled nursing
facilities.

BETTY P. KRATT/DR. KARL K. KELLAMWA:

1. The transfer from the hospital to the nursing home on the
authority of the hospital UR Committee over the objection of
the attending physician Dr. Kellawan is improper. The patient
should have remained in the hospital and only the PRO could
authorize issuing the letter putting the patient on notice of
48 hours in the hospital remaining under Medicare coverage.

2. The confusion concerning the transfer from the hospital to the
nursing home could probably be solved by the type of review
and control of transfers to nursing homes proposed by the
Foundation.

3. Dr. Kellawan's opinion that the DR0 system causes a compromise
in care per se is true only in those hospitals that treat the
DRG length of stay as an absolute value rather than an
average. The hospital can clearly maximize revenues by making
a profit from the patients who are treated less than the DRG
length of stay and prematurely discharging those patients who
need more treatment time than the average length of stay. A
further safeguard to the hospital who experiences a patient
who does not respond to treatment is the fact that the
hospital can request payment in addition to the DRG as a cost
outlier.
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Mr. Jim Michie
U. S. Senate Committee On Aging
Page 3. October 11, 1985

When the PRO approves the cost outlier payment the hospital
gets both the DRG and the additional cost approved. The
testimony makes it clear that some physicians and hospitals
either do not understand the system or choose to ignore its
additional elements in order to support their own points of
view.

The only recommendation contained in the staff report to the Committee
On Aging that I would like to see changed would be Recommendation 8.
In my view that recommendation should be changed from a tracking
recommendation to a recommendation that PROs can control the
utilization (access to the nursing home) and review the quality of
care in the nursing homes. Allowing PROs to approve transfers from
the hospital to the nursing home would certainly address the problem
of premature discharges. While premature discharges can also be
addressed by in-hospital pre-discharge review, the only way to address
the quality of care in the nursing home is to do a quality review on
site in the nursing home.

Participation in the hearing was an interesting and enjoyable
experience for both Dr. Sherrill and myself. Political considerations
aside, Senator Heinz displayed a genuine concern and interest in the
quality of care provided to the Medicare population under the
Prospective Payment System (PPS). In my view, the PPS system is a
valid approach in hospitals who take a reasonable and just view of the
system and its relationship to the patients. Hospitals can provide
good quality care and make a reasonable profit from the system.
Hospitals who attempt to maximize profits at the expense of quality of
care are the challenge that must be met by the PROs if we are to do
our job successfully. I am confident that given the resources most
PROs will be more than equal to the challenge.

Best Regards,
ALABANA QUALITY ASSURANCE FOUNDATION, INC.

Chief Executive Officer
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Health Care Review Inc. ('
The Weld Building
345 Blackstone Boulevard
Providence. Rhode Island 02906
Tel. (401) 331-4661

90-6 J Lyn

October 8. 1985

Dear Doctor:

It is my pleasure to inform you that the Board of Directors
of Health Care Review Inc., the peer review organization for the Medi-
care program in Rhode Island, has determined that a case-by-case review
of quality issues will be implemented. The purpose is to assure the
continued high quality of medical care for Medicare beneficiaries
in Rhode Island.

At the present time, all cases reviewed by Health Care Review
Inc. staff and physicians for any purpose will also be assessed in
terms of the quality of care being delivered to the Medicare population.
You may receive a letter regarding a patient that you have treated.
Our purpose is to interact with you to assure ourselves that only
medically appropriate care is provided, and if medically inappropriate
care is identified to prevent adverse situations from recurring in
the future.

As you know, the PROS across the country have been involved
in quality of care by focusing on five objectives mandated by the
Health Care Financing Administration. Most knowledgeable physicians
realize that this is not the most effective way of looking at quality
of care or of Identifying patterns of substandard care, In our judge-
ment, the only way to adequately assess these quality issues is on
a case-by-case basis. and deal with the patterns that emerge.

The PRO is required to take very specific steps if a pattern
of serious issues develop or If a problem is considered to be 'gross
and flagrant" as defined by the Health Care Financing Administration.
Under such circumstances. it may be necessary for the peer review
organization to recommend sanctioning the physician and/or the hospital
if no satisfactory intervention can be developed by Health Care Review
Inc.. the physician and the hospital.

Our intent is to identify patterns of substandard care and
deal with these in a fashion such that reoccurrence is minimized.

I believe strongly that it is in the best interest of physicians
to monitor themselves in this fashion to assure that only high quality
medical care is delivered.

a.o
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The rapidly changing regulatory atmosphere as indicated by
the concerns of Congress regarding the provision of quality medical
care to Medicare beneficiaries has shifted the focus from utilization
to quality of care problems that may arise as a consequence of the
Prospective Payment System (PPS) and the complete reversal of financial
incentives for hospitals.

I am sure that we will be hearing more and more about quality
issues and that we will be required to look at these issues more
intensively and objectively In the future.

As physicians, we are the only ones who can do this job.
I would welcome your participation in helping us achieve a functioning
objective program. I would ask you for you to participate as a physi-
cian reviewer and I am enclosing an application form to be completed
if you wish to so so.

Since1ry lyfurs,

Frederick S. Crisafulli. N.D., F.A.C.P.
President

FSC mas

Enclosure: Application Form



535

PLXASE PRINt

PHYSICIAN PZVIEWERS/CONSULTANTS

ADDRESS:

R.I. LICENSE NmIBER:

SPECIALTY/SUBSPECIALTIES:

1.

2.

3.

ACTIVE NOSPITAL ADMITTING PRIVILZGEI

rat) _ 1i}s)

TELEPHONE *:

YEAR LICENSED:
ROARD CERTIFIED / ZLIGIBLE

YES NO YES IID

-n O D O
-O O O o
-o0 5 a o

1.

3.

ARE YOU ACTIVELY ZHGhGD IN TIE PRAMICE OF MEDICINE/OR SURGERY?

YES U no

AVAYLARLI2Y FOR REvIEWt

1. BY PRIOR ARMARGSENT I

2. 1F POSSISLK, LIST SPECIFIC T *NE ;

A.

S.

AVILABILITY FOR 'ECCUSIDENRAIOUS I

1. BY PRIOR RAGT

2. IF POSSIBLE, LIST SPECIFIC TIME(S):

C.

D.

C.

D.*.
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EDUCATIONAL BACKGROUND:

I. MEDICAL SCtOeL, TM GRADUATED:

2 INTERSNSHIPI t itS:_2

3. RESIDNCY. Y TEAR t_

CONQENTSt

PEER REVIEW EXPERIENCE:

- BOARD O DIRECTORS

- PHYSIClAN ADVISOR

- UTILIZATION REVIEW COMMITTEE

- QUALM CO -ITTEE

- CRITERIA COMMIITEE

- PROFILE COWTIZEE

- ON HOSPITAL OR LONG TRMN CARU
UTILIZATION OR QUALITY ASSURANCE,
OR MEDICAL EDUCATION CSI1TTEE(S)

- O171ER PEER REVIEW EXPERIENCE

IF YES, PLACE,

FUNCTION:

YEARS

PLEASE CHECK

U b
0I0a El

o a
o E

0 El
a3- El

Please ret=zD to: Frrderick S. Crisefulli. M.D.. F.A.C.P.
President
Health Care Review Inc.
345 Blackstone Blvd.
The Weld BuildinR
Providence, Rhode Island 02906
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The Univerity of Alabamna at Birningham
Uniersity d Alabarna Hosptals/Medical Social Viik Depanment
7.05MU3737

October 16, 1985

Mr. Jim Michie
Special committee on Aging
U.S. Senate, Room SD-G33
Washington, D.C. 20510

Dear Mr. Michie:

As per our phone conversation on October 16, attached you will
find the case studies requested.

Our understanding is that use of the case histories will be for
the purpose of demonstrating the negative impact that the current
reimbursement system is having on our patients and families.

It is our understanding that the case histories will be used
without the identification of our institution, or our patients
to protect their privacy.

Sincerely,

Erma Wesley, ACSW

Tammy Pen cost, LCSW

EW/TP/sw

Attachment

619 $,.lh 19th Sth- / rin. Alda 35233
An Affimrdtiv Action I Equal Opxwtmity Empklac
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case #1

A 75 year old black male was admitted February 12, 1985, with
no sponsorship. His admission diagnosis was congestive heart
failure. The referral received was for assistance with nursing
home placement.

The patient had been living with his daughter; however, she was
unable to continue to care for him following discharge. The
patient was financially eligible for Medicaid but was not medically
eligible for nursing home placement. His family was not able to
admit to a nursing home on a private pay basis. The social worker
explored other community resources and the patient was discharged
to a domicilliary on February 18, 1985.
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Case #2

A 74 year old black female was admitted February 25, 1985, with
Medicare sponsorship. Her admission diagnosis was COPD. A
referral was received for nursing home placement.

The patient was ventilator dependent requiring skilled nursing
care. The social worker contacted nursing homes in the area
but none were accepting ventilator patients. The patient expired
while the social worker was developing discharge plans.
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Case #3

A 70 year old black male admitted February 25, 1985, with
Medicaid. Admission diagnosis; pneumonia. Patient was admitted
to the hospital from a nursing home. He had pulmonary problems
and was ventilator dependent. Upon discharge he would require
nursing home placement with a ventilator. The Social worker
contacted three nursing homes and was informed that they could
not take ventilator patients at this time. Patient expired while
social worker was developing discharge plans.
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Case #4

A 29 year old white male was admitted October 5, 1985, with
both Medicare and Medicaid sponsorship. Admission diagnosis;
Femur and Hip Dislocation. Referral for discharge planning -
nursing home placement.

Upon receiving social service consult for discharge planning,
on October 10, the social worker contacted the nursing home.
The social worker was informed that the patient could not be
transferred until Medicaid information had been received.
Patient remained in hospital October 11 thru October 14 because
the nursing homes would not accept patients on weekends.

59-303 0 - 86 - 18
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In addition to the preceeding case histories there are other
problems that social workers face when working on discharge
plans. They are:

1. Patients requiring trachea care or suctioning
are not taken by some nursing homes and limited
by others. Must have reliable family support to
care for them at home.

2. Patients frequently require equipment in a nursing
home that isn't covered by Medicare in a nursing
home, i.e. ventilator. 02.

3. No nursing home vacancies.

4. Patients not meeting nursing home requirements but
having no one to provide care in the home and unable
to care for themselves.

5. Medicare insurance only way to pay the nursing home
until the first of the month when Medicaid will pay.
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an 50Cty of internl medicine

October 21, 1985

Honorable John Heinz
Chairman
Special Committee on Aging
Room G-33
Dirksen Senate Office Building
Washington, DC 20510

Dear Senator Heinz:

The American Society of internal Medicine (ASIM), an organization representing
more than 20,000 physicians who are specialists in internal medicine, would like to
share with you the results of its survey of the effects of the prospective pricing
system (PPS) on the quality of patient care. I also request that the survey be
planed in the official record of the Aging Committee's hearings on quality of care
and the Prospective Payment System.

The results of this ongoing survey of internists during St'e !3S IS M-o!nth_ 3hcw lt
physicians are clearly feeling pressure--both direct and indirect-o discharge
Medicare patients more quickly, in sume cases to the detriment of their patients'
health. These findings corroborate the results of earlier studies by the General
Aceountin 0E well as the l i is which found,
as you know t at patients are being discharged after shorter stays and in poorer
health than before the implementation of the PPS system.

ASIM initiated the survey in March 1984 in an effort to evaluate the effects of the
PPS system both positively and negatively--on the quality of patient care. The
attached results reflect the input of 246 ASIM members, representing broad based
internists, suhspeeialists of internal medicine and neurologists, who completed the
survey as of mid-September 1985.

The Society plans to continue disseminating the survey as well as conduct a more
scientific study of members in the near future. I look forward, Senator Heinz, to
continued cooperation between ASIM and the Committee on this and other issues of
mutual concern.

Sincerely,

T. Reginald Harris, MD
President

TNH/srl
L-9163

'E0i VERMONT AVENUE NW. SUTE 5S0 WAS-SiNGT-ON. DC 2U005-3547 TEEEDHONE i
2 0 2

t 289a1703

C' ..aw AD.G,~

'-~E "- '

n siu nan os ,aN

ES5. M We00 i

S e 0, T e0

A-EM .0 no
. Itt'N SE'.'IU
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A SI MTO DA

The Impact of DRGs
on Patient Care

A Survey by the

American Society of Internal Medicine

March 1984-October 1985

1101 VERMONT AVFNUE NW SUITE 5M
WASHINGTON. D 2W354T 202)2091 T
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I BACKGROUND
2
3 Following implementation of Medicare's prospective pricing system in 1983, ASIM
4 initiated a number of activities designed to familiarize internists with this new
5 payment mechanism and to assess its impact on patients and hospital/medical staff
6 relationships. ASIM recognized that the provision of quality patient care would take
7 on even greater importance under a prospective pricing system based on DRGs, and,
8 consequently, in March 1984, authorized funds for the design and distribution of a
9 survey to evaluate the effects of DRGs on patient care.

10
11 ASIM's survey on DRGs and patient care first appeared in the March 1984 issue of
12 The Internist (see Attachment A). Since then, it has been offered to members
13 through the Society's newsletter and distributed at component meetings on an
14 ongoing basis. The primary purpose of the survey is to evaluate the effects of the
15 PPS system--both positively and negatively--on the qualitv of patient care. Based on
16 the responses received, ASIM will evaluate any trends that seem to be occurring
17 nationwide and will communicate to Congress and the Health Care Financing
18 Administration (HCFA) any changes that should be made to the DRG system (for
19 example, recalibrating DRG weights or increasing the number of DRGs).
20
21 Although not a scientific survey, this project has successfully reached a substantial
22 number of internists and elicited informative responses. As of mid-September 1985,
23 246 ASIM members, representing broad-based internists, subspecialists of internal
24 medicine and neurologists, completed the survey. Many have submitted lengthy
25 letters and case reports documenting specific instances where they believed DRGs
26 had negatively affected patient care.
27
28 SURVEY RESULTS
29
30 The survey results are summarized below under five general areas: Quality of care,
31 severity of illness, PRO review, changes in hospital practices/services, and
32 hospital/medical staff relations.
33
34 1. Quality of Care
35
36 In its survey, ASIM asked internists whether they believed that the DRG system
37 had improved the quality of care provided to Medicare patients (e.g., by
38 encouraging more careful ordering of tests and procedures, initiating improved
39 and utilization review programs, improved communication among hospital
40 departments). Only 24 of the 246 respondents noticed an improvement in the
41 quality of care provided to Medicare patients. Moreover, there were over 200
42 specific reports of incidents in which internists believed the quality of care had
43 been compromised as a result of DRGs.
44
45 The most common of these, reported by 105 internists, was the premature
46 discharge of patients due to perceived DRG-related, hospital-imposed
47 pressures. The following comments from individual internists are illustrative of
48 many of those received:
49
50 "Printed forms appear on the chart 1-2 days before the DRG
51 expires strongly suggesting discharge."
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Page 2

1 "The overall thrust of communications from the (hospital)
2 administration Is towards early, perhaps inappropriate,
3 discharge."
4
5 "When the DRG 'expires' I am reminded and urged to
6 do something."
7
8 "Pressure to discharge sooner is very great and workup is
9 often incomplete."

10
11 Many internists also reported receiving daily updates or notices on how much
12 their hospitals were losing as a result of certain patients. There were also
13 indications that these pressures are being communicated to patients. As one
14 Internist commented:
15
16 "One local hospital details the cost on the front of the
17 record--the patient is aware of this, It has Created
18 anxiety . .
19
20 The remarks of other internists imply that the pressure many of them are
21 experiencing to discharge patients earlier may be more indirect:
22
23 'The hospital is not exerting pressure on our staff, but
24 there is pressure just knowing the hospital's livelihood
25 depends on us."
26
27 Many internists gave specific examples of the types of patients they believed
28 were being discharged earlier than medically appropriate:
29
30 "Alzheimer's patients without good placement."
31
32 "Patients with pneumonia and abdominal pains."
33
34 "Stroke patients have been transferred to inadequate
35 intermediate care facilities because they had the first
36 bed available."
37
38 "Patient with prolonged problems with deep vein
39 thrombophlebitis. (Another) patient with pneumonia went
40 home before completing antibiotic course. Both patients
41 were readmitted."
42

43 "A post-cholecystectomy patient age 82 who had a collapsed
44 vertebra, could hardly walk, and was not eating properly."
45
46 "I could give you at least 50 examples already. Most patients
47 were in the cardiac and chronic obstructive pulmonary disease
48 (COPD) classes."
49
50 In a related question, internists were asked whether there had been any increase
51 in patient mortality or morbidity associated with premature discharges. Some
52 47 respondents agreed that in their opinion early discharges had led to increases
53 in patient mortality or morbidity, with many offering their specific impressions
54 and experiences:
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I "I feel so, at least two medical fatalities might have been
2 avoided."
3
4 "One patient with leukemia died at home three days after a
5 premature discharge."
6
7 "Definitely. A patient did not meet the criteria for further
8 stay. He died a few weeks later."
9

10 'Increased morbidity but not mortality as yet, although
II expected in the future since the hospital will get stricter
123 in its evaluation."
13

14 Internists were also asked whether they had experienced any pressure from their
15 hospitals to discharge patients and readmit them within the next few days or
16 weeks, or were aware of instances where this had occurred. Eighty-one
17 internists complained about hospital pressure to readmit patients shortly after
18 discharge. Subsequent readmissions have two implications regarding quality of
19 care, as evidenced by the responses. First, many internists stated that a large
20 portion of these readmissions were the result of premature discharges: the
21 patients were not strong enough to leave the hospital and suffered relapses. A
223 gastroenterologist reanlled one such instan!ee
23
24 "EM, a 70-year-old black female, was admitted to the hospital and
25 discharged one week later. She had diabetes, cholelithiasis, weakness,
26 and difficulty in taking care of herself. Additionally, arteriosclerotic
27 heart disease was a problem. She was dizzy and also had peptic
28 symptoms.
29
30 On the last hospital day after she was seen on medical rounds, she
3' decided not to have a cholecystectomy. The hospital called my office
32 and said since she had made the decision, and since she was a 'DRG
33 patient,' 'can she be discharged? Under those conditions and n spite of
34 the fact that I felt she needed medical supervision and several days
35 more in the hospital for general care, regulation of diabetes, and
36 further assessment regarding gall bladder and cardiovascular problems, I
37 agreed to the hospital's request.
38
39 This was a mistake. She was readmitted to the hospital some 12 hours
40 later having had a black-out' spell at home, which probably represented
41 a transient isehemic attack.
42
43 It was probably ny error in submitting to pressure to get the patient out
44 of the hospital earlier."
45
46 Secondly, regarding complicated hospital stays, internists reported that hospitals
47 have been encouraging them to discharge patients and to readmit them at a later
48 date for treatment of a second condition they had diagnosed during the first stay.
49 As several internists reported:
50
51 "We're advised if patients are found to have multiple problems, handle
52 one major problem per admission."
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1 "Patients with multiple medical problems have one problem primarily
2 dealt with per admission."
3
4 "We are made well aware of the 'rules' encouraging this."
5
6 One respondent described a case in which a patient with old pulmonary tuberculosis
7 and supporative bronchitis was diagnosed as also needing cataract extraction. After
8 the patient's course of IV antibiotics, the hospital wanted her discharged and
9 readmitted for cataracts. Another respondent spoke of a similar case but with a

10 more drastic end: the patient was discharged, and kept out of the hospital for one
11 week in order to be readmitted under a new DRG; the patient then died during the
12 second readmission.
13
14 Finally, internists were asked whether they'd experienced pressure to underutilize
15 medically necessary tests and procedures, and if so, to cite specific tests and
16 procedures that they believed were indicated given the patient's condition but were
17 not provided, and any effect that underprovision of these tests and procedures may
18 have had on patient mortality and morbidity. Only 35 out of a total of 246 internists
19 responded affirmatively to this question. In fact, more internists (83) believe that
20 DRGs have had the salutary effect of promoting a decrease in the ordering of
21 unnecessary tests and procedures. However, a number of internists expressed

22 concern that DRGs could eventually lead to underutilization of certain tests and
23 procedures, to the detriment of patient care. In the words of one internist:
24
25 "In my opinion, the single most important reason that 'unnecessary' tests
26 are run is fear of lawsuits. When MDs can stop being afraid they will be
27 sued if they miss some exotic, rare disease, they will stop ordering so
28 many tests. I am afraid that the DRGs will pressure physicians to avoid
29 tests because they aren't cost effective and legitimate diagnoses will be
30 missed, leading to an increase in lawsuits. I think that one of the bad
31 aspects of DRGs is that we cannot look for unusual disease entities

32 because in general these searches are expensive and often
33 nonproductive, and will be looked upon by PRO committees, etc., as
34 inappropriate."
35
36 2. Severitv of Illness
37
38 Internists were asked whether there were any DRGs they believed should be revised
39 because they do not reflect the actual resources used to care for a patient or they
40 do not account for variations that exist in the degrees of patient illness, given the
41 same diagnosis. Almost half of the respondents (102) indicated that changes needed
42 to be made to either some or all of the 468 DRGs to adequately reflect variations in
43 severity of illness. As one member summed up:
44
45 "I feel the biggest problem seen so far is that the DRG is unrealistic--
46 patients often have several diseases which need evaluation and/or
47 treatment but DRGs relate to only one diagnosis. That means either
48 poor care or cost overruns."
49
50 Of the DRGs specifically mentioned as needing revision, these cases were repeated
51 most frequently: Guillian-Barre's syndrome, respiratory failure, myocardial
52 infarction (MI), cerebrovascular accident (CVA), leukemia, chronic obstructive
53 pulmonary disease (COPD), and stroke. The major complaint against the code for
54 respiratory failure was that it does not allow for variations in condition and
55 response. The DRGs for Ml, CVA, and COPD lack flexibility to account for outside
56 variables and complications.
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1 Physicians stressed the need for severity classifications as some cases require more
2 hospital days than others. Respondents complained about the inadequacy of the
3 DRG for leukemia to pay the cost of services as it underestimates the necessary
4 amount of care. Internists commented specifically on such inaccuracy:
5
6 "The length of stay allowed for acute leukemia hospitalization is less
7 than ten days, yet a course of remission induction chemotherapy
8 typically requires 25-35 days."
9

10 "Continuous IV infusion for seven to ten days is standard for a diagnosis
11 of acute leukemia (DRG 404), and the DRG allows nothing for this-or
12 usual complications."
13
14 The DRGs for strokes presented problems because all strokes are, as one internist
15 phrased it, "lump(ed) into a few simplified categories;" variations and complexities
16 of strokes are not accounted for.
17
18 Some 75 internists reported experiencing pressure from their hospitals to upgrade
19 the severity of diagnoses in order to maximize reimbursement. Respondents stated
20 that many hospitals educate physicians through lectures and posted reminders to, for
21 example, "seek more proper categorization to obtain maximum payment." Others
22 reported that:
23
24 "(We're) told to list all possible diagnoses so the best ones
25 can be chosen."
26
27 "There are DRG lists on all floors. The medical records people are
28 always 'negotiating' our discharge diagnoses with us."
29
30 "Diagnosis terminology is changed to fit the computer program. No
31 change in 'severity'."
32
33 "If you want to stay with the hospital you probably have to do that
34 since the hospital is a business and the administrators always look
336 at dollar figures."
36
37 3. PRO Review
38
39 Approximately 56 respondents stated that they believed the hospital's designated
40 medical review agent (PRO or in the absence of a PRO, a fiscal intermediary) had
41 increased its denial of medically indicated admissions under DRGs, to the detriment
42 of patient care. As several members commented:
43
4445 "Dependence upon criteria is too strict."
45
46 "Borderline cases are turned down, but usually are revised on
47 appeal--M1s are more careful. But what about the patient who
48 needed care but is borderline, as is the elderly man with
49 pneumonia who lives alone?"
50
51 "I am sure that some patients are not admitted because of
52 possible denial."
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"I've had two patients denied despite the fact they needed
2 admission, In our first three months of DRGs."
3
4 Some 45 internists also indicated that the PRO or fiscal intermediary had denied
5 care previously considered medically necessary under the cost-plus reimbursement
6 system and therefore covered by Medicare.
7
8 4. Changes In Hospital Practices/Services
9

10 ASIM sought Internists' views on whether the implementation of the DRG-based
11 system has led to any decrease in the quality of services provided by hospitals such
12 as (1) short staffing; (2) inappropriate substitution of nonbioequivaient generic drugs
13 for brand name drugs; (3) a decision not to Install a technologically advanced piece
14 of equipment that has the potential to Improve patient care; and (4) a decision not to
15 treat certain types of illnesses, or encouragement of physicians to admit these
16 patients elsewhere.
17
18 In response, 104 internists reported short staffing of, for example, nurses or lab
19 technicians in their hospitals. They reported many lay-offs of nursing staff,
20 resulting in increased paperwork and errors; decreased RN status and increased use
21 of aides; decreased night coverage and delays in lab tests; and less nurses per
22 patient. One internist reported not having "enough nurses to carry out tasks. A
23 typical patient comment. 'I asked for a pain pill three hours ago."
24
25 Although not to as great an extent, ASIM members also noted the inappropriate
26 substitution of non-bioequivalent generic drugs for brand name drugs (28 physicians);
27 more decisions not to install a technologically advanced piece of equipment that has
28 the potential to improve patient care (55); and decisions not to treat certain types of
29 iUnesses, or the encouragement of physicians to admit these patients elsewhere
30 (43).
31
32 5. Hospital/Medical Staff Relations
33
34 A substantial number of internists spoke positively about hospital/medical staff
35 relations. Three-quarters of the total number of respondents observed an increased
36 awareness of medical costs among the staff. Some physicians commented that this
37 consciousness of costs has heightened at the expense of quality care; for example,
38 some argued that length of stay is shortened and the more costly and complicated
39 tests are not implemented to the patient's disadvantage, or diagnosis/treatment of
40 the more obscure illnesses is excluded. However, the general opinion is that this
41 awareness Is positive, as more physicians are becoming involved in various
42 discussions and programs aimed at minimizing health care costs.
43
44 Forty-two respondents believed that the relations in general between the hospital
45 and medical staff have improved. They've noticed increased participation and
46 cooperation, and overall, better interaction between hospital and medical staff.
47
48 On the other hand, forty-two ASIM members complained about hospital efforts to

49 identify and deny or restrict privileges to physicians perceived as "too costly." A
50 more substantial number of respondents commented that although this has not been
51 fully witnessed at this time, they can see such actions developing. Some have stated
52 that the identification process--through so-called DRG profiles--has already begun,

53 and that it is only a matter of time before outright denials are made by the hospital
54 administration.
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1 SUMMARY OF KEY FINDINGS
2
3 ASIM's survey results have documented both positive and negative experiences, opinions,
4 and concerns of internists from across the country, and while anecdotal, provide some
5 insight into the system's effects on physicians, patients and hospital/medical staff
6 relations. As evidenced from the responses, many internists agree with the cost-saving
7 potential of the prospective pricing system but are concerned that cost reductions will
8 occur at the expense of patient care. Those responding to the survey clearly viewed
9 pressures to discharge patients early as detrimental to the quality of patient care. This

10 finding corroborated that of a study on DRGs conducted earlier this year by the General
11 Accounting Office (GAO). The GAO found that patients are being discharged from
12 hospitals after shorter lengths of stay and in poorer states of health than prior to DRGs.
13 Many patients are being told improperly that they have to leave the hospital because
14 their Medicare/DRG coverage has run out, according to the study.
15
16 Many internists responding to ASIM's survey recommended that adjustments be made to
17 the DRG system so that it would better reflect variations in the costs of caring for
18 certain patients. The average length of stay given in the Federal Register for each DRG
19 was considered inappropriate for the following cases: Guillian-Barre's Syndrome, Ml,
20 CVA, COPD, leukemia, respiratory failure, and stroke.
21
22 FUTURE ASIM ACTIVITIES
23
24 ASIM will continue to survey members on an ongoing basis in an effort to evaluate the
25 effects of DRGs on patient care. In addition to the ongoing survey, a more scientific
26 survey will be conducted of a random sample of ASIM members. The Society will share
27 these and future results with Congress, HHS, and PROPAC (Prospective Payment
28 Assessment Commission), recommending changes to the system as appropriate.
29
30 The data received will enable ASIM to evaluate the system and propose any necessary
31 changes. At this point, the Society has identified the major areas of concern and will

32 continue further study it order to determine:
33
34 1. Whether or not the DRG-based system adversely affects the quality of medical care
35 by limiting length of stay and results in the deterioration of the quality of hospital
36 practices.
37
38 2. Whether or not DRGs decrease the accessibility of care by encouraging hospital
39 review entities to denv certain admissions.
40
41 3. To what extent reimbursements are inadequate under the system and what the long
42 term consequences are.

/srl
L-900IR
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Total number of respondents-- 2 46 Up

SpecialSurvey ATrA4C eA <

How Have DRGs Affected Patient Care?

S52 .- . - _ -AI;

As al physicians know. a Medicare pricing system forhospital riate to Cfongresmtre ri sunv - e, -a . .a....

services based on diagnosis-related groups (DRGs) is now itsin any dega that should be nadeto the DRG system

beii5gimplemented 5cz tne country. effective with the (forexampte recaibrating DRG weights orincresaing the

atartecleach hospitalk\ fiscal year Sbisi systemn is intended to m berdDRGaS
encourage hospitals to become more cost efficient than has There is no deadline for submicaion of this form since all

been th cane in the past, and thereby to reducetherate oifin- hopitat are not yet under the DRG system; rather. we would

toesse in federal health expenditures. like you to make copies, completing nd mailing them to

ASIM is interested in colectinadaita with which to evaluate ASIM a.sthe needaises, In adition, please feel free to make

the effectsofthis system-both positively and negatively- copies forothermintrn ASIM rnembersor nonmember,
onthequalityofipatient care. 7doso, we needthehelp olin- (e.g., in your practice or at hospitals)

ternists-both ASIM members and nonmembers. If you are Please answer the followingquestions based on your per-

an internist or a subspecialist of internal medicine and have sonal experience inler DRGs being as specilic as posible in

personally expenenced any instances where the DRG system your response. Where sppropriste. give examples of particu

has affected the quality of inhospital came provided to MlKi ilrinst.nces where the care ofa patient has been affected, ei-

care beneficiaries, please complete the questionnaire below ther positively or negtitvely. Including specific information

and return it to ASIM IToprotect vourselfand ASI M. please related toeach patient-age. sex. diagnosis. DRG assigned t

do nol name oriotherwise identify any patient: otherphysi- the case. lengthofstay-AOild enhance the value dthis quen-

cian. hospital, its management or personnel. Use generic tionnairein establishing redible data with which to evaluate

terms only. the DRG system. tUe additional sheets ofpaper as neees-

Based on the responses received. ASIM will evaluate any ssry tPLEASE TYPE OR PR INT.

trends that seem to be occurring nationwide and will commu-

1. AssaresultoDRGs. haveyouexperienredanypresture
from your hospital to do any of the following-or been awvre C Db p patientu and readmit them within the nest
dinstan where these problemshave omurrdi (pke - few days or seeks, IPlease explain.)
checkallthosethaltapply): 81 responded affirmatively

0 Discharge patients earlier than medically appropat.
(Pease explain specific circumstances.)
105 responded affirmatively

0 Upgradethe severityadignodistomaxinie-reim-
burseneot, Le., DRG cree? (Please explain-)

75 responded afflrMltiVelY

O lus, has thern beenany increase in patient MatalityOr
morbidity ssocated with prenatuZr disacres?
(Plese explin)

47 resoonded affirmati~vely Oothor.(Plmseipian)

______ _____ ______ _____ ______ _____ 35 reccond aid

O In mhetytydIaoU (Pimeespan)
48 responded affirmativily

2. Are Ue any partiols DRGs you beve should be re-

vied bem .fIr example, they do not relect the adual

O Underutilize medically necessary teats and peocedureas tae wsed to m for f patient orthey do not account
(Ptease cite specifi tests and procedures that you be- forvariatlcas that exist inthe degree rpatient illness.
lieviewere indicatd given the patierti tcondition but Fe te same diagnosis (Please explain. giving relevant
were not provided, and any effect that underPwocision or DRG codes.)
them testsland procedures may have had -patient 102 responded affirmatively
mortality and morbiditky)
35 responded affirmatively
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3. Han the implementaLion of the DRG-based ss 6tem led to
any decrease in the quality of services provided by your
hospitals such as:

a Short-staffing(e g -of nursesor2abtechnicians)
(Please explain.)

104 responded affirmatively

0 Inappropriate substitution of non-bioequinalent generic
drugs for brand name drugs. (Please explain.)

28 responded affirmatively

t Decision not to install a technologicalli-adianced piece
ofequipinentthathantheliotentialtoimpnvepatient
eare. (Pleaie xplain.I

55 responded affirmatively

3 Decisionn~otto tireaterztain ti-pes of illiese-te.umen-
cojragement of phi-iioan-- toa-mit the-e iutientsplse-
n here. (Pliease exIplai;i )

43 responded affirmatively

5. Do you think DRGs hav led to-

0 Inreased cost awarenesson the partof the medical
stafr?(Pleaseeeuplain.)

183 responded affirmatively

O A decrease in theorderingof unnecessary testsand pro-
cedures? (Please explain. )
83 responded affirmoatively

o Improved reations betwveen the hostitol and medlical
staff? (Please cite specific exunilles I
42 responded affirmatively

, Efforts b vthe hospitals to ilent. if, anit (it or rest i ict
pni ileges to physicians terecisedi stoo, sitlT?-
(Pl

t
ease explain.)

42 responded affirmatively

U Imprmved quality ofcare prostied to Slelicare patients
(eg. -byencouragiig rmore efol idlet itg of tets aned
procedures. initating imprto ed qualiti- assurance anit
utilization review programs. iirpseil comnnminict ii
aiiotg hospital departments. etc. I?(Please explain.
24 responded affirmatively

3 Other. (Pleaseexpiain.)

10 responded

4. Has the hospitals designated medical revies entity (pro-
fessional stanldarldns -it orga-ization (PSRO). peer re-
view organization (PRO) or rseal intermedir-vi):

O I ncreased its denial of medically indicated admissions
underDRGs.tothedret-imento*patientcare?(Please
explain I

56 responded affirmatively

2 Deniedcavepre iouslv consideied medically necessary
unier the cost-plus reimbursement sYstem and there-
lorecoseed by Meilicacc? lPleaseexplain.)

45 responded affirmatively

n Other tPleace expl.iii)
13 responded

HospitalClassification:0 Urban: U Rural

Hospitaltype:U Community(nonprofit):O Mricate(for

profit). O Teaching;[] Other(pleasespecifi)

Bed Size:

We have purposely left the responses anonymous to ensure
greatercandor inthe replies Ifyoou ish toidentifyyourself.
hoseser, please feel free todoso.

Internal NledicineSbsineialtvly(if a n~vrI

PLEASE RETURN TO:

1101 VScina.t AOOx NW S;:t MO. WaSAA:sstos DC M'(
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ALABAMA QUALITY ASSURANCE FOUNDATON
SfITE 300. TWIN TOWERS EAST

235 G00ODWIN CREST DOiVE
BRMRINGHAM, AL&AaAMA 35209

ace TELtEPONE (205) 9424789

October 24. 1985

Senator Jeremiah Denton
United States Senate
516 Hart Building
Washington, D.C. 20510

Dear Senator Denton:

Enclosed is a copy of a newpaper article that appeared in the
Birmingham News last weekend. As you can see, the article provides
hospital specific data (including death rates) for the hospitals in
the Birmingham area. The Board of Directors at its meeting on Sunday,
October 20, 1985, expressed concerns about data of this type being
released from the HCFA Central Office. By HCFA Regulation, hospital
specific data released by the PROs must first be sent to the hospitals
for a thirty (30) day comment period and the hospital's comments
incorporated into the release of information. While the newspaper
reporter who obtained the information from HCFA did go to the
hospitals concerned (after several discussions with local medical
community representatives - myself included), his article did not
convey to the reader the shortcomings of the HCFA data set as an
indicator of quality of care. The DRG in the data set is based on the
diagnosis which caused the admission. An admission for the surgical
removal of hemorrhoids in which the patient died of a heart attack
would be coded as DRG 157 with a disposition code of death which would
make it appear to the casual observer of statistics that the hospital
had a death following the Hemorrhoid operation (anal procedure).

Another concern is based on the mandate to protect physician and
patient specific information and to insure that release of provider
specific information does not provide implicit physician or patient
identification. Uncontrolled release of hospital specific information
by HCFA (who has no knowledge of the number of physicians in a
hospital qualified to perform a specific procedure) will certainly
make available implicit physician identification with the potential
for malpractice suits based on a less than perfect data system. It is
clear that if HCFA is to release uncontrolled hospital specific
information that implicit specific physician identification will be
possible in some instances.
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Senator Jeremiah Denton
Page 2. October 24. 1985

Another major concern voiced by the Board was the fact that most
Medicare patients, upon reading the statistics in the table in the
article, will be given the impression that the death rate at Carraway
Methodist Hospital is an indication of the quality of care at that
hospital. Once a table of this type is published, no amount of
qualifying information in small print will off-set the impression to
the Medicare recipient. Activities of this type lead to decisions
based on mis-interpretation of information which could adversely
impact the quality of care to a Medicare patient. For example, a
hospital acting as a referral center for only those procedures which
are hioh risk and are performed on patients with many other
complicating factors, will have a much hicher death rate (because of
the risks involved) than a hospital who operates only on healthy
patients with little or no complicating factors. The latter hospital
will have the lowest death rate. A patient needing an operation who
is in poor health would obviously be better served in the hospital
whose physicians are experienced in dealing with high risk patients.
However, the Medicare patient could easily be led to choose the
hospital with the low death rate with the less experienced staff which
would increase the patient's vunerability to an adverse outcome.

For these reasons the Board of Directors ask that HCFA follow the same
gu'delinei for release of nospital specific information as PROs are
required to follow. In the event that HCFA continues to release this
type of information, some legislative relief should be sought in order
to protect physicians and patients from implicit identification and
Medicare beneficiaries from unexplained, often misleading, statistical
information.

Sincerely,
ALABAMA QUALITY ASSURANCE FOUNDATION, INC.

Henry C. Mostellar, Jr., M.D.
President

Enclosure
a gw

cc: Scnlt To All CWngrgessiioaal DElegate
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. From Page t2A
A The group hopes to see nore -
plex. complete data published, said
Barbara Herzog, director of AARP's
health care campaign. She envisions
the local PROs publishing the data in a
handdbook. -. .

"it should be a standard thing,
updated every six months, which would
boil down this infornation. It needs to
be in some format other than some
huge printout." she said.

Most local hospital offidals said they
, t ave no problerns vwdth data on their

hospitals being made available to the
*' publicforthefirsttirne. <X;11, '-B-;-

-It's very healthy for all of us." said
BMC-Princeton Administrator Byron
:Harell. 'It helps hold hospitals more
accountable for what's happening."

Yet many people in the health care
field questioned what the consumr.er can
tean from the numbers and wor.red
that coresumrs may jump to the wrong
k tind of conclusions. .

First of all, the data is restricted juslt
to Medicare patients, who unless they
are disabled. are more than 65 years
old. Lengths of stay and iiuortaitt rates

,generally will be higher for Medicare
patients than Other patients, local hos-
pital offictals said.

The officials also cited a lack of data
for consumers to be abte to make dcni'
s1ons about their hospitals.

.You have to have a whole lot more
data than this," said Dennis Dcscher,
41 dminisarator at SouthL uighlands Hios-
pital. "

Dr. J- Durwood Bradley, chief of the
medical/dental staffs at University

-.Hcspsals. said: 'rie vanation in deah
'rates arnd length of stays, I don't think it

"'per se means one place is any better
-than another."-i,, ,,,,1

Most health care professionals ques-
lion the data's lack of a rating to show
whether a hospital sees sicker patients

*-t n other hosp isala. ''.

- A. Keith Heartsill. chief financial
* 'officer at Shelby Mtedical Center. said
-because of the way Medicare reim-
^ burscs - for the primary reason a

patient Was adniatted to the hospital -
.-a death mav not nerccsarsly have been
-due to that diagnosis.

.s: There's also the possibility the
.psient died from a secondary in fection

Ore caught while in the hospital -
and the data doesn't show that either.

Msiid Michael A. Rooney. of People's
4ledical Society. a national health care
):consumer advocacy group based in
vEmrnaus. Pa. .
i*j.- Dctk Thompson. acting senior vice
Zpresident for the Brrni'ngharm Regional
.29fi&e of the hospital associaLion, wor-

bred about how the public will view
-mortality rates .. :.,^:<;.l-:

"I feel the public will be jumping on
'those perces.tas. but until you look at
the individual case and the complica-

.tions that go with it. you can't tell
' rnuch." he said. > -

W..Thompson said there is danger in
,-.'tading too much into numbers that
a fc5 ofLen smal lor individual hospitals
: s1The data also does not show how
:rnanv people were discharged from
'hospita4 and sent home, where they
*may have died soon afterwards.
-Thrmpson said.
' On the other hand. 'The data does

- make everyone examine themselves,"
-said Dr. Wiliam Leiter. vice president

- 'for medical affairs at SL Vincent's.
-- AQAFs Miller said the data now
available should only make the con-
stimer ask more questions. But patients
should ask questions of their doctors.
rather than hospitals. he said. ,. , :
r 'The first question I would ask. is
'Do I really need that partcular opera-
tios.' The second question I would ask
w ould be. What are my chainces of sur-
vival. - MiLler said. . .

Miller would also ask if the surgery
would iicrease his Lie espc arcy.
, Rooney, director of projects for
PINMS. faulted the present data for being
too simple. . - - ,: : , .
"' heres probably a lot more inlor-

.mation that could be made public.
Reailv usible data is still not being
given to the corsumer. What you have
Is a program that doesn't go far
enough.hesaid :.i','i".'.

"It's like you read in Popular
Atrchanes now. comperulng Zekco Fish-
ing toos against Carcia fishing reels
That's going to happen, and that's a
good thing.f said BMC-Pirieenton's lHar.

.re!L. ... , -*,.
SaiSd PMS' Rooney, "One of the biv-

gest dra'backs Ls the fact it svi nor
give in[Lua:uon (on individual doc-
torsl. One of the masons cited is th't
consuners wsould misinteriprt the data.
We think that is rather demeanng.:

."L you see that a certain hospital
has a mortality rate for apperndectomy
of 50 percent, you don't need fi e
Ph. D s to know something is wrong.
But What you don't Lnow is if it's Dcc-
torA. BorC.' - -
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T,.I SECAS I R" 1, '.1AI H ANt) ltlUANt 51 ct (S

N, 81335

The Honorable George Bush
President of the Senate
Washington, D.C. 20510

Dear Mr. President:

I am pleased to provide you with a report on the Impact of the
Medicare Hospital Prospective Payment System (PPS), which was requestrd
by Section 60

3
(a)(2)(A) of Public Law 98-21, the Social Security

Amendments of 1983, which states:

'The Secretary shall study and report annually to the Congress at the
end of each year (beginning will 1984 and ending with 1937) o: LJo
impact, of the payment methodology under section 1886(d) of the
Social Security Act during the previous year, on classes of
hospitals, beneficiaries, and other payors for inpatient iHospit.l
services, and other providers, and, in particular, on the irmj.nct of
computing DRS prospective payment rates by census divis.'n,, raher
than exciusively on a national basis. Each such report shall Include
sucl, recuenndations for such changes in 1epislat inn a:1: It S-
deems appropriate.-

This first report in the annual series has been prepared at a cost of
approxin-tely $350,000. IL is devoted 1orgoly ton i .tl ri ,. tin
tLan a rigorous analysis of the PPS and its uarly Impact, fur several
rearons. First, the data available for the analysis of PPS/non-PPS
differences by hospital type were limited to bills rrceived and pr-re.c rd
by the Healtit Care Financing Administration (HCFA) through July 1984 for
compicte stays through Jlone 1984. StcTOOtd, fOW gr:ad,,I tnpies .f
the PPS makes It lfkely that its full effects will not be felt until
future years, when prospective payment has been In place for a while and
thce affectedi g Itatis it-ve heroar nrore :,cic,,L tInnd to, it!: provi.ions a:,t
incentives. In addition, the dynamic nature of the health care sector
serves to complicate any artemptr to trace observed changes to any
specific policy initiative.

However, the findings of titis report do lead to several conclusions
about the impact of the PPS in its first year. The new system appears to
have been Implemented smoothly, and to have encouraged substantfal
clanges in the behavior of hospitals and of otiter major groups within thc
health care sector. Store specifically:
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o Impact on Classes of Hospitals--Average length of stay for
Medicare patients has fallen, as expecteI with Lill' d-'1i -
being the greatest in the history of the program. Con rary ao
exppcrations, Medicare admissions have also fallen. Whether
these findanps reflect the influence of PPS incentives. ot,-
stringent medical review, or a general trend toward decreased
hospiLal utilizatioL is unclear at this tince.

As expected, the Medicare case mix index appears to he highc r 'L

hospitals under the PPS. Transfers betwen sIhort-stay hospitL is
also seem to be higher, as anticipated. The percentage of
outlier cases and, consequently, the percentage of oaatl'pr
payaenrs are smaller than was lnitially projected. Alsn, thler
is some indication that medical education payments nny repres'c-
a substantial source of additional revenue for teachi,,g
hospitals.

o Impact on Beneficiaries--A number of initiatives have been tsnkec
to monitor Medicare beneficiaries' access to health care and the
quality of that care. Under the PPS, each hospital nest
contract with the Utilization and Quality Coaatrol Peer Rcvcw
Organization (PRO) for its State or area, to review the
reasonableness, medical necessity, quality, and appropriateness
of health care services provided to Medicare beneficialies

In addition to the PRO program, hCFA's survey and certification
program is being revised to place more emphasis on
outcome-oriented criteria in the Medic,,a-e dit -fo,

paiticipation. The porenai.l 01 th, Mcdic.ar, swIag baa! prjr o-;;,,
for improving access to care under the PPS is currently being
examined, and several other Federal, State, and private efforts
.are being nide to monitor access; ....c! ai ity.

Several intranoural and extramurix l !sitaida!; o0r, bei ng car ehl,, d
and planned to evaluate the Lnpact of the PPS on access and
qualifty. Tlce dais-asslr, in 1bs a-ep.a Lt i-; a-.,a I -a I ,Ili

description and analysis of pre-m'l'S baseline dalaa because the
results of these studies are not yet available. These results
will be described in future reports.

aa Impact on Other layers for lpatient lao1,tpai SLaraices--A naceber
of State Medicaid progra.xs have adopted prospective payment
and/or DRG-based payment methodologies, but the Blue Cross and
Blue Shield pla.-s hlve tended to opr incsa.-d for altern.iri-r
payment: mechanisms such as health maintenance organizations and
preferred provider organizations. Data are not available to
describe the impact of the PPS on ccem.erciaii i51 lrars.
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0 ! ton Otherrovides-There are some indications that
physicians are being encouraged to change their patient
managenent behavior due to prospective payment. in addition,
discharge destination patterns appear to be changing under the
PPS. Data from short-stay hospital bills show that the
percentage of discharges to providers of post-hospital care Is
higher under the PPS.

Furthermore, the rate of growth of Medicare benefit payments appears
to have decreased, led by the decline In inpatient hospital payments.

Thus, early evidence on the new system indicates that it is
accoasplishing many of its stated objectives, without any major problems
thus far, For this reason, no recoanendastions for legislative changes
are included in this report.

As the PPS continues to evolve over the next several years, and as
additional data become available for analysis, upconing annual reports
will continue to focus on the Issues described above. To addition, other
issues specified by the Congress, such as the impact of cmnputing ORG
prospective payment rates by census division, rather than exclusively on
a national basis, will be addressed in future reports.

Sincerely,

Macrgeft Ma Heckler
Secretary

Enclosure
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DEPARTMENT O HEALTH & HUAMAN SERVICES n Adns~,oL

Memorandum
* NoV I 9

F piractoc,
Office .f Medical Review, USQB

bunceeZ HCFA'. Policy Regarding Factors to be Coons14red by PROs In Making

Adio * tDc rrB nmiratio.

TO Associaze Regional Administrators

Divisionl of Health Standard. and Quality
Regtons I - X

The purpose of this memorandum is to clarify HCFA's policy with
regard to the desogr..phic, social, and cultur-l factors which PROs
may consider relevant to admission determinations

Factors which nay result in an inconvenience to a patient or family
do not, of themselves, justify hospital adai..ion. Whera such
factors affect the patient's health, the PRO will consider them in
detarmeinn whethar inpatint hospitalization Is appropriate. PROs
approve Medicare payment for hospital core only when they determine
that a less costly setting (e.g. outpatient, nursing home, home
care setting) would not be equally fifectiv. In providing needed
care, or would pose a direct threat to the safety or health of the
patient. For example, the PRO nay determine that hospital inpatient
care rather than outpatient care Is required only If the patient's
medical condition, safery or health would be significantly and
directly threatened If the care was provided In the less costly
Setting. Without accompanying medical conditions, factors-&bat say
cause the patieSt or family Inconvenience in terms of tine and money
needed to care for the patient at home, or travel to the doctor's
office, or which say cause the patient to worry, do not justify a
patienz's admission to a hospital or justify & PRO's approval of a
highar level of care for a patient.

We exptct the policy outlned above to be reflected in each PRO's
explicit screening criteria as soon as practicable. This policy
nust also be communicated In writing to 11 PIC physician reviewers
in ordcr that they nay understand our position. Please send copies
of your notification to the Pt.O to me by close of buslRE CEIVED

-f Nfowmbr 29. i "M

I ^ 1S~G~ swrKDvh U
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DEPARTMENT OF HEALTH&HUMANS ERVICES Ot5~ t fr'w., Gs

NqV 2 5 aK Memorar
Richard P. Kusserow

Inspector General

sNEarly Alert: Inappropriate Discharges and Transfers Under the
Medicare Prospective Payment System (PPS) - Information
Memorandum

To

C. McClain Haddow
Acting Administrator
Health Care Financing Administration

The purpose of this memorandum is to alert you to the
preliminary findings of our inspection concerning inappropriate
discharges and transfers under PPS.

The Office of Analysis and Inspections is conducting a study of
the 4,724 cases of suspected inappropriate discharges and
transfers referred to the HCFA Regional Offices by the various
medical review entities during the period of October 1, 1983
through May 31, 1985. The objectives of our review are to:

1. determine the number of documented cases of
inappropriate discharge or transfer during this
period;

2. categorize the cases and document their disposition:

3. review the appropriateness of corrective actions taken
by HCFA or the PROs on any potentially gross and
.flagrant instance of substandard caret and

4. examine the existing procedures pertaining to the
identification and disposition of these cases.

The early findings of our inspection have disclosed serious
deficiencies in the procedures used by the PROS and HCFA
concerning the analysis and resolution of cases of
inappropriate discharges and transfers. Specifically we are
deeply concerned that:

-1. We are unable to find supporting documentation on a
large number of the reported cases.

2. We have found numerous cases of substandard care in
which there was little or no action by the PROS.

.l,

idum
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3. We have grouped the referred cases by provider and
have identified patterns of potential violations by a
number of providers. In the vast majority of cases
these patterns have escaped identification by PROs
and consequently little or no effective corrective
action has been taken.

Based on our preliminary findings we are deeply troubled at
the ineffectiveness of the existing procedures used by PROs
to review cases of substandard care. We believe that it is
imperative that HCFA take strong action to place more
emphasis on PRO responsibilities for analyzing raw data and
taking corrective action where there are patterns of poor
quality of care.

We will continue to develop information related to serious
quality of care violations and to patterns of less serious
violations committed by certain physicians and providers.
In a number of cases we will forward our information back to
the PROs for more development.

We will keep you informed of our findings as our work
continues. We are prepared to meet with your staff to
discuss our findings. Contact can be made with
Barry Steeley on FTS 472-5343 to arrange a meeting.
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)[PA! TM[N Of E L.ALTiH K. HUMA4N StR\ iCt.S a

Memorandum
s; c '// Z (:/C

C. McClain Haddow
Ffofw Acting Administrator *

Inappropriate Discharges and Transfers Under the Medicare Prospective Paymentusub! System (Your Information Memorandum of November 25)

Richard P. Kusserow
To Inspector General

We are quite surprised by the conclusions in the subject information memorandum.

First, we certainly share your concern that PROS become more active with respect
to assuring the quality of care provided to Medicare beneficiaries. Our commitment
to this is reflected in the modifications we have proposed to the PRO Scope of
Work, which include application of generic quality screens to all cases under review
and increased attention to patient status at the time of hospital discharge. Further,
we will gladly accept your offer of further staff discussion of your findings. I must
pass along to you, however, my strong disagreement with your "preliminary
conclusions", and my puzzlement over them.

i Althougn your memorandum states you are studying 4,724 cases, in fact
you actually reviewed slightly less then 3700. Of these cases, many
predated PROs and were reviewed by PSROs or fiscal intermediaries,
neither of which had "clout' to deal with quality issues. These cases are
not appropriate for discussions about how well PROs are doing their jobs.

o Of the cases you reviewed that were actually handled by PROs, all but a
handful predated the effective date of the PRO sanction regulations (May
17, 1985) which first provided the PROS with real authority to deal with
serious quality problems, and all of them predated the release of the
"premature discharge" Instructions (cleared by the Office of General
Counsel on July 25, 1985) which first gave the PROs authority to deny
payment on at least some readmissions because of inappropriate prior care.
Thus, the IC study limited itself to cases handled by PROS before they had
all the tools they now have to deal with quality problems. It is simply
incorrect to assume that PROs are handling cases now the way they did
during the period of the study.

o Most disturbing of all, our respective staffs met on October 16, 1985 for
the purpose of discussing the preliminary findings referred to In your
memorandum. At no time during that meeting were any of the findings
characterized as "disclosing serious deficiencies", or being "deeply
troubling" by IG participants. In fact, there was no Indication of major
problems.

AIG-A
A.IG-I -

CGC/IG
i., SEC ..
DA-t,- SENT
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In the implementation of complex new programs like PRO, It is not reasonable to
expect that all possible problems will be anticipated, or that snags and delays in
implementation will not occur. It is reasonable, however, to expect us to identify
problems, fix them, and learn from experience to strengthen overall program
administration. We believe we have done this with the PROs. We would certainly
be Interested in any positive suggestions you might have to improve our quality
review procedures as they now stand, or to improve the quality activitIes for PROs
laid out in the second Scope of Work.
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SPECIAL COMMflUf ON AGnl

-'9._g-_ 'WASHUMTO. DC 20510

November 14, 1985

Eleanor Chemlinsky
Director, Program Evaluation and
Methodology Division

U.S. General Accounting Office
Washington, D.C. 20548

Dear Ms. Chemlinsky:

Thank you very much for your cooperation and testimony at
the Senate Special Committee on Aging's November 12th hearing on
Medicare's prospective payment system. Your testimony provided
valuable information concerning HCFA's quality assessment
activities. I know that I speak for the whole Committee in
commending you for a most clear and interesting presentation.

As I indicated to you at the hearing, there is a set of
questions to which I would like you to respond relating to your
testimony and to that of Mr. Haddow. I also know that ynou have
scveral points which you wanted to make for the record, and I
encourage you to submit those and the answers to the questions
below as soon as possible. Also, for your information, I have
enclosed a copy of the 1984 Annual Report to Congress on the
impact of the Medicare hospital prospective payment system,
which the Committee received under subpoena from the Department
of Health and Human Services. Your comments on the report or any
aspect of Mr. Haddow's testimony relating to the CAO's review of
HCFA activities would be most appreciated.

On pages 12 and 13 of Mr. Haddow's prepared testimony to
the Committee, he said that HCFA is looking at the impact of PPS
on patient care through five separate quality of care
evaluations. I would like you to comment on each of the five
evaluations in respect to two issues: (1) Will the study provide
statistically valid and reliable information on whether PPS Is
producing changes In quality of care for patients in the acute
and post-acute settings? (2) Will the study provide
statistically valid and reliable information on whether PPS is
producing changes in access to care for patients in the acute
and post-acute settings?

Thank you again for your cooperation and assistance. I
look forward to receiving your response.

Enclosure
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.iEtJR.SAL MEDICINS
-a F M.V.. ......... F.A.L.P. ..... NDOAI5OLOGY . MLA OUL DISK S

,No)vx lmh, l- 27. 9S'5
The Honorable John HeInz
Chairman, Special Comntittcc on Aginq
Scnate Office flui1dinq

Dear Senator Heinz:

Enclosed you will find a copy oL a notL tliit *;;iys at call'.

There is only so much that one can take in medicine and still keep
a sense of loyalty and honesty in regard to inedical practice. There
is also a point al which otic .,ii 'l -i, it". I will I ,Io.k lit i i. ;
short as possible because this is a good exa'Iple of wIat transpires
at the level of the hospital on d day in and day out basis.

Appended to this on the 'front index sheet' which is the legal
discharge sheet for the business office. Medicare and third party
payers, was the final diagnoses in a sequential order. In addition
the reviewer for the record room and DRG Committee, who is a
physician himself, noted that this patient, in addition to heart
failure, cardiac arrhythmia, possible stroke and multiple medical
problems, had also had a podiatrist see him in order to clip his
toenails and improve upon his inqrown toenails.

In essence, what it is saying as outlined in red is: Please ask
Dr. H who is the podiatrist, to add toenail debridement under
operations and procedures. It increases payment markedly. He will
be down to add them. I think the initials are those of a
Dr. C who is a "reviewer ' for the record room and the
DRG Committee. He is a "paid killer". Obviously he has to find
things like this to Justify his position in order to get his
income which is in turn paid by the hospital.

In essence what it states is: Just by adding the fact that the man
had his toenails clipped, the income for the hospital according to
the DRG payment system is increased from $3,175.00 to $6417.00!
All I can tell you is that's a Fell of an increase to have your
toenails clipped! As the record custodian told me in the record
room on Thanksgiving, the day I was signing the charts, "it pays
biu bucks for ingrown toenail excisions."

I need not say more; I think you understand what I am saying. I am
not benefitting from this - the hospital is. Why aren't you and the
committees looking at the hospitals for this type of manipulation.
etc.. that generates income that really is not there so that they
may propagate themselves, have more administrators, more vice-pres.,
more committee members, etc. Once they have more, they will find
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more things on the chart to code and to generate income in order to

perpetuate themselves as it were in the form of a Malignancy. The

cancer does not exist with doctors; the cancer exists with this type

of reporting system. This is not an isolated phenomenon and I

cannot attest to the fact that it happens at all other hospitals.

but I am sure it does and somehow it has to be stopped because we

as physicians are getting sick and tired of the accusations being

laid upon us that we are responsible for the increased cost of care

and fees paid out via Medicdre.

Please believe that this is a true fact and, if you so desire, I

would be delighted to have the entire chart photographed for you

to revi-w. I would 1,.- dc i.lMetil 1, di :.il:: it with you or a iirniber

of your committee and I would be delighted to redppear if necessary

since there is only so much a physician can take from the moral and

professional point of view before he stands up to be counted.

I hope this point is clear and whether he had his toenails clipped

or not wouldn't have made one iota of change in the treatment

pattern or in his longevity and quality of life, but it certainly

enriched the hospital to the tune of 53000.00 plus.

Very trul 5rs, , a_)

Sigmund R. Greenberg, M.D.. F.A.C.P.
Chairman, Department of Endocrinology
Abington Memorial Hospital

Associate Professor of Medicine
Temple University Medical School

CC; O.C.
cc: Mr. Michie
cc: Mr. Schulke
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DEPARTMENT OF HEALTH & HUMAN SERVICES F Arn

l C : ~ Memorandum
Date NOV 2 9 Ms

Director
Fkorn Office of Medical Review, ESQB

s,,i. Clarification of Denial Notice Content and Effective Date of LK 85-5

To Associate Regional AdinIstratorr
Division of Eealtb Standards and Quality
Reaions 1-2

The purpose of this memorandum Is to clarify the content of the denial
notice to providers. practitioners, aod beneficiaries required by PRO
Manual Transmittal 5, and the effective date for implebentation of the
transmittal. We are continuing to review a number of additional
questions concerning the subsect transmittal and vill i sue further
clarification or revised instructions as appropriate.

For denials resulting from the application of Section 3C1.A of the PRO
Manual, the PRO Is to Issue detailed letters to providers and/or
practitioners describing why the particular admission is being denied
(i.e., the basis for tte denial). For beneficliries, the denial nottce
should not provide the detailed rationale for the decision. but should
simply state that the bensficiary Is not liable to pay the coat, bovever.
Medicare is denying payment because the hospital circumvented the
prospective payment system. The notice should Include beneficiary
indeonification language, as vell as reconsideration procedures.

Should the beneficiary request a reconsideration, the reconsideration
notice should Indicate that the ase yes denied because the hospital
circu vented the prospective payment system. This Is also true when the
provider requests a reconsideration, and the beneficiary is a party to
the reconsideration (i.e., the reconsideration notice to the beneficiary
should be general and nondescriptive).

The denial requirements in Sections 3ClO.A, 3C10.C and 3C10D of the
PRO Manual concern quality of care actions prohibited by 1aw since 1S83.
therefore, these denials are effective vith PRO reviewf conducted on or
after July 25, 1585. For cases denied as utilization problems under
Section 3010. (.g., admission for work-up folloving a fev days at home
apd a subsequent admission for surgery). the effective date Is vith
admissions after September 3, 1985 which Is after receipt by the
hospitals of Jospital Manual Transmittal 457 notifying them of these
procedures.

Please disseminate this information to all PROs In your areas. For any
questions related to this memorandum, contact Michael Rappaport at
(FTS) 534-3980.

Jos.ph J. ID dky
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DRAFT

INSPECTION OF

INAPPROPRIATE DISCHARGES
AND

TRANSFERS

RICHARD P. KUSSEROW
INSPECTOR GENERAL

January, 196
Control Number: P-05-86-0050

Lead Regions
Chicago

Support Regions:
New York
Philadelphia
San Francisco

- -- -
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MAJOR FINDINGS

o Based on the findings of this inspection, it is
apparent that occurrences of premature discharges and
inappropriate transfers do exist and must continue to
be addressed aggressively by HCFA and the PROs.

o The published number (4,724 cases) of premature
discharges. and inappropriate transfers reported to
HCFA by MREs, FIs and PROS during the period 10/1/83
through 5/31/85 could not be verified. This is due
to the phasing out of the MREs, inconsistent instruc-
tions given by HCFA, and inaccurate reporting by the
PROs. Also, during the time frames mentioned above,
30% of the PROs were not reporting premature
discharges or inappropriate transfers at all.
Therefore, the overall extent of the problem is still
not fully known.

o Of the 3,706 cases found, 90% were referred by the
PROs; 10% were referred prior to PRO implementation.
One hundred and fifty-seven (4%) of the 3,706 cases
were inappropriately referred. Of the remaining
3,549 cases, 82% were premature discharges, 14% were
inappropriate transfers, and 4% could not be cate-
gorized by type.

o Quality issues ranging from very minor to gross and
flagrant were identified by the PROS in 60% of the
3,549 cases. PRO disposition ranged from intensified
review of identified hospitals and physicians to no
action being taken at all. In 43% of the cases with
identified quality issues the only apparent action
taken by the PRO was referral to HCFA.

o Medical records involving 133 patients were referred
to OIG physician consultants for review. Nineteen
were classified by OIG consultants as exhibiting
gross and flagrant instances of substandard care.
PROs took no corrective action, other than referral
to HCFA, on 12 of these 19 cases. In the opinion of
the OIG medical consultants, inappropriate actions
were taken on 106 of the 133 cases. These cases have
been or will be returned to the PROS for various
recommended actions.

o PROs did have the authority to take action on the
quality issues identified in this study. It appears
that many PROs have not effectively used the authori-
ties or the processes available to address instances
of poor quality care associated with premature
discharges and inappropriate transfers.

59-303 0 - 86 - 19
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0 During OIG site visits conducted in September and
December, 1985, problems were noted with the PRO's
accumulation of data pertaining to the quality of
care rendered by physicians and hospitals. This data
is necessary for the identification of abusive pat-
terns and subsequent corrective action.

o It should be noted that since the initiation of this
inspection increased activity by HCFA and the PROs in
this area has occurred. HCFA has issued Transmittal
6 (relating to sanction procedures) and has initiated
focused reviews in this area. PROs are increasing
sanction activities against physicians/providers
demonstrating abusive patterns of practice.
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I. Purpose and Methodology

At the request of the Inspector General, a national
program inspection was conducted of identified instances
of premature discharges and inappropriate transfers
occurring under Medicare's Prospective Payment System
(PPS).

The objectives of this inspection were to:

1) Determine the number of premature discharges and
inappropriate transfers referred to the Health Care
Financing Administration (HCFA) by medical review
entities (MRES), fiscal intermediaries (FIs), and
Peer Review Organizations (PROs) from 10/1/83 through
5/31/85;

2) Categorize the cases and document their disposition;

3) Review the appropriateness of corrective action on
cases where the PRO, MRE or FI, through its review
process, identified potentially gross and flagrant or
substantive instances of substandard care; and

4) Examine the procedures and instructions pertaining
to the identification and disposition of these cases.

This inspection was not meant to determine the overall
effect of PPS on quality of care rendered to Medicare
beneficiaries. This broader issue will be more fully
addressed in other Inspector General and HCFA reports
scheduled to be released later in fiscal years 1986 and
1987.

According to HCFA, 4,724 cases of premature discharges and
inappropriate transfers were referred to the HCFA regional
offices between 10/1/83 and 5/31/85 by various medical
review entities, including 33 of the 47 PROs located in
non-waiver PPS states. The actual referrals were kept in
the HCFA regional offices, excluding the New York region
where all states are exempt from PPS. Office of Inspector
General (OIG) teams went to the nine remaining HCFA
regions to gather identifying information on the referral
cases. During September and December, 1985 onsite visits
were also conducted at 19 of the 33 PROs to record what
actions were taken by them on cases with identified
quality of care issues. The remaining 14 PROs who had
referred to HCFA minimal numbers of cases were contacted
by the HCPA Project Officers to ascertain the disposition
of those cases. In all instances, the data gathered was
what was documented in the PRO's case file. If corrective
action was taken on cases but not documented in the
material available to the reviewer, it was not recorded.
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Discussions focusing on premature discharges and
inappropriate transfers and HCFA instructions regarding
these cases were conducted with HCFA's Central Office, the
nine regional offices, all 47 PROs, and 15 state hospital
associations. National associations such as the American
Medical Association (AMA), American Hospital Association
(AHA), American Peer Review Association (AMPRA), and
American Association of Retired Persons (AARP) were also
contacted.



578

Page No. 3

II. Overview

In March, 1983, Congress passed legislation requiring a new
system for reimbursing Medicare inpatient hospital stays.
Implementation of the Prospective Payment System began on
October 1, 1983, and by October 1, 1984, all non-exempt
hospitals servicing Medicare inpatients were being paid
based on 468 diagnostic related groups (DRGs). DRGs cate-
gorize patient stays based on principal and secondary
diagnoses and surgical procedures.

Consistent with the new era of competition and sound
financial practices pervading the private sector of health
care, Congress built into Medicare's Prospective Payment
System economic incentives to curb escalating costs and
prevent overutilization of inpatient stays. PPS encoura-
ges the use of outpatient facilities. It rewards hospi-
tals that provide efficient care by allowing them to keep
the dollar differences between their actual operating
costs and Medicare's DRG payment.

While the intent of Congress was to reduce health care
costs, it was also concerned that the quality of health
care not suffer under this new system. To ensure the
integrity of PPS and to maintain the high quality of care
afforded patients under the cost reimbursement system,
Congress established and provided funding for Peer Review
Organizations. The 54 PROs under contract with HCFA are
located in each state, territory, and the District of
Columbia. (Forty-seven PROs operate in non-waiver PPS
states.) They are responsible for determining:

1) whether the services provided or proposed are reaso-
nable and medically necessary for the diagnosis and
treatment of illness or injury .. ;

2) whether services ... could ... be effectively fur-
nished on an outpatient basis ... ;

3) the medical necessity, reasonableness, and the
appropriateness of hospital admissions and
discharges;

4) ... appropriateness of inpatient hospital care for
which additional payment is sought under outlier
provisions;
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5) whether a hospital has misrepresented admission or
discharge information or has taken an action that
results in unnecessary admission ... unnecessary
multiple admissions ... or other inappropriate medi-
cal or other practices ...

6) the validity of diagnostic and procedural information
supplied by the provider;

7) the completeness, adequacy, and quality of hospital
care provided; and

8) whether the quality of services meets professionally
recognized standards of health care.

(Peer Review Organization Manual, IM 2001.1)

To assist the PROs in carrying out their responsibilities,
Congress gave them authority to deny payment for
inappropriate services, to take corrective actions as
necessary and to sanction physicians and hospitals pro-
viding poor quality care, or attempting to circumvent the
new system.

Between October, 1983, and October, 1984, MREs and FIs
were responsible for handling quality of care issues as
PPS was being implemented. By October, 1984, all non-
exempt hospitals were being reimbursed by Medicare under
PPS, and almost all of the 54 PROs were operational.

As the PROs became operational, they began encountering
situations that involved premature discharges and
inappropriate transfers. Either of these situations could
indicate a hospital and/or a physician attempting to cir-
cumvent or "game' the system.

Premature Discharges/Inappropriate Transfers

A premature discharge is the release of a patient who is
still in need of acute hospital care. If the patient
returns to the hospital, the hospital receives a second
DRG payment. If the patient does not return to the hospi-
tal, the hospital still benefits financially by having
expended less of its resources than would have been
expended had the patient stayed until acute level care was
no longer required.
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An inappropriate transfer is the transfer of a patient,
for no discernable reason, from an acute hospital to
another acute hospital or from an acute hospital to an
exempt non-PPS unit (e.g. rehabilitation, psychiatric, and
alcohol/drug treatment units). The Medicare program suf-
fers financially when patients are inappropriately trans-
ferred back and forth because each facility involved
receives reimbursements either through DRGs, per diem
payment, or on a cost basis.

MREs, FIs and subsequently PROs were required to review
all readmissions to a hospital within seven days, and all
patient transfers. Instructions regarding the iden-
tification and processing of these cases were contained in
HCPA's Transmittal 107 issued in November, 1983, and are
now incorporated into the PRO manual. These initial
instructions dealt only with cases that were determined to
be medically unnecessary stays or medically unnecessary
transfers. If the care rendered during the readmission or
following the transfer was determined to be unneces-
sary, denial of the second stay could be made. If a pat-
tern of unnecessary admissions or transfers was
identified, development of a sanction recommendation was
to be initiated if violations of Section 1156 of the
Social Security Act were in evidence.

Falling outside of the scope of the initial instructions
issued by HCFA were instances of premature discharges and
inappropriate transfers where the resulting stay was medi-
cally necessary, or the reason for transfer was not
apparent, although the care was necessary.

These cases were to be referred into the HCFA regional
offices for analysis, pending a Departmental legal deci-
sion regarding how to implement the authorities under
Section 1886(f)(2) of the Social Security Act, which
authorizes PROs to deny stays and initiate sanction action
in instances where PPS is being manipulated or circum-
vented. It was assumed by HCFA that the PROS would handle
any quality issues associated with these cases in accor-
dance with PRO authorities and procedures. These provide
for educational contacts, intensified review and ultima-
tely sanction of providers if violations of Section 1156
are identified.

In July, 1985, HCFA issued Transmittal 5, which instructed
the PROS to deny payment in certain circumstances for
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readmissions resulting from premature discharges and for
inappropriate transfers, and to initiate sanction develop-
ment based on prescribed criteria.
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III. Case Reconciliation

o Of the 4,724 premature discharge and inappropriate
transfer referrals reported by the HCFA regional
offices from 10/1/83 through 5/31/85, 2,688 (57%) of
the cases could be located.

o Of the referral cases, 2,165 were reported by HCFA to
be MRE/PI referrals and 2,559 were PRO referrals. 17%
(370) of the MRE/FI referrals and 91% (2318) of the
PRO referrals were located during this study.

o In addition, 282 cases referred after 5/31/85 were
reviewed and 736 cases that were never referred
were identified and categorized.

o In all a total of 3,706 cases were reviewed.

To put these numbers in perspective, it should be noted
that from implementation of PPS through May, 1985,
MREs/FIs and PROs reviewed, for a variety of reasons,
approximately 2.1 million cases. The 4,724 referrals made
to HCFA were contained in a universe of approximately
345,700 cases. Identified premature discharges and
inappropriate transfer cases referred to HCFA by the PROs
account for approximately 1.4% of this specific universe.

However, because of inconsistencies, inaccuracies and non-
reporting, any broad conclusions drawn, based on these
figures, would be unfair and inaccurate.

After PRO implementation the vehicle for referring prema-
ture discharges and inappropriate transfers was the
"Monthly Medical Review Report' (HCFA-516). Summaries of
case referrals were expected to be attached to the
HCPA-516s.

It was anticipated that the referrals made prior to PRO imple-
mentation might be difficult to locate, and indeed
only 370 of the 2,165 MRE/FI referrals could be found.
It appears that most of the case information was destroyed
or warehoused by the MREs/FIs when the PROs became opera-
tional.

In a few regions PRO referrals were also hard to find.
Case summaries supporting the numbers on the HCPA-516s in
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some instances could not be located or the identifying
information on the referrals was not complete enough to
associate it with a HCFA-516. This made categorization of
those cases impossible. On-site visits to the PROs became
more difficult because the PROs were required to locate
the referral cases without identifying information and
then document action on quality issues. Because of
this confusion, 282 cases referred into HCFA after
5/31/85 were categorized, as well as 736 cases that were
found on-site at PROs that had never been referred. In
all a total of 3,706 cases were reviewed in this inspec-
tion.

Explanations for the difficulty in finding the referral
cases varied. HCFA, in issuing instructions regarding
these referrals, did not stipulate a format or the type of
information that should be contained in the referrals.
Thc regional offices did not give uniform instructions to
PROS regarding these referrals. Some regions indicated
they wanted only the number counts, while others issued
explicit instructions on what to send in, including cases
involving quality issues or anything that was of a sen-
sitive nature.

Due to the inconsistency of the instructions the PROs were
confused regarding their reporting responsibilities. This
is evidenced by. the disparity in the number of cases
reported by each PRO and in the 30% of PROs who referred
no cases at all. There is also no direct relationship
between the number of cases referred, Medicare hospital
utilization within the state, or review activity by the
PROS. In addition, of the cases that were located and
identified, approximately 4% were inappropriate PRO
referrals that did not involve premature discharges or
transfers. The chart on page nine indicates total
referrals reported on the HCFA-516s, and case summaries
actually located.

The lack of referrals and inconsistent referral rates can
be attributed to systems problems experienced by FIs and
PROs in identifying these cases; unclear, misunderstood,
or disregarded instructions; duplicate counts; amended
HCFA-516 reports; and confidentiality concerns by the
PROs.
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Of the 3,706 cases reviewed, 90% were referred in by PROs,6% by MREs, and 4% by FIs. Eliminating the inappropriate
referrals reduces the case count to 3,549. It is these
3,549 cases which are discussed in the body of this
report.

CASE RECONCILIATION

CASES REPORTED BY HCFA
10/1/83 -
5/31/85

MREs/PIs 2165

PROs 2559

TOTAL 4724

CASES REPORTED AFTER
5/31/85

CASES NOT REPORTED

TOTAL CASES FOUND

LESS ERRONEOUS REFERRALS

TOTAL

CASES
_FOUND_

3 70

_2318

2688

28 2

7 36

3 706

.15 7

3549

PERCENT
FOUND

17%

91%

57%
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IV. Categorizing Cases and Documenting Dispositions

o Of the 3,549 cases reviewed, 82% were identified as
being premature discharges, 14% were inappropriate
transfers and 4% could not be categorized by type
because of insufficient information.

o Of these cases, 60% were identified as quality issues
by the PROs.

o In 43% of the quality issues identified, the only
apparent action taken was referral to- the HCFA
regional offices.

o Of 2,146 cases with apparent quality issues, 133
patients' records were referred to OIG physician con-
sultants to review the appropriateness of PRO
action.

o PRO action was found to be inappropriate in 106 of
the 133 cases reviewed by the OIG.

Quality issues were coded when a PRO physician advisor had
identified them in case documentation. It should be noted
that the magnitude of the quality issues identified by the
PROs varied from very minor to potentially very serious.
However, the review teams did not attempt to categorize
the severity of the issues.

CATB3ORIZE CASES QUALiTY ISSUES
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Premature Discharges

The premature discharges discussed in this review were
identified as such by the PROs in their reviews of a sub-
sequent readmission. The PROs referred these cases to the
regional offices because the patients:

o were not appropriately treated;

o were appropriately treated but released too early in
the course of treatment;

o were discharged in a medically-unstable condition; or

o were discharged to be readmitted for further treat-
ment when all treatment could have been rendered in
the first admission.

If a patient is released prematurely it is almost always
at the physician's direction. However, there may be exte-
nuating circumstances. In 70% of the 2907 premature
discharges reviewed, it appeared the physician was solely
responsible for the discharge. In the remaining 30% of
the cases the discharge was not directly attributable to
the physician. For example:

1) In 23% of the premature discharges, the patient was
admitted for a diagnostic workup, released, and read-
mitted for surgery. These situations included car-
diac catheterizations with readmissions for bypass
surgery and biopsies with readmissions for major
surgery. The first situation is standard in many
hospitals: the bypass surgery is not scheduled until
the results of the catheterization are known. The
second is frequently due to the patient's wish to
settle his/her affairs before major surgery.

2) In three percent of the premature discharges, the
patient was discharged at his or her own request or
the family's request.

3) In one percent of the cases, the patient left the
hospital against medical advice.

4) In three percent of the cases, miscellaneous reasons
accounted for the discharge.
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In a very few instances, as annotated in the record
reviewed, the physician discharged the patient because the
physician had presumably been informed by the hospital
administration that the resources expended on the patient
were going to exceed the DRG payment, causing financial
loss to the hospital.

The PROs also identified cases in which the patient was
discharged as no longer needing acute care but was unable
to manage at home, necessitating a readmission. A
possible explanation for these situations is poor
discharge planning. The patient should have been placed
in a skilled nursing facility or referred for home health
services . However, based on the sometimes limited
information available it was difficult to determine if
readmission was due to poor discharge planning or a prema-
ture discharge.

Inappropriate Transfers

Generally, a transfer is necessitated by the inability of
a hospital to provide a necessary service:or a procedure,
or because a patient is in need of a specialized therapy,
i.e., rehabilitative or psychiatric care. The initiation
of a transfer is based on an order by the attending
physician who determines the level and type of care the
patient needs.

Of the 519 transfer cases reviewed, the majority of
patients, 79%, were transferred from one acute care
hospital to another; 4% to a rehabilitation unit; 2%
to a psychiatric unit; and in 8% of the cases the destina-
tion was not known.

In almost 7% of the cases reviewed ' patients were
"transferred" inappropriately to skilled nursing facili-
ties or swing beds. By HCFA definition, a patient is
admitted to these facilities, not transferred. However,
for purposes of this review, these cases were considered
transfer cases.

In 58% of the transfer cases reviewed, the reason for
transfer was not apparent. The remaining transfer cases
represented situations where an inappropriate transfer
occurred that could not be attributed to the physician or
hospital. They are as follows:
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1) In 29% of the transfer cases reviewed, requests
for transfer were made by the family. In some of
these cases, the patient had been admitted to a com-
munity hospital that did not have the expertise to
complete tests and perform necessary procedures.
Therefore, the patient was appropriately transferred
to a larger tertiary hospital which, in some rural
areas, could be located a great distance from the
patient's home, family and friends. Once necessary
tests and procedures were performed, the family or
patient requested transfer back to the community
hospital for convalescence, which could have taken
place in the tertiary hospital.

2) In 12% of the cases miscellaneous or unclear reasons
accounted for the transfer.

3) In 1% of the cases, the patient refused treatment at
the receiving hospital and was sent back to the
transferring hospital.

4) In a very small percentage of cases documentation in
the record indicated that a patient was transferred
from an acute care setting to a specialty unit
because if he/she stayed in the acute hospital longer
he/she would exceed the "average length of stay',
hospital resources expended might exceed DRG payment,
and the hospital might suffer a financial loss.
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PRO Disposition of Cases With Quality Issues

PRO follow-up activities were generally categorized into
educational contacts, intensified review, and referral to
HCFA only. In 43% of the 2,146 cases with identified
quality issues, no action other than referral to HCFA
was taken. The remaining actions taken by the PROS when
quality issues were identified are categorized as follows:

1) Educational Contacts

In 35% of the cases the PROs made educational con-
tacts. The educational contacts ranged from sending
the attending physician and hospital utilization
review (UR) committee a copy of the referral to HCFA;
to a telephone call to the attending physician by the
PRO physician reviewer; to a carefully documented
letter to the physician with a copy to the hosnital
UR committee detailing the PRO's analysis of the
case. Many more of the former two practices were
noted in this review. In very few instances was the
phone call well documented, giving any details of the
conversation, date or time. In some cases contact
was made with the hospital UR committee instead of
the physician, or in addition to the physician.

2) Further Review Determined No Problem Evident

In 10% of the cases it was determined that based on
either additional information or review by a second
PRO physician, there was no quality issue involved.

3) Intensified Review

In 2% of the cases reviewed the PROs instituted
intensified review of the hospital or physician.

4) Sanction Development

In no instance was a sanction development initiated by
the PROs.
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In 10% of the cases, actions such as referral to the PRO
quality assurance committee; PRO development underway; PRO
unable to locate record: etc., were recorded in a
miscellaneous category.

PRO DISPOSITION OF OASES
WITH QUALITY ISSUES
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Quality Issues

Sixty percent of all cases reviewed involved quality con-
cerns. The quality issues ranged from very minor to
gross instances of substandard care. of the 2,146 cases
identified as having quality concerns, 2,050 were prema-
ture discharges, 42 were inappropriate transfers, and 54
were diagnostic workups with a readmission for surgery.
It should be noted that not all of the 2,907 cases identified
as premature discharges were classified as being quality
issues. Generally the diagnostic workups with read-
missions for surgery, while classified as premature
discharges by HCFA definition, did not involve substandard
care. Prior to PPS this was acceptable hospital practice.
In addition, quality of care was generally not a concern
in transfer cases. However, some patients were trans-
ferred in unstable condition or for inappropriate car
and some of the patients sent home to await surgery
deteriorated in the interim.

Substantive issues accounted for the vast majority of the
cases reviewed. The types of situations which were
identified most often included:

1) conditions not adequately treated, such as indications
of urinary retention, infection, etc., being
acknowledged but not addressed prior to discharge;

2) secondary conditions uncovered by laboratory analyses
not being acknowledged or addressed until
readmission;

3) failure to perform routine laboratory tests, or
failure to document vital signs, leading to missed
diagnoses.

All of these cases had been identified as quality concerns
by the PRO physician reviewers. When the OIG reviewers
saw cases in which the situations above appeared to have
placed the patient in great jeopardy, copies of the medical
record were requested for further review by OIG physician
consultants.

The OIG physicians reviewed medical records for 133
patients and, if attached, PRO worksheets and opinions by
nurse reviewers or PRO physician advisors. After analysis,
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the cases were then grouped into the following cate-
gories: gross instances of poor quality of care;
substantial instances; possible instances; no instance of
violation; and no opinion of the case reviewed. PRO phy-
sicians' comments on these cases were also categorized.
The result is displayed on the following chart:

OQG MEDICAL REVIEW
OF 133 CASES
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In 551 of the 133 cases, PROs referred the cases to HCFA
and no further action was taken. In 27% of the cases an
educational contact was made. In the remaining cases a
number of actions, such as referral to the PRO quality
assurance committees, were made. In no instance was a
sanction development initiated.

OIG physicians recommend that sanction development be
taken in 14% of the cases; additional review of more recent
cases be done on specific hospitals and physicians iden-
tified in 23% of the cases; educational contacts be made in
22% of the cases; no action in 21% of the cases; and rere-
view of the case by the PRO in 10% of the cases. In the
remaining 10%, various other actions are recommended.
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In summary, medical records for 133 patients were reviewed
by OIG physician consultants. It was their opinion that
19 of these cases represented instances of gross and
flagrant violations. Fifty-five represented substantial
violations of acceptable medical practice, 21 represented
possible violation, 37 cases had no quality issues on re-

review, and in one case OIG physicians had no opinion.
Forty cases with identified quality issues where
inappropriate action were taken by the PROs have been
returned to them for sanction development. The remaining
66 cases will be returned through HCFA to the PROs for
various recommended actions.
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V. Mechanisms to Address Cases of Premature Discharge
or Inappropriate Transfer

o The profiling of physicians and providers necessary
for the identification of abusive patterns is for the
most part being done manually by the PROS.

o HCFA instructions contained in Transmittal 5 were
well received by some PROS, but many expressed a need
for further clarification.

o Sanction recommendations regarding these cases are
not being made by the PROS in accordance with
available PRO authorities.

Based on the findings of this inspection it appears that
many PROs have not effectively used the authority or the
process available to them to address instances of prema-
ture discharge and inappropriate transfer. This is due in
part to their inability to identify patterns of abuse, the
lack of clarity and adequacy of HCFA instructions per-
taining to these cases, and an apparent reluctance to
implement corrective actions and carry out educational
responsibilities when instances have been identified.

The prevention of premature discharges and inappropriate
transfers is part of the PROs' ultimate goal of protecting
the integrity of the system while safeguarding the quality
of care provided through this system.

The process enabling the PROs to address premature
discharges and inappropriate transfers involves:

1) identification, tracking and profiling of providers
and physicians;

2) review and assessment of the appropriateness and
quality of care;

3) use of corrective measures and communicative
approaches designed to educate and instruct providers
and physicians, as well as denial of payment and
sanction actions.

Identification and Profiling

HCFA requires that all PROs have profiling capabilities.
Yet, very little profiling was being done of the providers
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and physicians identified in the premature discharges and
inappropriate transfers reviewed in this inspection.
Profiling that was occurring was for the most part being
done manually.

A total of 1,158 hospitals could be identified in this
study, 392 of which had three or more cases identified as
being premature discharges or inappropriate transfers.
One hundred eighty-five had five or more cases identified,
85 had eight or more instances and 53 hospitals had 10 or
more instances identified during the time frames of this
review. Those hospital providers identified as having more
than 10 instances of premature discharges and
inappropriate transfer will be brought to the PRO's atten-
tion by HCFA for additional development to determine if
patterns of substandard care exist.

In order for the current system to work, it is essential
that individual instances of premature discharges and
inappropriate transfers be identified and dialogue ini-
tiated with the physicians and hospitals involved to pre-
vent further occurrences.

Under current policy the denial of the second stay should
serve to deter the physician and/or hospital from manipu-
lating or circumventing the system, but it will not faci-
litate the identification of patterns of poor quality
care unless profiling of physicians and hospitals also
occurs.

Due to the heavy volume of cases reviewed by the PROS it
is essential that profiling of quality issues be auto-
mated. Not only would this provide for accurate tracking
and analysis, it would also facilitate HCFA monitoring
processes and PRO reporting responsibilities.

As noted on the chart on page 25 the PROS initially had
difficulties in identifying potential premature discharges
and inappropriate transfers due to data exchange problems
with the respective FIs. Case control problems as men-
tioned earlier were also identified during the conduct of
this review.

HCPA Instructions

The issuance of Transmittal 5 addressed in part situations
where premature discharges and inappropriate transfers
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were occurring. HCFA provided guidance to the PROs on how
to handle certain situations that were in violation of
Section 1886cf)(2) of the Social Security Act. Generally,
the PROS were glad to receive the instructions contained
in Transmittal 5. However, when asked if the instructions
were adequate and could feasibly be incorporated into the
existing processes, they were less unanimous in their
responses.

Half of the PROs felt that the instructions were
not realistic and need further clarification. The focus
of many of the PROs' concerns revolved around the denial of
the second hospital stay rather than the first (which
resulted in the premature discharge). Also, they appeared
to be somewhat unclear regarding the hospital appeal
rights should payment be denied and the effect of waiver
of liability in these situations, although these issues
are addressed in Transmittal 5.

Some PROs felt the criteria stipulated by HCFA which would
indicate a pattern of circumventing PPS and necessitate
initiation of a sanction development was not consistent
with the current sanction procedures. PROs also felt that
the trigger of a sanction development based on three
inappropriate transfers or premature discharges in a
quarter would unfairly penalize larger hospitals. Related
concerns expressed by the PROS are the potential effect on
their staffing and budgets that would result from
increased sanction activity.

Not covered in these instructions are situations where a
patient is readmitted to a different hospital. In addi-
tion, the instructions do not address premature discharges
that do not result in another hospital stay, nor do they
apply if the patient or family requests the discharge. Also
not addressed are situations where proper discharge
planning would have prevented the necessity for the second
admission.
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Areas that were not clear to the PROs were:

1. Effective date of the instruction;

2. Whether the criteria triggering initiation of a sanc-
tion applies to an individual physician or the hospi-
tal.

3. Whether to:

1. Recommend sanction based on

A. quality which does not meet professionally
recognized standards under Section
1156(a)(2) of the Social Security Act; or

B. circumvention of the system, Section
1886(f)U2); or

2. Refer for termination of the provider agreement
under 1866(B)(2).

4. Whether the requirement to refer premature discharges
and inappropriate transfers into HCPA via the
HCFA-516 is still in effect.

Use of Educational, Preventive, and Corrective Measures

Prior to issuance of Transmittal 5 in July, 1985, the PROs
were not authorized to deny payment for premature
discharges and inappropriate transfer, pending a legal
determination regarding the propriety of this action.
Although PROs now have instructions regarding this
authority, it is too early to determine if the financial
loss to hospitals resulting from the identification of
such practices will serve as a deterrent in the future.
However, PROs have always had the responsibility to docu-
ment patterns of substandard care and initiated corrective
actions.

With the issuance of Transmittal 5 the PROs have received
instructions and been given criteria that if met should
trigger a sanction development based on circumvention of
PPS.

A number of PROs expressed the opinion that if they were
adequately performing their educational and preventive
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role, punitive actions would not have to be taken as
frequently. Indeed the current process encourages an
early warning to a physician or hospital to prevent the
necessity for drastic action later on.

However, as mentioned earlier, the PROs are not consistent
in how often or to what extent educational contacts are
made with the hospital physician community when poor
quality care has been identified.

Documentation of educational contacts, whether phone calls
or letters, could be found in fewer than half of the cases
identified by the PROs as having indications of poor
quality. In some instances, the OIG physician reviewer
determined that, on available evidence, the care was in
gross and flagrant violation, yet only a referral to the
HCFA Regional Office had been made.

In instances where a copy of the letter sent to the physi-
cian was available, it frequently did not document the
nature of the violation or the PRO's specific concerns.

It is essential to the PRO monitoring process to
document that educational contacts of a specific nature
have been made with physicians and hospitals when quality
issues have been identified. It is also essential to the
development of a sanction case should the necessity arise.

There was no uniformity or consistency in the cases
reviewed regarding: when an educational contact was made;
the content of the notification; with whom the contact was
made; or documentation of the contact.

The following is a diagram of the process to identify,
track, and prevent the occurrence of premature discharges
and inappropriate transfers. Asterisks are used to iden-
tify weaknesses in this process that have been discussed
throughout this report. Correction of these weaknesses
and aggressive use of this process by the PROs should pre-
vent occurrences of premature discharges and inappropriate
transfers in the future.
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VI. Recommendations

1. HCFA should:

o Continue its reporting requirements regarding
premature discharges and inappropriate trans-
fers. Instructions regarding PRO referrals
should be clarified and a uniform format for
referrals developed. Uniform PRO referral of
these cases will help to identify the magnitude
of this problem and assess the effectiveness of
the policies contained in Transmittal 5.

o Issue clarification of TRansmittal 5 imme-
diately, in response to specific PRO concerns.

o Expand the PROMPTS review to include monitoring
of a sample of referral cases, from iden-
tification through PRO corrective actions, to
ensure the process for handling these cases is
being correctly implemented.

o Reassess, through PROMPTS, PRO operational proce-
dures and systems for identifying, profiling and
tracking instances of poor quality care attribu-
table to physicians and hospital providers.
PROs should have the automated capability of
identifying patterns of substandard care.
Deficiencies or system problems should be noted
and corrective actions taken.

o Develop guidelines and model letters regarding
the issuance, content, and documentation of edu-
cational contacts made prior to sanction develp-
ment.

o Initiate studies to determine the extent to
which poor discharge planning is resulting in
hospital readmissions.

2. The OIG concurs with HCFA that PRO scopes of work
should be revised to place more emphasis on PRO
responsibility in monitoring quality of care.

3. The Department should continue to encourage passage
of Senate Bill 1623, incorporated in the Senate
Reconciliation package, which would authorize PROx to

I
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deny payment for identified instances of substandard
care, of a substantive nature, rendered to Medicare
beneficiaries.
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February 26, 1986

Senator Christopher 3. Dodd
Special Committee on Aging
628 Senate Hart Office Building
Washington, DC 20510

Dear Senator Dodd:

I am responding to your questions to me concerning quality of care problems
under Medicare's prospective pricing system (PPS).

Q. Is PPS basically compatible with quality of care fu Medicare beneficiaries?

The answer is that it can be compatible with high quality care IF we are com-
mitted to making quality a priority of the system. Unfortunately, the quality
of patient care has not been a high priority of HCFA and thus has not been a
priority for the peer review organizations charged with monitoring and safe-
guarding quality.

The basic problem is that HCFA has refused to monitor those places in the system
where quality is likely to be compromised. HCFA simply does not have the infor-
mation to claim, as it does, that quality is not a problem under PPS.

And although the most recent scope of work requirements for the second round
of PRO contracts is an improvement over the first, a great deal remains to be
done so that patients and policy makers, bureaucrats and doctors can discuss
the quality of medical care and understand what each other is talking about.

I believe the recozmendations beginning on page 11 of my November 12, 1985,
testiamay to the Senate Special Committee on Aging (attached hereto) sets forth
the actions that must be taken to assure quality medical care, not just for
Medicare patients, but for younger patients, too.

Q. How useful can an advocacy. program be in assisting Medicare patients pre-
maturely discharged from hospitals?

Given the proper tools, an advocacy program can be very helpful in assisting
Medicare patients prematurely discharged from hospitals. The tools necessary
for such a program, however, are grossly inadequate under current law and re-
gulations. For example, the current appeals process for continued stay denials
is deficient. The timing and content of the hospital "notice of noncoverage"
raises many questions. The unavailability of appeal rights until the patient

Amenrcan Assciahion ofRetircd Pcrsons 1909 K Sieci. N.W.. Washington. D.C. 20049 (202) 872-4700

via R. tIrandcr Presnjn Cynl F. Bnickfidd beculeIe DOeir
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places himself at financial risk is causing the patient to leave rather than

challenge a denial of benefits. If the patient is not willing or is unable to

risk his own funds, he will be discharged and there will be no expedited ap-

peal. A basic commitment to quality care requires an appeals process capable

of testing decisions to deny coverage on a case by case basis before benefits

are terminated.

In addition, an advocacy program must also include patient education about 
the

process and beneficiary options. HCFA has been wholly remiss in this aspect of

its responsibilities to Medicare beneficiaries.

Q. How effective is the long-term care (LTC) ombudsman in each state?

Because the ombudsman program is governed to such a large extent by each state's

laws and regulations, it is difficult to make a general statement about the 
om-

budsmen's effectiveness. In those states which support the ombudsman's access

to information and facilities and which provide adequate funds to perform their

responsibilities as well as coordinate their findings and reports with appro-

priate agencies, ombudsmen have been very effective. AARP believes stronger

federal support of an expanded ombudsman's role can contribute to the quality of

care provided all hospital and nursing home patients.

I hope these responses will assist you and the Committee in developing legis-

lation that will assure the quality of medical care Americans of all ages want

for themselves and their families.

Sincerely,

Vita Ostrander
President



INDEX III

DOCUMENTS AND CORRESPONDENCE PRTAINiNc TO HCFA MANAGEMENT OF THE PRO
PROGRAM PROVIDED BY THE ALABAMA QuALITY ASSURANCE FOUNDATION, INC.

(606)

59-303 0 - 86 - 20



ALABAMA QUALITy ASSURANCE FOUNDATION, INC.
FACT SHEET

PHYSICIAN ATTESTATION

I. PROBLEM

The PRO is to monitor the hospitals' compliance with
'attestation" requirements. Monitoring has been difficult due
to conflicting and changing Central and Regional Office
instructions regarding acceptable 'attestation' formats and
legal signatures to be used in physician "attestation"
requirements.

I I . BACKGROUND

A. PROs are responsible to assure that Medicare payments under
PPS are correct by identifying whether the diagnostic and
procedural information reported by hospitals for DRG
asaigiunet is correct and matches the information contained in
medical records. This includes review and ascertains that the

in hys i cian has " sted" to the diagnose- and
a± u f7Icure billiagarposes. the sphysician

atetto eacniino payment under PPS and muglt be
present in the medical record for every claim.

B. Unacceptable "attestation' formats and physician signatures
are cited as PRO deficiencies during Regional Medical Team
Monitoring visits.

C. AS a result of three (3) Regional Monitoring Visits and HlCFA
policy changes, Alabama Quality Assurance Foundation, Inc. has
generated six (6) General Memorandums to Alabama hospitals
regarding the clarification of "attestation, requirements
(format and/or legal signature).

III. DISCUSSION

Listed below is a brief summary of policy changes and the
Foundation's response to the "attestation" issue:

A. 02/22/84: Letter to Alabama hospitals outlining
requirements per PSRO Transmittal tl07 (physician attestation
and penalty notice combined) (Enclosure I).

B. 09/27/84: General Memorandum *84-08 containing Federal
Register final rules for PPS review effective October 1, 1984.
This amended attestation requirement - separated physician
attestation statement and penalty notice. (Enclosure II) The
Foundation had received no implementing instructions from
HCFA.

C. 10/28/84: General Memorandum $84-l0 emphasizes the need for

(607)
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compliance with physician attestation requirements per Federal
Register final rules (i.e. physician's actual signature and
charges are to be initialled).

D. 02/27/85: General Memorandum :85-03 addresses results of
Regional Medical Review Teams initial monitoring visit. This
included insistence that physician's 'attestation' statement
be correct in every aspect (i.e. full signature - no initials,
stamps or partial signatures; any changes must be initialled
by physicians).

E. 03/19/85: Foundation received the PRO Interim Manual
Transmittal which describes PRO Medical Review
responsibilities effective March 25. 1985.

'Attestation' requirements now include the following:

1. Physician must now date his/her signature;
2. Diagnostic or procedural changes must be countersigned

and dated - not just initialled;
3. Hospitals must maintain a Notice so Physicians' separate

from attestation statements;
4. Hospitals must assure that the 'notice, acknowledgments

are updated October 1 of each year.

F. 05/28/85: Second Regional Medical Review Team monitoring
visit report sent to the Foundation. The team cited
individual and isolated cases of problems with physicians
full signature on -attestation' statements. IM 85-2 states
that isolated problems of signatures do not warrant action,
only patterns; however, the Review Team cited problem
signatures as deficiencies.

G. 06/05/85: General Memorandum #85-09 was forwarded to
educate Alabama hospitals on IM 85-2 requirements effective
with hospitals' July 1 discharges. (Enclosure iII) A copy
was forwarded to our project officer for review.

H. 06/14/85: In response to Regional Office concerns, General
Memorandum #85-09A amended the effective date of General
Memorandum *85-09 from July 1, 1985 discharges to April 1,
1985 discharges. It also addressed what is considered a
physician's legal signature. (Enclosure MV)

I. 08/09/85: General Memorandum *85-18 addressed a July 31,
1985 Regional Medical Review letter that granted relief from
the April 1- 1985 implementation date of hospitals maintaining
a 'Notice To Physicians' on file separate from the
'attestation" statement. The new implementation date of July
1, 1985 was originally established by Foundation General
Memorandum *85-09.

It also clarified that an acceptable legal signature could
include one or two initials plus the physician's last name
written out if that was his 'legal' signature. (Enclosure V)

J. 08/13/85: HCFA Baltimore Conference on DFG validation and
coding for PROs revealed two (2) "unofficial' HCFA issuances.
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1 'Notice to Physician" acknowledgement date is no longer
mandatory to sign on 10/01/85 (as stated in Interim
Manual (IM 85-2)---date to be set by the hospital. To
date no written notification of this change. Also,
attendants at the conference were told by Central Office
AQAF participants that by next June the "Notice' op
penalty statements will probably be included on each
chart.

K. The Foundation has strived to cooperate with the Regional
Office in monitoring the hospitals compliance with the
'attestation" statement. Multiple instructions on what is the
acceptable format have resulted in making this PRO's
responsibility laborious, intensive and frustrating.
Hospitals have also been generally frustrated.
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! ALABAN"A I.EDICAL REVIEW
236 Goodwin Crest Drive, Twin Towers East

B-R NtiHAM. ALHABAMA 35259

February 22, 1g84

- ~-" 2O~405/2-5440

Gentlemen:

Enclosed are excerpts froi PSM Transnittal instructions; concerning review
under the prospective reirbursenent system (PPS review) received February 21,
1984 by AMR. While AtSR opposes some of the elezents in the transmittal, and
for a tine was lead to believe that seon of the objectionable elemcnts would be
removed, the requirensnts are Kxw a t' s" for PPS review inplmaentation. The
mast objectionable and potentially the nost financially dareging to providers
eleent in the tansmittal is the requlrement (see Page 17 enclosed) for the
attending physician to certify a specific stateient on the medical record as
a condition for paynent of the hospital bill. As you can see, the Pc in
required to report failure to have the signed statement on the medical record
during DP-' validation review to the Fiscal Intermediary.

Request your cooperation and assistance in making sure a procedure is developed
in each hospital to insure that amedical records subject to PPS review have the
required signed physician statement.

.AMR regrets this imposition on both hospitals and physicians, but at the present
time, =n flexibility is provided to the PSF in this matter.

Sincerely.

ALMEA MOIDCAL REvIv, f:.

Wf.- ler ob~es~rt G rr Jr., M.D.
Eaeeutive Director Medical Dfrector

cc: Alabasm Hospital AssociAtion
Uedical Association for the State of Alabama

Enclosures
/lb

B Ea~sm 1.
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ivgivmorandur
Data Febrary 17, 1984 ,1 1s.<ge44 t

From Clarence J. Boone. Associate Regional Administrator
Division of Health Standards & Quality, Region IV 4- 0

S.biect Revision of PSRO Medical Review Instructions

To All Region IV PSROs

Attached you will find the second revision of the PSRO redical review instruc-
tions as issued by HSQB. You were asked to hold on implementation of the
medical review instructions sent previously because of some policy consider-
ations regarding timing of review. HSQB has decided, after reanalysis of
the policy on timing of review, not to make any revisions. Consequently, the
review tiimeframes outlined in the attached transmittal are to be considered
final policy and must be implemented by all PSROs.

A comparison of these instructions with those issued recently indicate only
very minor differences. Should you have any questions, please contact your
project officer.
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Page 16 - PSRO Transmittal

1. The hospital must request cost outlier payment(s). The
inrermedicry will not pay the cost outlier portion of the claim'
%ehout PSRO review.

2. Subject all cost outliers to prepayment medical review. The
review, using appropriate medical records plus the itemized
bill, Is to determine if the admission was medically necessary
and appropriate and if all of the services rendered were
medically necessary and appropriate.

3. The review will also be to determine that the diagnostic and
procedural information is correct and that the services billed
were:

a. Not duplicatively billed,
b. Actually rendered, and
c. Ordered by the physician.

If snme of the services are found to be not payable by Medicare,
their cost will be excluded from the amount claimed by the
hospital but only up to the amount which exceeds the outlier
threshold. If an ourlier cost is denied for medical reasons,
make a recommendation regarding the applicarion of the waiver of
liability provision (Section 1879 of the Act) to the
intermediary.

C. If a pattern of unnecessary outlier days or services within a
particular hospital is identified, develop a sanction recomendation.

IV. DRG Validation

A. Conduct DRr validation at the hospital to ascertain that the
diagnostic and procedural Information that led to the DRG assignment
is sustantiated by the medical records and that the admission was
medically necessary and appropriate. (This includes making a
determination that diagnostic studies and the course of treatment

aatch' the principal diagnosis, secondary diagnosis, and applicable
procedures confirmed or attested to by the attending physician and
that procedures related to the principal diagnosis are shown. The
secondary diagnoses must be shown on the claim in the order attested
to by the attending physician.)

1. If a hospital had greater than 360 Medicare discharges for
the hospital's last year, review at hospital site at least once
every quarter.

2. If the hospital had 360 or fewer Medicare discharges for the
hospital's last year, the DRG validation must be performed
onsite at the hospital at least once yearly. The other three
quarterly reviews may be performed at the PSRO.
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Page 17 - PSRO T
ransmittal

3. Using Medicare discharges from that hospital in the last
three months, select a full random sample. See attachoent for
sampling ard universe review instructions. (If the PSRO is
performing DRG validation every month, the sample would Ledrawn
from discharges that occurred over the last month.) When c
significant pattern of errors is noted, increase the review to
20% of that hospital's cases or continue review as outlined on
the attached sample size chart, whichever Is greater. A
significant pattern exists-vhen the number of cases with errors
that result In a change in the DRG assignment from a hospital to
total sample for the hospital is 2.5% or three cases, whichever
is greater. As an alternative to 20% review, identify all
subsets that have a 2.5% or three case error level (whichever is
greater). The review of 100% of all such subsets can then be
substituted for 201 review, except that under no circuascance

.may the total number of cases selected for DRG validation be
less than the attached sample size chart. If the subsets are
less than the sample specified, a randem sample =unt 'a added so
that the total number reviewed equals at least the level of
effort specified in the sample size chart.

4. Also review all cases grouping to DRG 468.

5. In addition, review to ascertain that the attending
physician has attested to the diagnoses and procedures used for
Medicare billing purposes. Check to see that the physician's
signature is preceded by the following statement:

I- certify that the identification of the principal and
secondary diagnoses and procedures performed Is accurate
and complete to the best of my knowledge. (NOTICZ:

- Intentional misrepresentation, concealment, or
falsification of this information may, In the case of a

-Medicare beneficiary, be punishable by imprisooment. fine,
.- ---. or civil penalty.)'

.. The-requirement that this statement precede the physiciazs
signature is effective February 2, 1984.

In rare instances, it may become necessary for changes to be
made to the diagnoses and procedures attested to by the
physician (e.g., the results of an autopsy may confirm a
diagnosis that was not confirmed before the beneficiary's
death). In these cases, the codes may be changed, but the
physician must eountersign these changes.

If it is determined that the physician did not attest to the
diagnoses and procedures before the Medicare claim was submitted
or that the attestation was not In the required format (e.g.,
the penalty statement was nor present). notify the fiscal
Intermediary, as this requirement is a condition for payment.
(Refer to 42 CFR 405.472.)
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q 57 ~ALABAMA QUALITY ASSURANCE FouNDATION

SuITE 300. TWIN TOWERS EAST
235 GOODWIN CREST DRIVE

eIRMINGHAM, ALABAMA 30200
'-,\W aTCLEPHON( 120SI 942.0785

GENERAL MEMORANDUM #84-08

MEMO: HOSPITAL ADMINISTRATORS AND CHIEFS OF STAFF

COPY: 1A 7i GREGORY, PO/DHHS

FROMY ER, MPACHIEF EXECUTIV$ OFFICER

DA / SEPTEMBER 27, 1984

SUBJ: PHYSICIAN ATTESTATION STATEMENT

I.* This memorandum modifies the requirement in the AMR letter of
February 22, 1984 (Attachment I) for DRG Validation Review of
the Physician Certification requirements.

II. Attachment II is an excerpt from the Federal Register
containing the final rules effective October 1, 1984, for PPS
Review. Your attention is invited to Section 405.472.

III. The Foundation has received no implementing instructions from
HCFA changing or modifying the final rules in the Federal
Register.

IV. Because of the short-time available to implement the new
physician statement rules, the old (Attachment I) statement
will be acceptable for discharges through October 31, 1984.
Review conducted on discharges after October 31, 1984 will be
to verify that:

1. The statement required by Section 405.472 (d)(2){i) is
signed by the Attending Physician.

This statement may be stamped or reproduced in some
written form on the medical record but the physician
signature must be an actual signature, not a reproduced
facsimile.
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2. The hospital has on file the 'Notice to Physician" in
Section 405.472 (d)(2)(i) with a signed (within the year
prior to the submission of the claim for the discharge
under review) acknowledgement that the Attending
Physician has received the notice. It is suggested that
the hospital reproduce the "Notice to Physicians"
followed by a Statement of Acknowledgement signed by each
Attending Physician attesting to the medical information
in the medical record. The hospital should keep the
notices on file in an area readily accessable to the
medical record department.

V. It must be emphasized that the Foundation as the PRO for
Alabama has no discretion or choice in the DRG Validation
Review concerning the presence of the required 'Attestation
Statement" and "Notice to Physicians". While the old
statement will be acceptable through October 31, 1984
discharges, discharges after October 31, 1984 must meet
requirements 1 and 2 above.

VI. Your continued cooperation with the Foundation efforts to
provide a fair, equitable review system that does not place
the hospitals of Alabama at unnecessary financial risk is
appreciated.

Attachments
:agw
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Federal Rqg~lete ( aL 49. No. 171 / Friday. August 31.19f IRules and Regulations 34759

and has obtaind oppronal tor ndded pr-cedores performed. The intormacion
bed capacity under State licensure and mustb inwritinginthe medicalrord.
under its Medicare certilication. it may fe'ow the diagaostic and procedural
tdentify the new beds as a nem informotion. and on the name page. the
rehabilitation unit for the firt full 12' following statement must immediately
mrontt cost reporting period durint precede the physician's signature:
which the beds are used to furnish I i ceaify it?,t the naceanna deaceipfi-s of
Inyptient care A unit that is comtrised V ha principal and aern dignoss end
o come beds that were trevionaly ha major racedres peelormed a .retact
licensed and certified, and snme nto aed Scelet te the best om i wleile.
beds, will be recognui7d as a new In addition. when the cloim is submitted.
rehabilitation unit only it the maeority of the hospital muot have on file a current
beds are new. For the fist cat reporting signed acknowledgement from the
peerod In which a hospital sars atteunding physician that the physician
exclusion of a new rehabilitation un0t. has received the foioirg nortice
the hosp tal may pmoldie a written a Phnai Medicare paYsr

population it intendr the unit to ser pitcitat and a d.ep di.sas nd it'.
meets the reuirements of paragrph ialar pn-daeea pactermed c- the patint.
(cJll lii]JA1 of thts section instead ot as ttested to by the patLent a at-adnt
*cb tgii that it hbta treaited such a physirisn by iae ot hi. e her b ige.n ih
population diring its most incent tz. the medical record. Ayer hb
month wist reporting period. remiseer som.. fatiifies or cnoneat suenua

l2) £opSioasn ofuexuchidedvna. It a ibfonermtion r euired ioe payen-t ot Federal
hospital that ha. anecludide fici. may be nutrient ta faa, tsipoptlacuu.
rehabibliationu unu -it b obtUnec o ernu pWenalyandre u applicable Federal
approval for added bed capacity, under
State liceniune and under its Medicare Tbe acknowledgrement must have
certificatio. end seeks to add the new been completed within the year prior to
bedas to its existing excluded unit for the the submission of the dolau.
frsat lull t2-monti cast seporting period
during which the ne beds are used to 7. Section 4G3.473 1 amended by
for!sb inpatient care, the haspital nay reisins paragraphs tbtDI) and (cjtli
provide a smitten certification that the revising and redesinatins paragraphs
tInpatient population that the new beds (c)ll2 thiough (chly) as (cH3l through
oem intended to serve maeis the (c)(7 respecttvety. and adding a new
requireeeit of paragraph (Cl[4)tiitl-XA) paragrIph (cjlj2 to read as follo-r
at this section tostrad of shoscing that * 40,472 ta3iC matasodotay tue
those beds were used to teat such a FstremaunFeuet ralprospective payment
population daring the unit's moot recent sts u
s2 month cost reporting period.

(1) Cturpsec in h aier o/ eiodced t lb) Federal rates for fiscal year
ud.it. Ioepurposes of esiclotn roasthe Suti. .
prospective payment system under this () Geogep.Aic clossficofttionu. (i For
aectino. the number of beds cnd square purlposes of paragraph (bl(5) of this
ftagse of each escuded unit will aection, the followLsg definitions Spit
rentin the same throughout each cast (Al The teram region tensarone of
reporting period. and any change in the the nine W nsosdiisionrs. comprsing
nuoi-er of buds or square luatage the fifty States and the District of
considered to be part of an exctuied Coluabia. established by the Bureau of
unit may be made only at the start of a the Census for statistical Aind reporting
coit repodting pertid. posesr

8. In i 4110.47. poragraph (ditlil Is (aI The term 'urban are meanst
ereised to read as follows: (II A iMetropolitan Statistical Area

401-472 Coenthttoea tan paymant icrua, (tiiSA) or New Erigiand County
the Peospecalo. paymnt n r tespolitan Area iNECbA.asdefned*rs bythe Executiv Office ofManagem nt

*di *ediml re io. acti~itift for and Budget nr
(di MedicstPrel ,ieocti thespovint (21 The folowing Ne. England

laoupiotapelid coder' the propers~rin'e counties, which ar deemed ltobe urban
poyteol yotetsw. areas under section ifg) of the Social

Se*tcuity Amndnenta of 19g (Pub. L
(2) ODlG volrdtion. lii The ttending Pg-2I 42 US.C *395wn rnoteill

physician must. shortly before. at. or Utcrfirld County. Connecticut York
shortly alter discharge (but before a County. Maine Sagadahoc County.
claits Is subinittedl, attest to the Mainei Merrinmck County. New
Pirtmcpal diagnosis, secondary Hampshirn ond Newport County. Rhode
degnoses, and names of mulct Island.

(CC The term 'rural area- wars any
area outside on urban area.

(D0 The phrase 'hospital rdtasified
ss urar' means a hospital located in a
county that was part of In MSA or
NECMA. es defined by the EnecutNe
Officc of Management ma adidet, but
Is not part of an MSA or NECIMA as a
result of an Enecutive Office of
Man.sement and Budget redesigati.on
occurring otter April 23 1943.

liii For hospitals within an MSA or
NEC.MA that crosses census division
boundares, the tollovting provisions
apply,

(Al The MSA or NEC.-A is deemed to
belong to the cens.. dirvsiim in shich
most of the hospitals within the MSA or
NECMA are located.

(td If a hospital would receive a lower
Federal rale because most of the'
hospitals are located In * census
division with a lower Federal rate than
the rate applicable to the census
division in whicb the hospital Is tocated.
the payment rate will hot be reduced for
any cost reporting period beginaring
beforectulbetir 19, -

(Cl It an equal number of hospitals
within the MSA or NECMtA are located
in each census divliston, such hospitals
ar deemed to be in the census division
with the higher Federal rate,

(ci Federal notea for riscal yeae' after
Fenderlfiuscalyeor J14-)1 CeGneral
rule. IICFA will denenuina a national
adjusted prospective payment rate, for
each inpatient hospital discharge in a
Federal riscal year adter isical year 1O4
Involving Inpatient hospital services of a
hospital in the United States subject to
the prospective payment system under
I 422 471 end will determine a regional
ad-usted prospective payment rate for
such diucha rss in each resion, tor
which payment may be made under
sd inater Pert A. Each such rte will be

detenmined for hospitals located In
urban or rsiral areas within the United
States and within each such region
respectlvely. as described In ptimrogrep
(c)(7l through Icl(71 of this section

(Z1 Ceographic classiflohtions. (i) For
porposes of this parapaph the
following definitions apply.

(A) The lerm -region means one of
the nine census divisions. comprising
the fifty States and the District cf.
Columbia. establishedrby the Bureau of
the Census fsr statistical and reporting
purpones.

(B) The lers -urban areas means-
(1) A Metropolitan Statistical Area

(fMSA) or New England County
Metropolitan Ares INEIuAI, as defined
by the Eaerolve Office of tIa.aSement,
and Budget- or

E =ir E II.
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WJRI*TI C ( tar/o~ntL Lii
ALABAMA QUALITY ASSURANCE FOUNDAMON

SLATE 300. TWIN TOWERS EAST
236 GOODWIN CREST DRIVE

RIRWINOHAM. ALASAMA 35209
TEILPH0ONE t209 942-078S

GENERAL MEMORANDUM #85-09

MEMO: ADMINISTRATORS AND CHIEFS OF STAFF OF ALL ALABAMA HOSPITALS

INFO: P)MMYJDOUGAL/ALAHA; ED FARRELL/BRHC; MARY GREGOI(Y/DHHS;

(X=S ,~~~~~~
EXECUTIVE OFFICER

KD$Fl: JUNE 5, 1985

SUBJ: PHYSICIAN ATTESTATION STATEMENT/ACRNOWLEDGEMENT

ALABAMA QUALITY ASSURANCE FOUNDATION, INC. .

I. This General Memorandum effective July 1, 1985, supercedes
General Memorandum's #84-08 and #84-10.

II. The following information is presented as provided in HCPA
Transmittal IM 85-2 (March 1985). Pages 40 through 44 of 114
85-2 are provided as references for the following instructions.
References are identified by a circled number.

III. Effective with July 1, 1985 discharges, the hospital must
maintain a 'Notice To Physicians, on file separate from the
Attestation Statement. The 'Notice To Physicians' is at circle
#1 on page 40. The 'Notice' must be signed as indicated in
circle #2. It is recommended that the acknowledgement be placed
on the same sheet of paper immediately following the 'Noticea
and have the following or similar form:

ACKNOWfLEDGEMENT

I ___the undersigned, acknowledge that I have
(Typed Full Name)

received the above notice.

Signature

Date
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General Memorandum #85-09 June 5, 1985
Page 2.

It should be noted that the 'Acknowledgement' must be updated on
October 1st of each year. The Foundation will accept
'Acknowledgements' signed within fifteen (15) days of each
October 1st as long as over one (1) year has not elapsed since
signing of the previous year's 'Acknowledgement'. For
discharges prior to July 1st, the procedures outlined in General
Memorandum 84-08 and 84-10 are acceptable, i.e. the
'Acknowledgement' may be in the medical record with the
Attestation Statement. Prior to July 1, 1985 , the
'Acknowledgement' must exist, either in the medical record or
in a separate file. After July 1st, the 'Acknowledgement' must
be maintained in a separate file updated on October 1st of each
year.

IV. The Attestation Statement as shown at circle f3 must be included
as described in paragraph (3)(a),(b),(c) and (d) on pages 41 and
42. (See circle W4). Note that paragraph (b) on page 41
requires that the attesting physician must sign and date any
changes made to the diagnoses and procedures already attested to
by the physician.

V. It Should be noted that physicians signature means 'legal'
signature. The Foundation's review personnel are instructed to
accept the statement of responsible hospital personnel that the
signature is a 'legal' one (i.e., initials are not acceptable
unless the hospital can document that the initials are the
physician's 'legal'signature normally used on documents such as
wills, checks, etc.) (see circle #4, page 41).

VI. The responsibilities of the PRO are listed at circle 15 and will
be carried out by the Foundation as listed. Your cooperation
will be appreciated.

Attachment
:agw
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1i4 2050.4 (Cont.) PEER REVIEW ORGANIZATION MANUAL 03-8S

(2) Policy Effective October 1, 1984.--The policy
described below is effective October 1, 1984.

(a) The attending physician must, shortly before,
at, or shortly after discharge (but before a claim is submitted), attest to
the principal diagnosis, secondary diagnoses, and names of major procedures
pArformed. The information must be in writing in the medical record; below
the diagnostic and procedural information, and on the same page, the following@ statement must immediately precede the physician's signature: 'I certify that
the narrative descriptions of the principal and secondary diagnoses and the
major procedures performed are accurate and complete to the best of my
knowledge."

In addition, when the claim is submitted, the hospital must have on file a
current signed acknowledgement from the attending physician that the physician
has received the following notice:

"Notice to Physicians: Medicare payment to hospitals is based in part on each
patient's principal and secondary diagnoses and the major procedures performed
on the patient, as attested to by the patient's attending physician by virtue
of his or her signature in the medical record. Anyone who misrepresents.
falsifies, or conceals essential information required for payment of Federal
funds, may be subject to fine, imprisonment, or civil penalty under applicable
Federal laws."

The acknowledgement must have been completed within the year prior to the() submission of the claim. The hospital must assure that the acknowledgements
are updated October 1 of each year. The acknowledgement must be signed by the
attending physician using his/her legal signature (i.e.. initials are not
acceptable) and must indicate that he/shc has received the notice listed
above. It would not be acceptable, for example, for the hospital to utilize a
return receipt for certified mail as the "signed acknowledgement."

(b) The requirements effective October 1. 1984 are
expected to be implemented in all hospitals on orjbefore April 1, 1985. This
allows sufficient time for the hospitals to issue the penalty notice to
physicians, to receive the signed acknowledgements, and to revise the
certification statements. During the transition period, the attending
physicians must either sign the certification and penalty statement described
in item a.(l) of Section 2050.4.A.3. before the claim is submitted or, if the
physician signs the certification statement described in item a.(2) of Section
2050.4.A.3 the hospital must have on file the signed acknowledgement from the
attending physician indicating that the penalty notice was received.

Rev. IM 85-2 -40 -
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Cc) Definitions

o Physician Attestation - The requirement
that the physician attest to diagnostic and procedural information on each
case .

o Certification statement - This is the
stttenent w:hich must inmediately precede the physician's signature on each
case.

o Penalty statement - Prior to October 1,
15864. the penalty statement was included on each case immediately following
the certification statement.

o Notice to Physicians - Effective October
1. 1984. the hospital is required to send the annual notice to each physician
with admitting privileges at its facility and retain on file a current signed
acknowledgement of receipt ao the notice from each physician.

&P (3) Physician Requirements.--

(a) Certification.--Tnc certification statements
described in items a.Cl) and a.C22 of Section 2050.4.A.3 must insediately
precede the attending physician's signature and the physician must date
his/her signature. In order to meet the attestation requirements this
signature must be in writing and the physician must use his/her legal
signature (i.e., initials are not acceptable). It is also not acceptable to
use rubber stamps electronic signatures, or facsimile signatures. However,
the description of the diagnoses and procedures does not need to be
hand-written by the attending physician. It sould be acceptable for the
hospital to have the diagnoses and procedures machine generated or prepared in
the medical records department, for example, as long as the attending
physician agrees and signs his/her name to the certification. Note: The
diagnosis designated as the principal diagnosis must be clearly identified as
the principal diagnosis on the attestation docuuent.

6) (b) Changes Subsequent to Attestation.--In rare
instances, it may be necessary for changes to be made to the diagnoses and
procedures attested to bry the physician (e.g., the results of an autopsy may
confirm a diagnosis that was not confirmed before the beneficiary's death).

Rev. IM 85-2 -41-
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In these cases, the codes may be changed, but the attend~ng physician must
countersign the narrative changes upon which the new coding is based. The
physician must date his/her signature and countersignature. if any. 'hen
performing DRG validation the PRO is to assure that the attendinq physician
( untirsifnelrany diagnostic/procedural changes.

& (c) Crouo Practices.--The attending physician is
required to attest to the diagnostic and procedural information for his/her
cases. There is, however. sone flexibility in this area with rcspect to
physicians in a group practice. If the physicians have a system whereby they
visit the 'group's' patients on a regular rotation (e.g.. they take turns
visiting a particular hospital, and examine and prescribe treatment for all of
the group's patients in that hospital on their day), the attending physician
or his associates would be permitted to sign the attestation statement. The
rationale for this is that the attending physician and the associates have
been involved in the care and trcatment of the patient. Hosever. if the
physicians of the group merely -cover- for one another on their days off, the
associates would not be permitted to sign the attestation statement for the
attending physician of record.

4d () Teaching Institutions.--In teaching
institutions or situatibis where medical staff contribute significantly to the
course of treatment, only the signature of the physician identified as the
"attending physician vwil be accepted for purposes of attestation. The
'attending physician" is the physician listed on the medical chart as tse
physician responsible for the patient's carc.

bf ;4onitoring Cospliance with Attestation Reouirersts.-.

(1) Certification Statement.--Thc PFM is to monitor
hospitals' compliance with the attestation requirements. The physician
attestation is a condition of payment under FPS and must be present in the
medical record for every claim. The physician attestation must consist of
either the certification and penalty statement described in item a.(l) or the
certification statement described in item a.(2) of Section. 205O.4.A.3., an
applicable.

Q (a) If it is determined by the PTO that the
attending physician did t attest to the diagnoses and procedures before theMaedicare claim was suLcsitted or that the attestation das not in the required
format (e.g.. the penalty statement was not present), the PRO is to notify the
hospital that the attestation requirement was not met. The PRD is not to
monetarily penalize the hospital when a rare case (as identified below in itert

Rev. IM 85-2 -42-
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b) is identified where the attestation did not occur. Hbwever, since the

attestation is a requirement for payment, the hospital must sti11 obtain the

physician's attestation, although late, and provide a reasonable rationale for

why the requirement was not met before clai-m. suhmittal.

@Cb) To determine whether the lack of 'attestation

ii an isolated problem Vith an individual case. (i.e.. a "rare" case), the PMl

is-to examine the results of all DRG validation, performed either onsite or

during the course of other review. If the PDW determines that the lack of

attestation is not an isolated problem and that the attestation is lacking for

sicnifican..t n ubers of cases handled by particular physicians, 100 percent

review of these physicians' cases is to be instituted and payment is to be

denied for all claims where the attestation requirement was not met. (A

significant number will equal 2.5 percent or 3 cases. whichever is greater.)

The hospital would not be permitted to obtain the attestation at a later point

in order to receive payment for these claims. Note: The hospital cannot bill

the beneficiary for claius denied because the physician attestation

requirements were not met.

CO (c) If a pattern of abuse by the hospital is

detected (e.g., claims i)rthout physician attestation also contain ORG errors).

the PFC is to deny claims where the attestation requirements are not met and

not permit the hospital to obtain the physician's attestation at a later point

in order to receive payment for these claims. In addition to denial of

claims, the PRO will institute appropriate corrective action (e.g., making

educational contacts, increasing sample size, recommending sanction action

against the hospital, or referral to the Office of the Inspector General).

(2) Signed Acknowledgement.-The certification

statement described in item a.(
2
) of Section 2050.4.A.3. requires the hospital

to have on file a current signed acknowledgement from the attending physician

that the physician received the penalty notice. (The PRO is to monitor

compliance with this requirement as described belon.

S (a) On a yearly basis, the PRO is to select a
random sample of physicians with active admitting privileges at the provider.

The random sample is to be selected using the sample size chart in the

attached Sampling and Universe Review Instructions. The universe size is the

number of physicians with active admitting privileges at the provider. The

PFG is to examine the provider's file of signed acknowledgements of receipt of

the penalty notice to determine whether a current (i.e., within the year prior

to submission of the claim) signed acknowledgement was on file for each

physician sampled.

Rev. Im 85-2 -4 3-
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(b) If a current signed acknowledgement is missingfor any physician, the PRO is to issue retroactive denials for all claims
submitted where that physician was the attending physician o? record. The PROwill continue to deny claims for these physicians until the aignec
acknowledgement of receipt of the penalty notice Is on file.

09(c) In addition, ir more than 2.5 percent or 3 or-the signed acknowledgemd¶its (whichever is greater) for samuled physicians in aprovider are missing or not current, the PRO is to examine that provider's
riles to determine whether a current signed acknowledegement is on t'ile foreach (i.e., 100 percent) of the physicians with active admitting privileges atthat provider. The PRO will issue retroactive denials for all claims
submitted where the signed acknowledgement from a physician was missing or notcurrent and that physician was the attending physician of record. The PROwill continue to deny claims for each physician where the signed
acknowledgement is missing until the signed acknowledgement of receipt of thepenalty notice is on file for that physician.

4. ICD-9-Coding.--

a. DRG validation must be based upon accepted principles ofcoding practice and must be consistent¶ with guidelines established lor
ICD-9-CM ccd'ng, ana Lhe UNDDS data element definitions. The PRO is not
permitted to change these guidelines or institute new coding requirements
which do not conform with estaDlished coding rules.

Coding procedures rely upon ICD-9-CM coding manual. second edition, September1980. If earlier editions o0 coding manuals are used, the review Coordinator
must have errata one and two. Errata three, published by American Medical
Records Association in August 1983, is not recognized by HCFA for DRG coding
purposes.

b. In addition to verifying that accurate codes have been
assigned to the conditions identified for billing purposes, the DRG validationprocedure must establish that-- '

(1) The principal diagnosis assigned is, in ract, "thecondition established after study to be chiefly responsible for occasioning
the admission of the patient to the hospital for care";

(2) The secondary diagnoses identified represent allcomorbicities and complications. The secondary diagnoses do not need to belisted in a particular sequence on the claim form as the GROUPER program willsearch through all secondary diagnoses listed on tbe claim torm when assigningthe appropriate DRG;

Rev. TM 85-2
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ALARAMA QUALITY ASSURANCE FOUNDATION
SUITE 300. TWIN TOWERS EAST

,,\ en> 235 GOODWIN CREST DRIVE
,:RMINGHAM. ALABAMA 35209

.V /4 ~~~~~~~~TELEPHONE (2051 942 018b

GENERAL MEMORANDUM #85-09A
AMENDMENT/JUNE 14. 1985

MEMO: ADMINISTRATORS AND CHIEFS OF STAFF OF ALL ALABAMA HOSPITALS

INFO: TOMMYA4OUGAL/ALAHA; ED FARRELL/BRHC; MARY GREORY/DHHS;

FROM , 4 :_ , CHIEF EXECUTIVE OFFICER

DAtJUNE 14, 1985

SUBJ: PHYSICIAN ATTESTATION STATEMENT/ACKNOWLEDGEMENT

ALABAMA QUALITY ASSURANCE FOUNDATION, INC. .

I. In response to HCFA Regional Office and IM 85-2 requirements,
this General Memorandum amends the effective date of General
memorandum 085-09. It also addresses hospital inquiries
regarding the filing of signed physician acknowledgements of
'Notice TO Physicians'. The requirements of 85-09 remain the
same.

II. The following information is presented as provided in HCFA
Transmittal IN 85-2 (March 1985). Pages 40 through 44 of IN 85-2
are provided as references for the following instructions.
References are identified by a circled number.

III. Effective with April 1 1985 discharges, the hospital must
maintain a -Notice To Physicians, on file separate from the
Attestation Statement. The "Notice To Physicians" is at circle
01 on page 40. The 'Notice' must be signed as indicated in
circle #2. Please note that the hospital must have on file a
current signed Acknowledgement from the attending physician that
the physician has received the penalty notice. This
Acknowledgement is to be kept by the hospital. It is
recommended that the acknowledgement be placed on the same sheet
of paper immediately following the 'Notice' and have the
following or similar form:
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General Memorandum #85-09A June 14, 1985
Page 2.

ACKNOWLEDGEMENT

I the undersigned, acknowledge that I havet Type d Full 1 ame )
received the above notice.

Signature

Date

It should be noted that the -Acknowledgement' must be updated onOctobcr st of each year. The Foundation will accept"AcknowledgeMents" signed within fifteen (15) days of eachOctober 1st as long as over one (1) year has not elapsed sincesigning of the previous year's "Acknowledgement'. For dischargesprior to April 1st, the procedures outlined in GeneralMemorandum 84-08 and 84-10 are acceptable, i.e. the'Acknowledgement, may be in the medical record with theAttestation Statement. Prior to April 1, 1985, the'Acknowledgement' must exist, either in the medical record orin a separate file. After April 1st, the 'Acknowledgement'must be maintained in a separate file updated on October 1st ofeach year.

It is also recommended that new staff physicians signAcknowledgement Statements effective with the granting of staffprivileges (i.e. do not wait for the October update).

IV. The Attestation Statement as shown at circle *3 must be includedas described in paragraph (3)(a),*b(c ) and (d) on pages 41 and42. (See circle W4). Note that paragraph (b) on page 41 requiresthat the attesting physician must sign and date any changesmade to the diagnoses and procedures already attested to by thephysician.

V. It Should be noted that physicians signature means 'legal'signature. The Foundation's review personnel are instructed toaccept the statement of responsible hospital personnel that thesignature is a "legal' one (i.e., initials are not acceptable
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General Memorandum #85-09A June 14, 1985
Page 3.

unless the hospital can document that the initials are thephysician's "legal'signature normally used on documents such aswills, checks, etc.) (see circle #4, page 41).

VI. The responsibilities of the PRO are listed at circle #5 and willbe carried out by the Foundation as listed. Your cooperationwill be appreciated.

Attachment (See Attachments of GM #85-09 dated 06/05/85)
:agw

NOTE: Please place this Amendment with the General Memorandum
#85-09 dated June 05, 1985.
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ALABAMA QUAmITY ASSURANCE FOUNDAnON

SUITE 300. TWIN TOWERS EAST
236 GOODWIN CREST DoRE

BIRMINGHAM, ALARAMA 35209
TELEPHONE 4205S 9424785

GENERAL MEMORANDUM #85-18

MEMO: ADMINISTRATORS AND CHIEFS OF STAFF, ALL ALABAMA HOSPITALS

INFO: TOMMYMCDOUGAL/ALAHA; ED FARRELL/BRHC; MARY GREGORY/DHHS,

FROM: .
3

LLER, CHIEF EXECUTIVE OFFICER

pATE: AUGUST 09, 1985

StiJ: PHYSICIAN ATTESTATION STATEMENTS

I. General Memorandum #85-09A made the implementation date of theseparation of the Physician Attestation Statement from thePhysician Penalty Statement effective April 1, 1985 discharges.

II. The attached Atlanta Regional Medical Review letter #13-85received August 5, 1985 by the Foundation grants relief from theApril 1, 1985 implementation date. The new implementation dateis July 1, 1985 as was originally established by FoundationGeneral Memorandum #85-09. This means that discharges prior toJuly 1, 1985 may have the Physician Attestation Statement andthe Physician Penalty Clause both on the Face Sheet or thePhysician Penalty Clause may be on file in the hospital.Effective July 1, 1985, the two statements must be separated andthe Penalty Clause acknowledgement must be on file separatelyfrom the Attestation Statement on the Face Sheet.

III. The Regional Medical Review letter does not grant relief fromthe April 1, 1985 date for having the Physician AttestationStatement both signed and dated. Your cooperation is requestedto insure that all Attestation Statements on discharges of April1, 1985 or later have both the physician's signature and thedate the Attestation was signed. It is suggested that thesedates be added by the physicians as they sign currentAttestation Statements.

IV. Your cooperation with the Foundation in its efforts to complywith the requirements placed on PROs is appreciated.

Attachment
9agw
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July 31, 1985 .. o1 sepa tot,

ATLANTA REGIONAL MEDICAL REVIEW LETTER NC 13-85. .
(Of Interest to Peer Review Organizations)

SUBJECT: MEDICAL REVIEW TEAM MONITORING OF PHYSICIAN
ATTESTATION STATEMENTS

Sec. 2050.4(3) of Transmittal IM-95-Z, Peer Review Organization Manual, specifies
two different timeframes for acceptable formats to be used in physician
attestation requirements.

Policy effective Feb. 2, 1984 through Sept. 30, 984 states that the combined
attestation statement and penalty clause for each case must immediately precede
the attending physician's signature.

Policy effective Oct. 1, 1984 and expected to be implemented in all hospitals on or
before April 1, 1985 is that the attestation statement for each case must
immediately precede the attending physician's signature. But the penalty clause
acknowledgment is now separate. Instead, the hospital must have on file a current
signed acknowledgment from the attending physician that the physician has
received the penalty notice.

Because Transmittal IM-85-2, effective March 25, 1985, and specifying the
expected implementation date of April 1, 1985, was not received timely by Peer
Review Organizations (PRO's) and hospitals (few PRO's had received the
transmittal by April I and several days were required to notify hospitals), the
Regional Office Medical Review Team will accept (for the quarter April through
June 1985 only) either format in its monitoring of PRO reviews. However, the
attestation statement, in either format, must be properly executed to be
acceptable.

The Regional Office has received numerous calls regarding the acceptable
implementation date discussed above, as well as requests for clarification on what
constitutes a legal signature and the definition of "a current signed
acknowledgment."

A legal signature is the normal signature a physician uses when signing legal
documents such as checks, wills, income tax returns, etc. Initials alone are not
acceptable as a legal signature. One or two initials plus the last name written out
are acceptable if that is the physician's normal signature in signing legal
documents. At the same time, it is not necessary for the physician to write out
every letter of every name unless that is the normal signature used in signing legal
documents.
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Page 2 July 31, 1985 MR Letter 13-85

A current signed penalty clause acknowledgment, which must be updated annually
on October 1, is required after October 1, 19SU and must, for payment purposes, beon file before the claim is submitted for payment.

, George R. Holland
r Regional Administrator

Health Care Financing Administration
Region IV
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S. R. GREENBERG, M.D., LTD.
IIOSPTAL

INTSRNL AMEDI1CN
SICMLUND R. GREENBDRG. M.D.. F.A.C.P. n.'oOQINoL4LGY . METABOuC OIS!ASMS

September 17, 1985
Mr. Jarnes Michic
c/o Senator John Heinz Office
Special Cominittee on Agi ng
U. S. Senate Rocm .S-D-G33
WashingLon. D.C. 20510

DLcdz Jim:

I am enclosing some docuniernts which should open your eyes. Please
call me if you have any questionrS about the enclosed.

Please also return these to mc when you have finished with them.
Kindest personal regards and

Very tIru ly'yoF

SRG/dd Siqiund R. Greenberg, M.D.
cc: file

(633)
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Blue Shieid UV

Cat.n, Hdii

Petn vraO4 ZO''

Sigmund R. Greenberg, M.D., Ltd.

, PA

Dear Doctors:

As you may recall, we informed you of our clinical record request

from the Hospital in November, 1984.

This request was generated as a result of a review of your

statistics for intermediate and prolonged detention care hospital

visits reported during 1982 and 1983.

After analyzing these records, as well as your current statistics,

which reflected a decline in the nusber of intermediate and

prolonged detention care visits reported, we have determined 
that

no apparent overutilization exists at this time, and we are

concluding our review.

Thank you for your cooperation.

Sincerely,

Emelie . Sconing
Manager - Private Business
Utilization Review

EAS:BR/el
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Ponn y.;. |I Medicare
Blue Shield IT '7t, 7 -v,2 C

&ox 65
SamHttU IPA 1102 I

August 23, 1985

Sigmund R. Greenberg, M.D., Ltd.

PA

Re: Increased Charges

Dear Dr. Greenberg:

In August 1984 you were notified by letter dated August 24, 1984

of the provisions of the Deficit Reduction Act of 1984 (Public Law

98-369) relating to physician reimbursement. This law established
a freeze on Medicare reimbursement for physician services, created

a participation program, and prohibited nonparticipating
physicians from raising their charges to Medicare beneficiaries.
Under the law, a physician who knowingly and willfully increases
his charges in violation of this prohibition is subject to
assessments of up to double the amount of the violative charges,
civil monetary penalties (up to $2,000 per violation), as well as

exclusion from the Medicare program for up to five years.

Since you chose not to become a participating physician for the
period October 1, 1984 through September 30, 1985, you are subject

to the freeze on fees charged to Medicare beneficiaries and to the
penalties if you violate the freeze. Physicians who chose to be
Medicare nonparticipating physicians may continue to accept or
decline assignment on a case-by-case basis. However, should a

physician decide to accept assignment for all Medicare patients,'
he is not automatically considered to be a participating
physician. The Medicare participating agreement enclosed with our

August 24, 1984 letter, had to be signed by the physician and

returned to us in order to become a Medicare participating
physician. As a Medicare nonparticipating physician, the mandated

fee freeze is applicable to billed charges for both assigned and
non-assigned claims.

We have recently conducted a review of the claims for services

rendered by you during the period January 1, 1985 to March 31,

1985. Billed charges for these dates of service were compared to
your Level I customary charges which were calculated from services
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Sigmund R. Greenberg, M.D., Ltd..
Page Two
August 23, 1985

rendered during the base period, April 1, 1984 to June 30, 1984,

for sampled procedures. Then, all charges identified during the

monitored quarter as exceeding the customary charges, were

researched against the actual billed charges from the base period.

The billed charges which varied from your base period pattern of

charges are identifired .- it.. ... l. . 1. , '*jo I. Te I . tLhat LI-o

Hdeiss I tiet.l . 1,1 b- iii viol et ion or the fee freeze.

The enclosed report identifies all billed charges which exceeded

your base period customary charqes. Only the claims highlighted

on the report identify the charges which appear to be in violation

of the fee freeze. This report lists the date of service, the

beneficiary name, the charge for the service, and the base period

customary charge which we have on file.

We would appreciate your review of the information contained in

the summary along with the enclosed copy of your base period

charges. If you believe this information is in error, please

provide us with a written explanation within fifteen (l5) days of

the date of this letter. We will review the information you

present and any charges which were incorrectly identified will not

be considered to be violations of the freeze.

If we do not receive a written explanation from you within this

time period, we will be required to continue monitoring your

billed charges which could result in our referral of this

information to the Office of Inspector General for a determination

in accordance with its civil monetary penalty and sanction

authorities.

Sincerely,

Lois K. Van Orden
Manager - Medicare
Utilization Review

LKVO:BJK/tmm

Enclosure



637

gmv MI v^wJZ|t :t

m c m c i m j : * u~~~~~~~~~ ~' M I NhMS-

°t g .1 ix
Mf lf l4 47 00 al 47 N X Y I5t w

Oo w ,0X ) loO oo0 t.X0 0 4 0 O D 10 67 7 0 4

SO qIS X 50 00 I 0 00 4
"o * soxo !

0 $o0n t X I it. 27 ff X I 24 77500 2

59-303 0 - 86 - 21



638

S. R. GRIi'E3RG, M.D. LTD.

.w.A__....

N~T!lLAil MDIKJN
SiilA'iJ5 RGRILNbrG. E MV.. F.^ * F .. iCRI LOGY Mirr*OJC. LSLAS

Lois Van o Mtenl ,
Medicar. itt l ,'. , i ,,.

Camp Hill, Pi. 1/tQi!

Dear Miss Van urj.:::

I am in receipt of ^nuir l-tter of A~ugust 23. 1985. If. after

readinri th.:; I i...v .i,.'..i)e que;t uisrs in rcqard to the

p~r uS t *-1 1 I, f . ............. l* -. I1. . :, . .l1...zY 1.!. -II f

perhaps I can cl.ii i y it IuLI,, I . InIued ., , i. id I . IlIini.J y-u

today, 8/26/85. but w.:!; unabl, to reach you. I left a message for

you to call me back :.o ttti I c-Od b, a I it I 1. bit morc explicit

in this particular letter, l.et tiy caill w-., not returned.

I am a non-participating Medicare physician. I have historically

increased my fee schedule reguilarly every six months for many years.

As has been custowiary, this f.,. schedule was increased in the latter

part of June, 1984. but in no way knowinuly oL willfully in violation

of any law. There was, no freeze in eff.CLt at that timle and I was not

aware that any freeze was anticipated. As a matter of fact. I had

called Mr. Paul DiSantis, Medicare District Representative, concerning

this increase before it was put through. Hie advised me to proceed

with this since he knew of no law or restriction prohibiting it.

As a matter of fact. Mr. DiSantis stated that Medicare had already

processed an incr,'ass' in profile for me which was to begin July 1,

1984. and that this information had aliready been entered in the

computer.

The fee schedule increase. as enclosed, took place in the latter

part of June, 1984. and was effective uniformly for all patients

whether Blue Shield, Medieare. private insurance or no insurance.

No fee alitr t ,ii., r nsuid sine. Augiust of 1984 at

.hi :h t i.. .. t -. i. i, . d.(: 1,y M.-.i.., *. I Ij n. w low

(P98- 159).

I do not bliitvc. h-ncs that I amt in violation of any law since the

fee schedule tfiit w,: initLiato in the Idtter part of June was

initiated befor, anty fr.eze; scjs utilized for all patients irrespective

of whether tly wr Bil Mudi. iir. S Blu Shield or other and no increase

tias been madd.' sirc, I was not if ied of ts0- law.

Perhaps. when you ienduct:d th.' review of the period of Jaln. 1, 1985

to March 31. 1985. a.nd cniiipoir'd tho:;e to April I to June 30, 1984,

the fact. that m1iy l,:-; init ez:.ed in the laitter part of June, 1984,

was not. rAi ieCed in lii,- At ril to Jiue skaii-ary. I suppose that's

the only w..y I e.:i * lair' th' c.terec hdgtqv intletpretat ion as

implied it: your t .
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SRC(j/da ':;;ito:;le: 1'. ir-tb it c,. .) F.A.C.P.
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S. R. GREENBERG, M.D., LTD.

Tikp

.INTrEFNAL MEDIUMN

SIGMUND I C.REEEEERG. M.D., r.A.C.P. NDOCRINOLOGY - METABOIC. DISEASS

September 17. 1985

Mr. Jdj!jcS Michie

c/o Senatur John Heinz Office
Spocsol Cuisuaittee on Aging
U S. Senate Ruce1 -S-D0-G33
Wash;ngton, D.C. 20510

Dear Jim:

I am enclosing some documents which should open your eyes. Please

call le if you have any questions dbout the enclosed.

Please also return these to me when you have finished with them

Kindest personal reqards and

Very truly s

SRG/da Siqmund R. Greenberg. M.D.

cc: file
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HOSPITAL

June 11, 1984
Chai man -Department of Medicine

M.D. ~~*1
Co-Chairmen
Utilization Review Committee '

Recently the procedure for finalizing a decision
to terminate a patient's stay with reference to
third party payment has been changed. A case
involving this problem has arisen today (June 8th)
and is culminating in a series of activities on
Friday afternoon. My own feeling is that it is
unnecessary and inappropriate to ask Departmental
Chairmen to be the final instrument of each of these
decisions. The reason for having the Utilization
Review Committee is to even out this process and,
in cases of doubt, have the chart reviewed by one or
more physician reviewers. Your Committee has done
this well and in this case at least two physicians
have reviewed such a chart and issued warning
statements and final decision statements to the
patient's family and to the attending -- why then
is it necessary to ask the Departmental Chairman
to additionally review such a chart and to personally
notify the attending as additional backup?

My suggestion is that the Utilization Review Committee
is well structured, well staffed for this purpose, and
should be entirely backed by the medical staff and
the administration. Routine matters of case
termination by this Committee should stand on their
own merit. Departmental. Chairmen should not be
involved in such cases unless some sort of a hearing
process or further dispute arises,and the Departmental
Chairman should not be required to notify attendings
who have already been notified both on the chart and
by letter.

An additional problem is the short time period between
notification of termination and the fact of termination.
During this brief time period the attending, I believe,
has an obligation to review his management plans and to
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Drs. i
Page Two
June 11, 1984

state the reasons for the hospitalization, some of which may
not be covered in the chart. In order to accomplish this, a
clear pathway for these communications is necessary and I'm
not sure that it is uniformly understood and available to our
staff.

My I ast St t if ii I lh t. wef hn va' n mal bor educat ona 1 process
:b} tlat st l t ii i ' : i ,e r f i i 1l ,zt i N i i i| i h 1 .I I1 ho II.1.

process. Everyone should be tamiliar with Lhe "ground rules,
have an opportunity to ask questions, and then I believe peer
acceptance will be followed by peer pressure to make the syster
work smoothly.

Regards,

M.D.

cc: Dr.
Dr.

bcc:J Dr. Greenberg
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HOSPITAL
F'ENNSYI \ANIA

i-ACHA Presiden:
Chairman Boar0d rfrisres ';0D. ChiNi of Staff

October 3, 1984
::rs. Fedicare ,

/o Medical Recordr'
nosp. Roo= #
Ad--. eaP: 9-24-84

Deatr Mrs.

The Utili'tion Revji. C-arittez of Hospital has revieved Sour
.ric3cU record xnC: has deter-ined that contirnued hospitalization in an acute care
hospital is no Innre medically necessaro and/Qr appropriate. You no longer require
2n houn continuous attention of trained medical and Daraoedical ser-connel and
further hospntalired care is no longer neoded.

Youtr attending phyric:-cz:, Dr. S. rc e , has been cortacted. The Fosnital
:&.i-:istration and th! run.ier Ofce hu;ve been notified of this decision. The
Y:edicere pr u'rrar. will cover y.,zosr-'t'l stoy far an additional ! dry fron the
iac of this lette- to c lo, yu or your reoreuentative to caze arrangenents for
tr-nsfcr. Thcrefore, after Octvoer 4 18-i. , additional expenses incu-rred
curin thin 2rn:snion wilncat be rc-'burzed under the iledica-e fto ram of the
SCo-in Security Act. /

This Le2:ns that pfter Ocoh r 4, 1984 , you wal'l be personalt': resnonsible
'ar tb'e raryent of/ty c'ra:-'cs incu-red durin. you-r stay.

/ k~~~~~~~ Si nr erel :~your-s.

A/' I ,, Co-.R !r rir ...rir

cz: A:;c..din vnC -c-

(2) Btusi.ones Officc
Aetnr Life £ C~sunlty

.:. r iC i r'l Iot
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GTILIZATION REVIEW
HOSPITAL

October 2, 1984

A physician member of the Utilization Review Cc=zrttee will be reviewing
this patient'; progress notes aand chart within the next weekday in order to
determine if the necessity for hospital level of care is documented en the
chart.

IF, UPON RE-REVIEW, THE COMM FINDS THAT THE NEED FOR HOSPITAL LEVEL
OF CARE IS NOT CLEARLY DESCRIBED IN fdE HOSPITAL CHART, THE COMMITTEE WILL
RECOM1EN1 TERMINATION OF INSURANCE BENEFITS. WE WILL IFORM4 YOU AND THE
PATIENT AND THE BUSINES OFFICE OF THE TERMINATION OF REEFTITS. THIS
TENRMIATION HEANS THAT ANY FPTURE ECPENSES HAY NOT BE COVERED BY THE PATIE1T0S
INSURANCE CARRIER IF THEY AGREE WITH THEE COM-1TEE DETERMINATION.

"Hospital level of care" is defined as that care which
must be provided in a short term hospital. This means
that certain services must be available to properly
care for the patient. These services include, but are
not limited to:

1. Physician staffinrg 24 hours a day
2. Laboratory services available 24 hours a day
3. Radiology services available 24 hours a day
4. Operating Room
5. Intensive monitoring personnel/devices
6. Continuous or intensive monitored treatment 24 hours a day

The need for continued hospitalization is indicated in the patieIt's
hospital chart by changes in regimen, description of prcgressicn or
regression of problems (i.e. changing clinical situation), or explanation
of extenuating circumstances necessitating hospital care.

THIS LETTER IS MEANT TO BE OUR ONLY COMCUNICATION WITH YOU DIRECTLY, SO
PLEASE DOCUMENT ON THE ORANGE STICKER, AS SOON AS POSSIBLE, IF THRE ARE
EXTENUATING CIRCUMSTANCES THAT WE HAVE FAILED TO NOTICE.

Sincerely,

The Utilization Review Co=ittee
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UTILIZATION REVIEW
HOSPITAL

October 2, 1986,

Mrs.
c/o

ADM: 9-24-84
ROOM:

Dear Mrs.

This letter is being sent to help you understand the
Hospital Utilization Review process.

Third party insurance regulations require the hospital's Utilization
Review Cc--ittoc to review the care of all patients. This is done by
reviewing the documentation on. each patient chart. On occasion, a patient's
chart reflects that present care may not require a "hospital level of care"
and could be rendered at less expense in a different manner.

"Hospital level of care" is defined as that care which
must be provided in a short-term hospital. This means
that certain services must be available to properly
care for the patient. These services include, but are
not limited to: I

1. Physician staffing 24 hours a day
2. Laboratory services available 24 hours a day
3. Radiology services available 24 hours a day
4. Operating Root
5. Intensive monitoring persornel/devices
6. Continuous or intensive monitored treatment 24 hours a day

YOUR CHAR? IS BEING RrVJ=ED NOW WI'T-' THIS IN MIND.

If it is felt that your present care does not require a "hospital level
of care", a further review will be made by another Committee member. These
reviews are made by physician members of our Utilization Review Committee in
order to verify whether or not your needs could be eqtually served at a non-
acute level of care.

THE COMMITTEE URGES YOU AND YOUR FAMILY TO SPEA-Y WIm YOUR PHYSICIAII, AS
HE IS THE ONLY ONE WHO CAN. SUPPLY TEE CoMITTEE .i NEEDED OCUMDFITATION
SUPPORTING ACU`E CARE. The Social Worker assigned to your case can also help
with any plans that are needed to help in your care after your hospital stay.

Sincerely,

The Utilization Review Committee

cc: Attending Physician
Social Worker
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Ex a.o'the ______3

EW.AP TNTMENTScontinucd)
F. M.D. , Assistant Physician Emergency Care

Unit. Dr. eceived her M.D. at Medical College or

Pa. and received additional training In Emergency Medicine

at Allentown and at Emory University Grady Hospital,

Atlanta.. Letters of support have been written by Dr.
and the Director of her training

program at Emory University Medical School. Her
application Is also supported by Dr. C , Chief
of the Emergency Care Unit. The applicant has her Boards

in Emergency Medicine. The Credentials Commtttee voted

affirmatively and the Executive Committee voted to
recommend that the Board of Trustees appoint her for a
provi1o1nljd yec a.- A- i-,t.nt Physiian, Emergency Carb
Unit add the granting of the requested privileges. Thera
Is an opening in the Manpower, Plan.

G. , M.D., Assistant Physician, Family Practice.

Dr. , already certified by the American Board of

Family Practice, will be full time as Associate Director of
the Family Praotioe Unit. His application is eupported by

Drs. and as well as from Dr. at

Chestnut Hill Hospital. Dr. Is a graudate of

Pittsburgh and Is currently studying law. His presence

will be of. great a n i. preparing the Family
Practice Residency-Training Program for Its February 1986

review by the Residency Review Board. The Executive

Committee voted to recommend that the Board of Trustees
appoint him for a provisional year as Assistant Physician,
Family Practice Division and grant the requested
privileges. This Is consistent with the Manpower Plan.

V. COMMITTEE REPORTS
A. Antibiotic Review Committee - Metronidazol audit finished.

Follow up planned in one year. Several third generation
cephalosporins being considered for addition to the drug

list.

B. Standards & Economies - Number of items considered at
712/85 meeting. No action Items for the Executive

Committee.

C. Tissue Comarittee - June 11, 1985, one case referred from
Pathology involving a nephrectomy which Is currently under
study. Gastroscopy audit has been completed with no
significant discrepencies. An audit of pyloric stenosis

operations extending over 4 years and including 11 cases
no dfscre 9c-Le-tZiind.

lization Review Committee - June 6, 1985 - o
f regarding Dr. S-4 already recorded In last Month's M n es.

t As instructed, Drs. and met with Dr. S-4 itl

considerable discussion over a two hour period, with

>__conclusions to be writtenA I
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SR. GREENBERG, ND., LTD.

UGNUND B. CUM1G0. M D. A C DJvNOWOY .MZAEOUC DISZAS

January 22, 1985 t

Chairman, Department of Medicine - 4
Hospital

Dear

I received your note of January 17 that was written to
Dr. in regard to some questions related to issues of
utilization, etc.

I am especially interested in the blue Cross denial days.

Although it is not exactly clear to me what the statistics mean
and how they are derived, it appears that, up until the time
I resumed my individual practice without Dr. the denial
rate was higher. After separation from Dr. , it appears
that the denial rate hds beer less.

Again, however, these statistics are unclear to me.

Certainly, having been here since 1956. I have shown my intent
to work within the system and help as much as I can. If
there is any clarification needed from me on these cases thcrefore,:-
please let me know. I discussed this with by phone.

In addition. I think somehow it should he built into the system
and the statistics the skew of patients that I see and really
I see some of the most complicated medical problems that are
around. That lb. I don't see patients "off the street". but
they are referred to me after they have seen multiple doctors
and, by the time I see some of the patients, they are far from
uncomplicated. . ^

In any case, you can be sure that I would be willing to discuss t
any questions that arise regarding this aspect of the hospital
Blue Cross patients whenever you desire and would be delighted
to discuss them with you personally, etc. Again, I discussed
this with Dr. . If any additional information is
required, please contact me.

I hope to continue to practice the finest medicine possible
which I feel is in the best interest of my patients, the ' :a
community and the hospital. Best wishes for a happy and healthy,
year; Very truly yours,

SRG/da Sigmund Rd"+eenberg M.D., F.A.C.P.
cc: Dr.
cc: Mr.
-_ 1 I
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HOSPITAL

DATE: March 1, 1985 . +

TO: , M.D. I
Chairman Executive Committee

FROM: M.D.

RE: follow-up of previous myocardial infarction study

You will recall that the Utilization Review Committee
developed a large amount of data relative to the handling
of myocardial infarction, which was subsequently evaluated
by a subcormmizee, and Luen the Executive Committee who
in turn met with Dr. and Dr. to discuss the
issues. A follow-up study was mandated and has only recent-
ly been completed.

Dr. Greenberg's myocardial infarction discharges from
January thru September of 1984 produce only 3 cases. These
cases were reviewed and no significant problems in management
or length of stay were observed. One of the three was actually
managed entirely by another physician, and each of the other
two had been admitted or followed by a second physician in
view of vacation schedules.

Review of January thru September '84 discharges of Dr.
H showed a larger number of patients', whose average
length of stay was 1.8 days longer than the overall length
of stay for that diagnosis during the same time period. It
would appear that the pattern of both physicians has demon-
strated a marked decrease in the length of stay, with Dr.

cases between 1981 and September of 1984 dropping
from 18.4 to 17.1 to 12.9. During the same time periods,
those attributed to Dr. Greenberg diminished from 21.8 to
19.5 to 16.3. The overall length of stay for the entire
hospital during the same period was 14.8,13.2, and 11.1.
It would appear, therefore, that significant changes in
management have occurred and are beginning to approach those
of the staff in general.

cc: Dr.
Dr. Greenberg



650

HOSPITAL
.PEN NSYLVANIA 0

January 17, 1985 M.D
Chamuan - Deafxlmt of Mo601ne

, .D.
Chairman, Medical Executive Committee
Co-Chairman, QA Committee

Rospit a
PA

Dear

In compliance with the requirement that
departmental chairmen provide an annual update on
previously identified problems regarding patient
care within their department, I must forward an
as yet incomplete report on Dr. Sigmund Greenberg.
There are two issues that require updating.

The myocardial infarction study done by
Utilization Review and forwarded to the QA and then
to a special subcommittee mandated a re-audit.
This re-audit was carried out but. unfortunately,
was poorly timed since almost half of the period
re-audited covered a time when Dr. Greenberg
remained in association with Dr. . This
study, I am told, is still in progress.

The issue of excessive days of hospital
stay, which is centered around the data regarding
Blue Cross denial days, does indeed stretch back
over a time period. The most recent data covering
the six months ending December '84 have just been
provided. The table below identifies the number
of days denied on the medical services as a whole,
as well as that portion representing Dr. Greenberg's
own cases. Unfortunately, these figures would
suggest that his practice pattern differs signifi-
cantly from the rest of the medical staff.

If additional information is required, I
am certain that Dr. Greenberg or this office,
through the Utilization Review Committee and Record
Room, would be able to provide it.

Sincerely,

H.D.

cc:) Dr. Greenberg
(PERSONAL i CONFIDENTIAL)

Sw(* 5,flW,.OO



UTILIZATION DATA - 'DENIALS"

1981-82 7-12/82 1-6/83 7-12/83
(6 mo) (6 mO) (6 mO)

, Total Medical

S.R.G.

Percent

57

1 4

24

25 (50) 32

9 (18) 11 ,

36 33

39 44 av/35/6 mo

8 12 av/10/6 mo = .38 cases/wk

20 27 . av 28%
_---

ml
wn

I /85

7-12/84
(6 mo)
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S.R. GRIi~Ni itC, H(. M 2 tlD

liTNAL NiDiCINE
uiritijat t Y.D mskc tifl. F AL .P. !Ni)i. bRi LOGY. - ErAOUC D:SiiW

I:) i , 198,5

Chairm"an,. Dcpartw:cni oi..

Dea r

to utilization rcvicw. ,tc. I t hino t.hinqS dre !tuch clearer to me
now 0110u tI lc "hy .t..u I li,, l: Ii )iL . 1i i:; no! I , faic. thiit
thc patLient Is cli-ijeai" LI i, V,: y :;Ick thit. aocmands he b.: in the
hospital but the fi ifct ih thi patient is in the hcspital because
therapy offered at hcre is not adequate or another physical problem
or whatever demands the stay in the hospitp] - that the fiequency
of blooc test . n, ini . ii :i,., . . i as:;,id ncceisity for
hospitalization. 1; cssVi tLt. itL 1_ rut - Lror what I can
gather - the complexity of thc situat ion that dciancs rhospitaliza-
tion but the necesbity for frequent moniLoring, therapeutic
modalities, etc. that will uremnd continuec Hospital stay.

This is much clearer to ime now and perhaps some of these problems
can be made even clearer to the staff at the next wedical meeting
of the Department of Internal fedicine.

I appreciate talking to yoU about this in an informal way and,
again, if there are eny quct.iiot.., I w,uld b. happy to discuss it
again with you. I feel that my mix of patirnts with the complexity
of problems they have ooes demano a different type of approach:
however, since our cojivur-;at i.n. h I -1 I try to mske this much
cleater concerning the probuc:i of nocci .sity for hospitalization.

I have a strong suspicion anr parti:z confirmation thai
the Utilization Commi^ttee revi- w6 my case., iii aC ! f f no * pec
Live with greater captiousness *
physicians who may be more in o n regarc-ing their practice
pattern. I hope that is tot true: I hope everyone is being
treated the same. Iindest personal regaids and

icry tiuly yours,

SRG/da Sighrunc i .ceenberg, M.D.
cc: o.c.

c:,C
-c: M.D. /

cc: . ;.b.
:c: Mr.
:c: Mr.
:0: Mr i .. v
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UTILIZATION REVIEV\
HOSP

faf
. PA.

DATE: May 20, 1985

TO: Dr. S. Greenberg

FROM:
Co-Chairmen Utilization Reviev Committep

Re: blue Cross pi Greater Philadelphia Inquiry;
Retrospective Review

PATIENT:

Admission Date:
Discharge Date:

08/10/84
08/15/84

rhe Utilization Review Committee has received a letter from Blue Cross
in reference to the above named patient. A copy of this letter is
attached.

ie would like you to supply any information you may have so that we
.an evaluate the Blue Cross decision that this case was over-utilized
3y 5 days.

?lease respond in writing by 6/03/85 to the Utilization Office. Thank
rou for your kind cooperation.



PAGE 6
HOSPITAL: - Le-eI III - PotentIsI Short Procedure Unit (SPU/Outpatfsnt) Cases

CT. ADMISS;3N DISCHARGE I- DAYS ATTENDING
NO. DATE DATE DA P enup _ LOS INAPPROPRIATE ATTYICIAN

8/10/!4 8/15/84 68000 5 5 S Greenberg

REASON DAYS

Our medical
consultants are
questioning this
entire
hospitalization as
unnecessary. This
procedure could have
been done In the
Short Procedure Unit.

PAT I ENT
NAME
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Blue Cross
of Greater Philadelphii x

July 30, l'fl5

ii i).

Co-Chairmen, Utiilization kcviw Coammittee
)Jo, it.1 i

iA

R,-
CTi NUMBER

ADhISSION DATE: 08-10-84
DISCHARGE DATE: 08-15-84

DAYS DENIED: 5

Dear Drs.

Thank you for your response regarding the above-named case. Please note that
both our consultants and your committee agree that there is five day(s) of
over-utilization in this case

We appreciate the time taken by you and the other Utilization Review Committee
members in reviewing this case. Blue Cross feels that this type of in-house
Peer Review contributes greatly to the optimum utilization of health care
facilities.

If your hospital participates in the Advanced Utilization Review Program, no
adjustments will be made and the claim will remain paid. However, the days
denied will be used in the calculation of your denial rate. If your hospital
does not participate in the Advanced Utilization Review Program, Blue Cross
Adjustment Section will withdraw the entire payment made for this claim. If
the entire stay has been disallowed, please prepare an outpatient claim for
the covered services, and send it to our Outpatient Claims Department for
processing. If the stay is only partially rejected, prepare a new claim based
on the approved portion only and send it to us.

Sincerely,

Joanne Colantuno
Manager. Medical Review

JC vbh/4260D

cc: Administrator

Attending Physician
Business Office
Blue Cross Adjustment Section
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S.R: GREENBERG, M.D. LTD.

PA

Tovb

COMUND R. CO"I3C. M .. T.A.C.r. P0DOCUNOGY. AMA20C = ACI.U

May 22, 1985
Utilization Review Committee

Hospital

we (!:

i)oag i' li........

In regard to youf letter requesting information relating'to
Is-hospitalization from 8/10 to 8/15/84. this

patient was admitted because of anorexia nervosa, amenorrhea -
and just a downhill course over three years. There were so
many basic problems that we could not get to; it was necessary
to stress test with insulin, Factrel. etc. - -

We kept her a minimum amount of time to get things initiated
to find out what was going on and under no circumatances will
I do insulin stress tests on an outpatient basis since constant
supervision is necessary and I do not feel it is fair to ask
me to be in attendance for 90 minutes while a patient has'an
insulin stress test as an outpatient in a short procedure unit.

The investigation that was outlined in the chart and what was
done for her required hospital care under supervision of
nurses and doctors in order to ascertain exactly her disease,-;
what to do. etc. Indeed, enclosed is a copy of the discharge d.
summary to reiterate the situation.

I hope this note is of use to you in your consideration of .
's case. As you know, her mother is one of the nurses on

the Intravenous team who is very helpful herself in allaying
a lot of suspicion on Is part since the oatient herself
would never have tolerated this tvye of work-up or an insulin .,
stress test on an outpatient basis.

Very truly yo

Sigmund R. Green/erg,LM
SRG/da
cc: o.c.

enc: hospital summary
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S. GREENBERG, M.D, LTD. 6-go o
HOSPIT.L .o

dUOND It. ClNAI*G. M.D- ?A.CtP. tINOmOWG .IAOUtC Dad

July 11. 1985
M. D).

Chairman, Departnient of Medicinc
Hospital u

Thank you for your note of July 9th regarding our meeting with
Dr. concerning the utilization review committee, etc.
I would be happy to iuceet with the people in the utilization
committee whenever they want as long as I am given enough notice .
to rearrange schedules, etc. Late in the afternoon is my best time '.
and I would have more tine to devote to discussion with them. Just' X
let me know in advance and things will be arranged. If you or
want to be there, that is fine with me. -. '

On page tw., o[ your note, however, something isn't clear to me and -
I will quote it - 'we identified the need to make clear to reviewer,.
the reason for the patient being in the hospital independent of
issues of academic importance or complexity of the patient's illnes"
It would seer to me that the purpose of the hospital and the treatmen
of the patient in the hospital is directly proportional to the
complexity of the patient's illness and that a patientwith a very
complex problem that requires a multitude of medical and/or surgical . -
disciplines in relationship to integration with X-rays and laboratory
tests, certainly deserves to be in the hospital. Hence, the
complexity of a patient's illness to me would seem to be a justifiab'1ei
reason for the patient to be in the hospital. If the hospital is
not here to care for patients with very complicated and complex
illnesses, then what is it here for?

In any case, this is why I guess we should have another meeting and : 4
I will be delighted to meet with you whenever you wish. If you ,iei
identify problems in the interim, feel free to call me. Kindest
personal negards and

Very truly yours.

Sigmund R. Greenberg. M.D.
SRG/da
cc: o.c.
cc: M.D.
cc:
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HOSPITAL
'ENtNSYLVANA rt

July 2, 1985
Chaurnvn Depanr.ent of Medicine

Sigmund R. Greenberg, M.D.

p. -_ g

li|' t I I , 7at tInn

Dear 'g.

On J*nF zi. Utl~lzation Review asked
me to review the chart of
on It is evident that this 80 year
old lady has a lot of trouble and there were
many obstacles in the evaluation of her anemia.

Your notes indicated plans to return her
to the nursing home on Monday, and Utilization
Review agreed with me that there is no need
for further action at this point.

The purpose of this note is to suggest
some specific ways that you could work better
within the system. It is evident that the
patient was really here for a long time and
it may have been possible to shorten that
stay. It is also evident that she could
not be easily prepared and was taken multiple
times before studies could be completed. The
issue is communication. It would have been
most useful if you had written a direct
response to the Committee's inquiry which
was placed in the chart on several occasions
in the form of the orange sticker. At no
point did I see it clearly expressed that
"this patient needs to be in the hospital
because.' The next suggestion would be to
discuss the patient's needs with those helping
in the case and arrive at a decision as to
exactly how much effort is required to pursue
the diagnosis and what the end point would
be. For example, a note that said "after
discussion with the hematologist, we feel
one more effort at sigmoidoscopy Is necessary
-- if it fails, she will be transferred to
the nursing home and arrangements will be
made for a study in two weeks."

, , m
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Dr. Greenberg
Page Two
July 2, 1985

As you see, I am trying to offer specific
suggestions that will prevent the conflicts
that arrive in your cases.

Regards.

Sinqerely,

M.D.
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ALWAYS SHOW THE PATIENT'S HEALTH INSURANCE CLAIM NUMBER WHEN WRITING ABOUT YOUR CLAIMI.
1 IMPORTANT - YOU CAN USE THIS NOTICE:

il Anarecordlbhilpaidordonioed. Iyou have
smni In oiher medical expenes notl shown on
thin lorm. you will receive a separate notice

B To collect other insurance

Z TIME LIMIT FOR FILING CLAMS
For services racived :la cel
Dcl. 1. 181 -Seapt 30. 1982 Oe. 31. I9
Ocli1 001D2 Sept 30 13 Dec 31 1984
Oct 1 1Jt3 Sept 30 1984 ln. 31 1005
Whan a penoncaid ndUllilewihinlresoelimI ba
caine el an error or delay caused by iet Health Care
Finaacing Adminiotrallon or a Medicare Carrier or
Intermediory. the lime lim may be nxtended il to
claim la filld wIthin 6 mondt alier tOh irror Ia
corrected.

I NOW MUCN EOES MEDICARE PAY?
Mudfctrt py ofi Ohm _a In atom 4 sfit
gt Veos ddutibl han been weaid.M PM anIl
d bta is flow gm

For sarvIce entred primt to Ot 1 IWE
Medicare pays 1% stO w charugs in micron ii or

ily and Psdoiagy suraci.nrom a htysician
inr a bed ptimnt In a uaRleied hsp~til whthr or
neer M nasal deduclble has been satisied.

4. IF PRYMENT IS NOT BASED ON THE FULL
AMDUNT BILLED
Tha amomnt Medicare may pay Ia lieritd by law I'
Ihe lorst of:

A. Cualomary charge. ie. the charga nude by Mte
phyalcisn or suppliar In SD b rhim billinqa ta
thie ervice during [be base yu.ar

B. Prevailing charge. La. the charia made 75%of
lime by rutbr phylciano enr suppiiers tor
simliar merces In thils ra during Ow has yew.

CODES FOR PLACE OF SERltCE
1 Oitcc
2. Rme
3. Inpatient Hoopital
4 Skilled Nursing Fecility
S. Otpslbtnl Hopital
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7. other
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PIENNSYLVANA

TO:

FROM:

Presdent
nt ChiefofStaff

MEDICAL STAFF

M.D.

Co-Chairman, DRC Committee

SUBJ: DRG Reports - March and April 1985

We have enclosed copies of the CMS 302 report for the months of March and

April, 1985 as well a cumularive report for the months of January, Febuary and

March. These are the same reports you received from previous months and should

give you some details regarding DRG assignment--length of stay compared to the

federal average and cost variance indicates the estimated difference between

hospital cost and reimbursement received for that particular case. These

reports only represent your Medicare patients discharged in that time frame.
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DATE: 7/1/85
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flPUY 13D AMD, *"C;LlNr 
5

M kC = tra~ I"

TOTAL ASPITALO N0SPJ-AL : ',,CHARE. C R '
PUY$. DRC M I LOS REIBUASE HAS E CO VARtACE VARtAICE A6E MU S ;

HEDICARE NORNAL CASES

012 DEGENERATIVE DISORDER, MEDICAL
(3t.0000-OUTLIER THRESH 9.4000-DRG GNEAN 1.1020-DRC UT 2728.51-HsP PORT 904.79-FED PORT 3619.17-FED RATE) . -1

ROUTIRE 4 3633.30 2263.00 1253.84 1370.30 2379.46 78

012 TOT1 S 4 - -- . 3633.30 a i263.O00 1253.14 5. .1370.30; 2379.46 - i#Ji8
015 iECltlCCEiE0iOVASSCULAR ORl$OiER H W PRiNC DO oF TRiANSIE TISCHENIC AITAtt NE5iA JJ.0470UTIER THREsH 5.6000-DRC CNEAN .6604-ORG wr 1 135.13-MSP PORT 342.22-fED.PoRT 2168.87-FEo RATE)

ROUTIHE 6 2177.35 2680.00 1509.33 1502.65) 668.02 76
U15 rOT: .. z + -502.65) 668.02 t-PTS

O19SIPEP88U,l1;41AEARE/)OR.PLEURISYI,W AGE 1t8-9W IdCC OR AG E 70. AEIA
(31.0000-0 UTlIR THRESH 8.5000- RG GREEAN 1.091 4-OR OR A70 2'8 SP P0TA 896.09-FED PORT 3384.35-FED RATE)

S.N.F. a 3598.36 367o.00 2125.02 (71.64) 1473.34 85
089 TOTs 6 3598.36 3670.00 2125.02 (71.64) 1473.34 1 TPS
12¶C1IRCULATORY DISORDER'HTN'AN1I, DlSCHiR6ED ALIV. WITH tARb OVASCULAR COAPLICATIONS .ED.NtE
C34O0OO-OU1LIER THKESH1 1.9000-ERra GHEAN 1641 -4 hRT 4T569.14-HSP PORT I 1.16-FED PORT 6060.63-FED RATE)

ROUTINE 16 6084.30 7p94.00 4472.34 (1809.70) 1611.96 86
121 TOT: 16 o084.30- 7894.00 447.34 (180970) 1011.96 1-PTS
l22 ClRCULATOR7 EISORDER UH AAL, DISCNARGED ALIVE 1O CARDIOyASCULAR CONPLICATIOhSoMEEXtACA
t32.0000-OUTLIER THRESH 9.8000-ERG 6NEAN 1.3509-DRG W1 3344.78-HSP PORT 1109.15-FED PORT 4436.60-FED RATE)

ROUTINE 16 445s..9S 9192.00 5082.38 (4738.071 (628.45) 72

122 TOT: -- 4453 93 91 92.00 5002.38 (4732.07) (628.45) - -PTS
tz7.0EARTOFAILURE A4DE/OR SHOCK, HEDICAL
130.0000-OLTLIEB THRLSH 7.80O-ERG GMEAN 1.0joU-0DG WI 2550.24-ISP PORT *845.6a-FED PORT 33d2.71-FED RATE)

. i-F. 23 3395 92 12288.00 os72.78 (8892.Oa) C3176.8e) 80R6UTIHE 6 3395 92 3464.00 1863.34 (68.08) 1532 sE 68
127 TOD: 29 6791.84 15752.00 8436.12 (8960.16) (1644 28) 2-PTSAVG- 14.5 3595.92 7876.00 4215.0. (4480.0d) (822 147

_ -__ -- - -__ -_ -_ --- -- -- -- -- -- -- -- -- --- -_ _ _ _ _ _ _-_--- ---- -- -- --- ------------------------------ _ - _ _ - -------------------- _

ljj.6H8!OSLERQS AGE 0-IC 0 AGE 704, MEfCA
t~s0000-o~ THRESH O6.W0T -ORG MEAN 908 R T '2249.90-HSP PORT *746.08-FED PORT 2984.33-PEE RATE)

ROUTINE d 2995.98 4061.00 2241,37 (1065.02) 754.61 66 ;
132 TOT: 8 2995.98 4061.00 2241.37 (1065.02) 754.61 I-PTS___ __ ___ __ __ ______ ______ _____ ______ _____ ______ _____ ___ ___ __, -- ----- __ - ---- -_______________________________:~ -- - -- -- -- --



:'tXPf PAQT-A iMt AND MA CASES ONLY) PR.
2

EIlL... -AKAANALl5l-&.fl 21.2 ICIA A D
HOSPITAL APR 1985 (PROCESSED: 06-1 85AT :4

- DISCH. TOTAL HOSPITAL HOSPITAL CHARGE COST REFERENCE! 'Y$. DRG STATUS LOS REIMBURSE CHARGE COST VARIANCE VARIANCE AGE NUMBER

Moo.- MEDICARE NORMAL CASES

140 ANbINA, MEDICAL
(21 0000- OUTLIER ThRESH 5.5000-DRG 6MEAN .7470-ORG WT :1849.55-HSP PORT 613.32-FED PORT 2453.28-FED RATE)

ROUTINE 9 2462.87 4535.00 2537.57 (2072.13) (74.70) 69

140 TOT: 9 2462.87 4535.00 2537.57 (072.13) (74.70) 1-PrS

2t 1WOUND DECRIDE AND/OR GRAFT (OTHER THAN HAND) FOR MUSCU[DS0EL-TAL STS ANDJOR CONNECT TISSUE OISOR7
(5.UOO0-OUTLIER THRESM 13.1000jDRC GMEAN 2.258Z-DRG H 55T 245-HS PORT 1854.50-FED POR7 7417.98-FED RATE)

ROUTINE 9 7446.95 3980.00 2242. 2 3466.95 5204;73 82

217 TOT: 9 7446.95 3980.00 2242.22 3466.95 5204.73 17PTS

277 CELLULITIS V AGE 18-69 R CC OR AGE 70+ YEDICAL
30.0000-OUTLIER THRESH 8.3000-DkG GMEAN .8771-ORG HT 2171.66-HSP PORT 720.14-FED PORT 2880.55-FED RATE)

ROUTINE 16 2891.80 8896.00 4865.09 (6004.20) (1973.291 75

277 TOT: 16 2891 .80 8896.00 4865.09 [6004.20) (1973.29) 1-PTS

397 COAGULATION DITORDER. MEDICAL "* .I'll, -*
(2

9
.0000- UTLIER THRESH 6.7000-DhG GMEAN .9761-RS dT 2416.79-HSP PORT 801.42-FcO PORT 32DS.69-FED RATE) $

ROUTINE 11 3218.21 3f34.00 2325.50 (615.79) 892.71 74

397 TOT: 11 3218.21 3834.00 2325.50 (615.79) 892.71 1-PTS

**** MEDICARE NORMAL CASES TOTALS:
132 45754.89 66757.00 37090.78 (21002.11) 8664 .11 12-PTS

10A** MEDICARE NORMAL CASES AVERGS:
1.0 3812.91 5563.08 3090.9U (1750.1Z7 722.01

CASES TOTALS:
132 45754.89 66757.00 37090.78 (21002.111 8664.11 12-PTS

CASES AVER6S:
11.0 3812.91 5563 .08 3090.90 (1750.17 722.01

., ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ;

11m1Rr thw- - 'ts -1 a s-vet r,.- n-M -'r,,"- *, v,, ,,r c ; , I.- I I-rir vwwn-qwt - . -e -
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V OX ORIEE TMANIOISCNARSEI ~ ~ ~ C a cc VARIA
,i C 16 Al OTAR 7 l, f oN

.!~ ~ 88211,11,11IEA URI'e -i' _ ac _H
it '§1 :: i: . 2.;RU ,3 6U~,;4.ju ,vt47 Fji6

* XW0 .C"S *'0OOgOUTLI XR 'THRESHNs*s004Rl l~G-g{a --
ROUTINE , :.-,:2462*R? 6 -~

t LV BACK DIOR c RMi NEDXAL - -- - -
, .O;0000-OUTL ER fHRESH 7.5000-ORB GCE;N i473-, t U 1i5049- 5P POT 5 T 2

243 TOTs 14 - 8 ~42 el 41 5 67

02 !T.O-ou LINR THRESN 5.6000-OR8 CN AN ' ';7255-D 6 RT CZ9 -HSP Pat - 595. 67- FE PORT U8236M4fR lAt), n 4
* l S2J 5F1* N'*7. 9 . ~~~9 9 !1** 6E-E'2U91"96'-1 Th''6T6151S 03 r 75 iw3 1-*- -'-

449 TOTt 9 * * .7 *2$919 * 6164.00.-, i*3150.14 -_.. C3772.02, . ;(23I.1) ". T -

.r -.------------------- 7r---7--r7r-7---- --- 7,7-:__- _r,-_- :r-^-, ------ ,-----------_----------------------_ r ; r ~ -
14ED***** IIICARE NORMAL CASES TOtALSJ

91 25599.63 45076.00 2619U97 'X22476.37) C594.34Y
' ^**** INEICARE 2QRHAL CASEJ AVEIBS: ;& i 67 (346.) .. , a.

….…...… -, r6, . . .. * 6 34 0 ----
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csSO2E PART-B (PC AND MA CASES ONLY) OTEJE
HOSPITAL 9 l (D^1 AIL REt0R

DAYS WAGE-AbJ OU1TL.IER TOT A L ..: -;_OSPITAL H, OSPITAL- CHARGE COST REFERENCE

S TS.. RSTATUS ,OS OVER THREiHLD PAYMENT , E SMTURS

MEDICARE OUTLIER CASES I.,

| 2 087 PULMOlNARY EDEMA AND/OR RESPIRATORY FAELURE, MEDICAL

1U41 <1O.OOOO-OUTLIER THRESH 7.7000-DoR 
FEDAN 

'.536SibGTu. 
'RATE) 'v

I.N.F. 31 1 98.32 5163.16 34486.00 16559`.88 ga9320.84) (11394.72) 92

O2 _ _ __r_ _-YIv4!L __1 ..... I,__-, \# 96.3-32 * *-*41, 534.72) .. 1

*. ;* MEDICARE OIUTLIER CASES TOTALS: S. 
PYS

P 31 1 98.32'a 5165.t6 7

,CS3OZE _ _PART-C tHC AND Pl CASES OWi't hA 13 PROFI/OCENLSS B HSICsl6tEAN >AND RE;l (tDETAIL REPORTI PAGE S

HOSPITAL MAR 1983 (PROCESSEDI O~~~~~~~~~~~lG ~M85AT 1319P.N

.~~ 
~ ~~~~~~~~~~~~~~~~~~ .- :t - - ----- - -., - -

-BJ O"'L'ER , HOWITAL. . r~lIANCE AIE NUMB E

YA- LOS AiS T/OSS :Yi- - P.'. CT R. ;
DI H~~~~~~~~~~~~~PO POCSPZI'DJ v6 ('5-7A- EF:I

CS3 E:, .. T7 (M AN MA CAE OwAt 19. 
, " ' V:,C.AGE N'

Pills. BR6 OVER T B S ID P TN NT RE IMBURSE COST~~~~~~~~~~~NSE'COS

CASES.TOTALOS OVRT(L 262O Z33'1?97.ZIO1 (119B9.'06) ?-PTS

CASE TOTLS:122 1 98.32 30784.79 8320 Z38

CASES AVERS. 4 .97 11794.57 60 ' 07.69 3'9 ;

C vt!E r- -DJ -* -!0=s s t- ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~5 =tt>1 58;;;d-; '~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
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'ettypv DA..TA for -M. sip rnqv COUTI ¶ PS t OVn(Isi* --- rEtsgc~ys*HOSPITAL JAN PMAR 1....98$ (PROLjCuESSES-0-I 8, AT 12:23 P.M.).

Disc". TOTAL HOSPITAL HOSPITAL CHARGE COST REFERENCE. j | PHtYS. ORGi STATUS LOS REIMBURSE C$AEE (C0i6 _,- VARIANCE VARIANCE AGE NRSERhC

.** MEDICARE NORMAL CASES

014 SPtClFIC CEREBROVASCULAR DISORDER. SO PRINC DX OF TRANSIEN I.CHEPIC ATTAC. MEDC(32.0000-OUTLIER THRESH 9.9000-n6 SMEAN .3386-DRe WT 331S.2-gMIPRT 109. (I-FED PORT 4396.20-noC RATE)
ROUTINE 15 4413.37 7144.00 3991.04 (2930.63) 422.33 79

014 TOT: 1 R4413.37 7i44.00 3991h04 (2930.63) 422.33 1-PTS
; rB.NDSo!PECifi CERE8RtOVAjULAR DJSORDER. S u et*NEDICAL - ….oO 0-O~sLIER THRESH 7.4000-ORG GMEAN .SS03-ORG iT 2105.31-HSP Poi 698L 14-FED PORT 2792.54-FED RATE)

.' ROUTINE 10 2803.45 4872.00 27534.55 (206s.55) 48.90 95
' 0 1t TO T:s 10 2603.45 4472.00 2754.55 (206b. 55) 4.90 1 P-T

! iY89.0000bouiL~tk ' SO 7 * WT 2056.28-HSP PORT, 681.88-FED PORT 2727.51-FED RATE)

ROUTINE 13 2738.16 6S32.00 3473.89 (3393.84) (735.73) 71
U17 TOT: 13 2736.16 6132.00 3473;89 (3393.84) (735.73) I-PTS

___ ____;___ _ ______ __________ _------------------>------------- ~-=r-----~ --~-----------------------
DC-. -~~~3~. 1-- -OR

0 -OuTLIER THRESH 3.7000-ORG 6MEAN .4075-ORG ST 1008.44-HSP PORf 334.41-FED PORT 1337.65-FED RATE)
ROUTINE .1342 ".55RO066 NE 23 6132.82 13380.00 7284;72 193179.132 (588.681 780 T6 tOT: a 132.87 3J12.Oo 1931.5 (79.13) (588.68) 1-PTS

07E MiNOR CHEST AN.DJOR OTHER.RESPIRAT ORT OR. PRO S Cc 1CS') 000-0T LIEN TSRESH ¶0.6000-ORG GREAN 1.853G-omRe VT fl93o.13-HSP POPi I -FEo PORT 6)88.S4-fEo RATE)
* ~~~~~~ROUTINE 23 6112.32 13180.00 72841.75 (7267.68) (1172.43) 76 -

0f6 TOT: 23 6112.32 13W0.Oo0 728C7S ..tr!726- 68L (1172.43) 1.P~FoTS
N~~vr LASM OF RESPIRAOR rSr STEM, MEDICAL I-.,'

-00-O IE THRESH ?4900-DRS GMEAR. 1.1282~DRG SI ~ 9.8HPP~J~ . D263OfE PRT 37U.21-FED RATE)-
ROUTJNE 22 3719.68 9 .OO 00 515.17. (5559.32) (1439.49) 75

! , 0R24 TIT , 22 - 3719.68 9109.00 33j%.17...3. (3_ (5589.32) (1439.491

C . . . & ----…----------------- --____________

ijt.8 .6.2 RDISOtRER W tN rARE DISCHARGE Al --- , WITH CAR* OVASC..-AR COAPLC OAr 0UTL E THRS 1 9000O GMEA .84 4-ORG ST 569.14-$ PORT 515.16-FED PORT 6060.63-FED RATE)
ROUTI NE 60814.30 50bS'1.~50 '- (4105.70) 2.0 76-ROLL~~~laE Q6084.40 1V M S.U 41 44.1' (1532.70 190.16 80
422 ~~~~ *.. *.----- --- -. 

.---

* - I ~ ~ ~ ~ ~ ~ ~ ---- - 7 - -----
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HOSPITAL JAN - MAR 1985 (PROCESSED: 06-11-85 AT 12S20 P.M.)

D OIStl. TOTAL HoSWITAL HOSPITAL CHARGE COST REFERENCE
PHYS. DRG STATUS LOS REORSURSi CHARGE COST VARIANCE VARIANCE AGE NUMBER

.**4 NEDICARE NORNAL CASES

127 HEART FAILURE AND/OR SHOCK. MEDICAL
(30.0000-OUTLEER THRESH 7.8000-DRG GMEAN 1.0300-DRG Wr 2sso.24-HsP PORT 845. 68-FED PORT 3382.11-FED RATE)

ROUTINE 23 3395.92 11713.00 6412.15 ( 8317.08) (3016.2!) 84

127 TOT: 23 3395.92 117s3.00 6412.15 (8317.08) (3016.2 23)-PiE

130 PERIPHERAL VASCULAR DISORDER. AGE 0-69 V CC OR AGE 70+, MEDICAL
(29.0000-CUTLiER THRESH 7.1000-DRG GMEAN .9545-RAG H7 2363.30-HSP PORT 783. 69-fEE PORT 3134.75-FED RATE)

ROUTINE 19 3146.. 3SZ2.00 4676.12 (3 105.01) (1529.13) 75

130 ToT 19 TO:3 .
9 9

8232 .0 4676.12 ( 5105.01) (1529.1l3) .PTS

1 j CnNGENITAL AND/UR VALVULAR ODISORDR H AGE 8-69 i Cc OR AGE 7Q+. MEDICAL
d8. 0000-00 TLEER THRESH 6.1000-ERG GMEAN .9819-D2G AT 2431 .1 5-HSP PORT 806. 19-FED PORT 3224.74-FED RATE)

ROUTINE 13 3237.34 - 5sfl.00 Z9961.17 (1890.66) 241.17 74 ooc

135 TOT: 13 3237.34 5128.00 2996.17 (189U.66) 241.17 1.PTS

140 ANGINA.' MEOICAL 215 05
I21. ooO-UUTLS EE THRESH S.5UUO-DRG GCEAN .7470-LAG WT ,.1849.55-SP PORT 613. 32-FED PORT 2453.28-FED RATE) o

ROUTINE 6 2462.3Z 2995.00 1 555.63 9s33.13) 907.24 69

140 TOT: 6 2462.E7 2995.00 1555.63 (532.13) 907.2 1Ps

241 SYNCEOPE AND/OR COLLAPSE, AGE 0-69 A CC OR AGE 70, MPEDIC AL
21.0000-OuTLIER THRESH 5.0000-DRG GMFAN .6408-DRS WT '1586.60-HSP POd? 526. 13-FED PORT 2104.30-FED RATE)

ROUTINE 13 2112.73 5181.00 2977.71 (3068.27) (864.98) 72 -

i41 TbTo 13 - 21102.73 "sir.oo 29O7ff1 - 1Rr
3
6
6

271 '-c-64. j '

----- _---------------r----------------------------------------r-��--------~~~~~~ ---~- !--------------------------- %.

144 OTHER CIRCULATORY ox, W CC , MEDICAL
E29.0OOUrOUTLIER THR8SH .0000-DKG GlAt_,j .315.0r-A ..d- .go-0-NSP ,PaI . f 70$] .)..64l..86:UEE MOE).

ROUTINE 15 3676.17 10 429.OO 6074.1 ( 6752.33) (2397.98) 76

1 44 TOT: 1., . . .. 37 2 10k~Z.0 ,~.,,43J9) .

204 DISgOuDER OF PANCREAS OTnED THAN MALIGNANCY. MDICRL
M30.0110-OUTLIER THRESH 7.5000-ORG GMEAN .951- RG r A 2372.22-NSP PORT' 786.64-FED PORT 3146.57-FED RATE)

ROUJTINE l1 . -. - l3l8.86 ''4' 0b -238U*1 "^io~t;4) -io7is. i7

204 TOT: 11 3138.66 4197.00 2388f1l (1038.14) 770.15 IrPTS
_____ ,4,,.,0>_-~~~~~~7 --- --- - - - - - - -- - - - - - - ----- <v" - --.7< t

…-…~~;t



HOSPITAL JAN - MAR 1985 (PROCESSfD: 06-t1-Y8 AT t2s20 P.".)

DISC" TOTAL HOSPITAL HOSPITAL CHARGE COST REFERENCE
U0 PHYS. ORG STATUA LOS REINEBURSE CHARGE COST. VARIANCE VARIANCE AGE NUMBER

44h ***** MEDICARE NORMAL CASES 8'
0

239 PATHOLOGICAL FX AND/DR MALIGNANCY OF MUSCULOSKELETAL SYST4 INANG/OR CONNECTIVE TISSUE. MEDICAL
O (31.0000-OUTLIER THRESH 9.2000-DRG 6MEAN 1.0865-ORG HT X.26 9.13-MSP PoRT 892. 07- FED PORT 356a.26-FED RATE)

S.N.F. 16 3582.20 7392.00 4202.36 (380 9.80 (6t20.16) 77

wO 239 TOT: 16 3582.20 7192.00 4202.36 C 3809.80) (620 .16) 1.915
t% --- ---- _-- - - -_-- - - - -- - - - - -- _ _-----------------------_-_-_-_-_-_-_-_-_-_-_-_-_-_----

243 RACK DISORDER. HfDICAL
3U.00O0-oUTLIeR THRESH 7.5000-DkG GMEAN .7473-DRG WT 1850.29-HSP P

0
S 613. 57-FED PORT 2454.27-FED RATE)

M2
P.) ROUTINE 14 2463.6o 71730.00 4237.81 (5266.14 ) 1773.95) 75

243 TOT: 14 2463.86 7730.00 4237.81 (5266.14) (1773.95) 1:P9S
-- _-_--- -_--_----_-_-----_----- -_----_--_-_---- - -------- _ -- ---- -- - -------. -_ _ _--_--_ - - ---_-__- --_---

3C i8EhDOCRINE DlJSORDEk( AGE 0-69 RlC OARIAGE 79+j MEDICAL
t30.0000-UTLIER THRESH 0 _.gO6O-DRG GMEAN .95 0 -GC W 2384.35-HSP PORT 790. 67-FED PORT 3162.67-FED RATE)

ROUTINE 24 3175 .02 10349.00 592 a98 t 7193.981 (2754.96) 65

300 TOT: 24 3175.02 10369.00 5929.98 (7193.98) 12754.96) 1-PTS

301 ENDOCRINE DISORDER. AGE 0-69 WO CC N MEDICAL r I' .
(28.0000-OUILIER THRESH 6.4000-DRG GMEAN .8Us8-DeG IT *11995.13-ASP PORT 661. 60-FED PORT 2646.39-FED RATE) 05

cm
ROUTIN4E 11 2656.73 5t95.00 296Z.21 C 2638.27) (310.48) 66 %0

3l To0. 11 2656. 73 5195.00 2967. 21 (263 8.27) (310.48) 1-PTS

416,.SEPTICEMIAs AGDE 18.NEDIC AL "
(3T.0000-OUtLIER THRESH 9.2000-ERG GMEAN 1.5343-DRG HT i3798.86-HSP PoRt' 1259.173-FED PORT 5038.92-FED RATE)

5SN.F. 15 5058.59 7to0.oo 4042.48 (2042.41) 1016 .11 84
ROUTLIJE 18 505 8.59 IUV7.00 5394,96 .,,._ (5488.41) (335. 37) 70

416 TOT: 33 1 011 7 .18 17 648.00 9434.44 (7530 82) 6810 74 -PTS
AVG: 16.5 5058.59 DNU4.00 4718.22 ( 3765.41) 340 * 37

449 POISONING ANE/OR TODXIC EFFECTS OF DRU;S, AGE 18-69 W CC OlGE 70+ MEDICAL
(28.0oou-OUTLIER THRESH 5.6000-DRG GMEAN .7255-DRA uT .1796.31-dSP PORT 595. 67-FED PORT 2382.67-FED RATE)

S.N.F. 9 2391.98 6164.00 3150. 1 4 (3772.02) (758.16) 89

449 TOT: 9 2391.98 4214.00 3150 . .(3772.02) (758.16) 17PTS

**** MEDICARE NORMAL CASES TOTALS: A
337 78876.30 164659.00 91565.1?7 (5782.70) (12688.8?) 22-PTS

A*E* MEDICARE NORMAL CASES ARERDS:
15.3 3585.29 7444.50 41'2IOs ( 3899.21) (576.76)

* 77 777 - 7 ---- ---- ---- ---- ---- ---- --- _ - - -- -



-"3UL- -Ll--k IN ... M* fAVCC fhLX) VI fml IF, PO~Fl(tJfSJA.SS8L.lLLIJAi.~.....LSiS a pk D*L&-" t" ^fif. H- {;SHOSPITAL JAN - MAR 1985 (PEOCESSECI 06-1-8T 1 P.M.)

DISCH. DATS WAGEADEJ OUTLIER TOTAL. HOSPITAL HOSPITAL CHARGE COST REFERENCE
PillS. ORG STATUS LOS OVER THRE SHL PAYMENT REIMBURSE CHARGE COST VARIANCE VARIANCE AGE NUMBER

M**** MEDICARE OUTLIER CASES

087 PULMONARY E RENA ANOJORRESPIRATORYFAILURE. MEDI1CAL
(30.008-OUTLICR THRESH ?.70100-BRG MEAN 1 5368D-RG T 3805.06-HSP PORTO 1261. 78-FED PORT 5047.13-FED RATE)

S.N.F. 31 1 98.32 5165.16 34486.00 16559.68 (29320.84) (11394.72) 92
087 TO7: 31 1 98.32 5165.16 34486.00 16559.68 _29320 4)_ _(11394-.72) l-tP7S

MEDICARE OUTLIER CASES TOTAL): (92.4 1347)WT
31 ! 98 .32 5165. 1 3i486.00 16559 8 t29320.84) (11394

*-CS$UZL~ -PAST- (MC AND AACASE. ONLY)-.- PRO$IY/LOS5. NALTILI--S--P-NSC--A ------- -------AI-R-P--T --------- AGE. -

HOSPITAL JAN - MAR 1985 --PROCESS-E'D:-06-11 -85- AT 12:2 P

OlS ~6STAU DASWLOAJSlIE OA HSIA HOSPITAL CHARGE COST REFERENCEPHDs. 'AOSTAHJ LSS OVER THrEsHLD PAYHENIT REIMBURSE CHARGE COST VARIANCE VARIANCE AGE NUMBER 0
CASES TOTALS:

168 1 98.32 84041.46 199145.00 108125.05 (11 5103.54) (24083.59) 23-PTs °
CASES AVER7GS:

16.0 3653.98 8658.48 4701.09 (5004.50.) (1047.11)
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> oftheStaff 4 4/3/85Y

X.-±sti~ts? artment3 in the "A" - were
all briefly reviewed by the Executive Committee. Without
exception the changes were quite minor relating to changes
in meeting times, occasionally changes in meeting frequency,
etc. All of these revisions were reviewed and accepted by the
Executive Committee of the Staff.

The Divisions/Departments In "B8 - No Revisions column were
also accepted by the Executive Committee of the Staff.

NEW BUSINESS
A. £i a StatIstics Reviewed BY Those Present

Management o? variant utlization by I phymiojan -
statistics were presented on 2 areas of activity. The
first, dealing-with the period 1981-1984, presented data
on average length of stay for patients diagnosed as
myocardial infarction. During 1981 average length of stay
of all patients diagnosed as MI at was 14.83 days.
Two physicians, AJ and AG had significantly longer average
lengths of stay at 18.4 for AJ and 21.88 for AG. After
some dlucssions and exchanges of letters between the
physicians and the Department Head, statlstics improved
somewhat in 1983 with overall average for all patients now
13.26 days and AiT at ?? days and AG at 19.5 days.

AFrer additional discussions and correspondence the 1984
figures showed significant improvement with the
hospital-wide average now 11.1 days AJ at 12.9 days and
AG with too few patients In this category for satisfactory
averaging. The changes in statistics were viewed by those
present as representing- satisfactory Improvement although
Somewhat slow. The Executive Committee believes this
matter has been resolved.

1!wo other utilization statistics were presented relating
to the number of termination notices by' Utilization

-Review Committee and retrospective denials by Blue Cross.
In 1983 there were, hospital-wide, a total of 81
Termination Notices. Of these, 19 were the patients Of
one M.D., designated 5-4. In 1984 the hospital-wide .
termination total was 82 and Dr. S-4 was responsible for -
21 of these.

In the category of Retrospective Denials by Blue Cross
during 1984 there were a hospital-wide total of 208
instances of retrospective denial of payment by Blue
Cross. Dr. S-4 was the attending physician In 49 of these
cases. At the present time has the privilege of
doing its own advance utilization review. If the denial
rate goes above 1% Blue Cross will withdraw our advance
utilization review privilege which is very undesirable.
The problem with Dr. S-4 has continued into 1985. There
has been a sharp increase in the number of denials by Blue
91 oss and we are above the 1% rate presently endangering
our advance revieyvprivilege. -
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REVENUE MIX AND DRG PROFIT OR LOSS
BY PHYSICIAN

FOR PATIENTS DISCHARGED DURING THE YEAR ENDED 6/30/

INPATIENT REVENUE

NUMBER PVT PAY COMMERCIAL BLUE CROSMEDICAID

360708

360600

800592

374407

569100

8508

200409

7501

768502

444421

792705

387908

576204

800708

179701

367656

7013

204404
222224

378402

999830

474703

30031

9995 1 2
348104

555401

800929

179809

8007s1

254118

674818

800735

999849

6017

999822

444405

179604

365106

800554

501 0

569003

11800

7349 1 8
432105

297801

800600

388807
9318

6,077

25,350

27,710

15,656

10,386

25,141

11 ,132
12,654

765

17.169

498

99.357

13,057

1 576

13,9 23

63,655

4,755

1 ,253

27,285

16,050

74.150

15,805

16,590

26,487

34,689

1,471

820

12,631

4,020

1 .264

5O,930

15,066

37,883

110,478

848

73,106

49,727

103,808

77,507

9.607

49,423

4,947

156,335

9,214

4,319

30, 114

170,222

23,748

3,229

12,764

29,909

34,835

18, 167

849

8,905

9,009

1, 525

877

39,270

1,362

2,266

26.066

28,309

11,663 3,761

990 1,0 5 3

70,857

3,355

9,583

193, 499

8,625

27,584

58,641

148,302

16,074

9, 633
26,034

I ,603

38,938

93,232

53,475

1I .059
5 ,961

8, 306

1i ,268

5-, tog
3,899
3,041
1,721
2,151

50,690
167

4.003
6,038

1,925

14,668 20,643

4,409
71,516

13,462
7,309
3,334
27,836

9, 043
829

10,32 9

18,010

21,635
1,274

43,415

475

9,835

349

2,849

780

5,056

8,011
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/ 85
-JANUARY - JUNE-------------

MED I CARE TOTAL

0
423,061 514,875

62,351 111,957

86,663
399,277 555,320

848

133,591 251,918

103,845 208,148

0

3.140 15,121
66,470 197,036

137,909 228,324

736 15,674
31,220 100,410

7,049 14,645

717 346,369

2,354 26,154

1 .879 1 0,040

0
197,872 271,978

81,347 349,571

0

0

0

0

22, 104

0
23,491 26,787

0

0

133.453
2.285 2,285

4,573 7,928
50,307 80,349

6,919 389,499

0

0

675 39,042

61,313
32,149 120,960

101,129 314,805

45,241 71,829

zz,0ot Z 34,124
1,342 37,705

0

1,603

178,352 252,987
119,955 246.853

32,042 88,055

DRG

REIMB

--------- PROFIT

(LOSS) ON
COST MEDICARE

0
212,765 295,866 (83,101)

39.335 43,472 (4,137)

0

198,805 288,466 (89,661)

0

94,073 100,691 (6.618)
107,829 73,741 34,088

0
2,890 2,312 578

34,875 44.099 (9,224)
95,378 99,641 (4,263)

1,947 514 1,433
21,239 22,577 (1,338)

3,254 4,282 (1,028)
1 4AI 4i6 895

1,634 1,746 (112)
2,377 1,723 654

0
168,760 149,659 19,101

82,687 58,590 24,097

0

0

0

0

0

0
15,156 14,556 600

0

0

0

1,944 1,691 253

1,704 3,284 (1,580)
24,779 34,875 (10,096)

5,630 5,065 565

0

0

1,944 466 1,478

0
28,449 22,150 6,299

74,092 68,353 5,739

15,596 28,698 (13,102)

22,805 16,414 6.391
1,869 918 951

0

0

66,602 117,920 (51.318)
.88,746 86,618 2,128

21,367 22,172 (805)
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REVENUE MlA AND DRG PAVFIT OR LOSS

BY PHYSICIAN

FOR PATIENTS DISCHARGED DURING THE YEAR ENDED 6/30

INPATIENT REVENUE

NUMBER PVT PAY COMMERCIAL BLUE CROSMEDICAID

29.646
39,513
38,697
22,690
24,599

132,291

14.055

549

5,381

1I , 188

5,605

28,423

76,677 12,129

71.522

66,783

30,463

166,549

141 ,561

20,044

107 575

134,636

2,733

19,508

12,509

33, 171

38.615

13,460

49,330

15,431

11. a81

755

5,114

14, 916

11,874

830

42,675

11 ,369

2,314

9,139

31,061

31,380 11,354 10,483

208,719 28,976 2,758

62,097

124,192

94, 1 32

105,188

64,417

64,568

15,846

21,309
6,350

26,540
13,959
14,836
53,799

707

15,804
5,768

5,770

17,321

4,775

89,630 28,344 12,345

3,689,037 917,819 423,093

32 99% 8 21% 3 78%

800562

800742

13706

999857

488704

8028

800902

10014

684406

999814

800538

9016

569208

324108

510505

155004

9024

258903

367559

609706

270504

300306

505218

20028

999318

800546

366501

454206

377309

800961

444413

211206

444448

9032

TOTALS

PERCENTAGE

54, 257

7,839

5,838

29,784

7,693

23,403

22,279

4,516

34,712

2.974

42,971

67 126

9,595

2, 128

67,481

1,676

10,225

29,297

8,357

29,254

4.319

22,355

2,968

3,830

23,885

1,100,138

9 84%
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-JANUARY - JUNE-

MED I CARE TOTAL

70,401 179.540
28,223 76,124

4,654 54,570
40,891 105,308

43.011
117,219 316,252

0

0

122 , 959

0

0
27,232 106,833

363,060 526,738

24,532 70,478
4,262 258,322

266,329 515,945

145,503 197,741

7,067 166,100
42,781 291,390

0

0
84,691 139,584

0
229,547 480.225

0
47,157 159,860

209,434 364,137
416,714 572,408

11,518 140,754
221,062 339,991

249,402 375,512
2,022 22,405

0
164,330 318,534

5,051,371 11,181,458

45. 18%

DRG
REIMB

53,693

25.771

7,206

16,986

69,546

1 77S9

181 719

23.769

2,405

183.669

81 ,647

7,121

28,309

47,509

100,986

44,479

151,917

257,854

7,467

160,814

159,395

3,055

105,504

3,178,552

----------------------------- PROFIT

(LOSS) ON
COST MEDICARE

48, 23 1 5,462
20.010 5,761

3,5 1 8 3,688

27,662 (10.676)

0

82,830 (13,284)

0

0

0

0

0
18,843 (1,054)

248.136 (66,417)

1 8,53 1 5,23 8

2.98 7 (5821
188.879 (5,2!0)

104.188 (22,541)

5 ,3 13 1,808

30,674 (2.365)

0

0
61,921 (14,412)

0
172,280 (71,294)

0

32,793 11.686

144.568 7,349
287,229 (29,375)

8,13 00 (8a3a )
155,156 5,658
166.374 (6,979)

0
111,477 (5,973)

3.552,528 (373,976)
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DRG PROFIT OR LOSS
MEDICARE PATIENTS ONLY
FOR PATIENTS DISCHARGED

DRG CHARGES

148 391322
88 373985

127 524552
89 459671
154 215539
320 220080
140 339161
336 230654
146 92769
304 127310
115 70215
438 39292
110 154743

101 59823
116 117242
174 167111
221 37867
68 43160

468 187359
415 91189

112 78191

433 23899

64 22680

435 31972

123 126530

73 19676
15 94732

120 46096

118 25242

199 29590

90 46612

460 Z0363
78 61490

312 14857

85 36379

436 11115

87 116215

356 34357

264 15178

310 68738

337 26489

297 13407

159 21585

434 10409

406 15066

207 57954

211 18984

204 27930

334 30285

DRG
REIMB

174011
164,935
315,201
262,684

89740
114432
206595
130873
29286
58631

23,672

18220

77,003

19,737

68,231
99877

9400

12,250

111045

43425
40,847

10960

3,930

20905

76,002
2,471

59,724
23, 103

1 1 567

11076

19,729

3659

36,603

3908

17,872

3833

68,368
18316

4793

42841

12865

3431

8182

4505
4916

34901

8457
14673

16888

DURING THE YEAR ENDED
PROFIT

(LOSS) ON
COST MEDICARE

258230

245,265
374,741

313,362
136817

153206
245055
166336

57399
85710

49,762
38990

97,201

38,950

86. 110

I17460
26064

28,633

127072
58212

53,566
23343

15,948

31900

86,968

13,294

70 ,420

33,248

21,456

20568

28,029

11793

44,718

11546

25,203

10874

75,194
24804

1067

48908

18764

9321

13998

10296

10491

39889

13321

19403

21440

(84,219)
(80,330)
(59,540)
50,678)
(47,077)
(38,774)
(38,460)
(35,463)
(28,113)
27,079)
(26,090)
(20,770)

20,198)
19, 2 13)
17,879)

(17,583)

(16,664)

(16,383)

16,027)
(14,787)

(12.719)
(12,383)
(12,018)

(10,995)
(10,966)
(10,823)

(10,696)

(10,145)

(9,492)

(8,300)

(8, 134)
t8, 115)
(7.638)

(7,331)

(7,041)

(6,826)

(6,488)

(6,274)
(6,067)

(5,899)

(5,890)

(5,816)

(5,791)

(5,575)
(4,988)

(4.864)

(4,730)

(4,552)
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6130185

PER DISCHARGE

NUMBER OF

PATIENTS CHARGES

3 1

72

1 4

65

127

60

4

1 4

3

10

141

10

11

50

3

9

24

6

a

11

9

3 0

2

4

3

9

12

7

2

2 0

1 0

28a

7

2

4

2

19

2

7

S

12 623.29

5,194 24

3,773 76

4,217 1 7

15,395 64

3,385 85

2,670 56

3 844. 23

23,I92 25

9,093 57

23,405 00

3,929 20

14,067 55

5,982 30

10,658 36

3,342 Z2

12,622 33

4,795 56

7,806 63

15,198 17

9.773 88
2,172 64

22,680 00

3,552 44

4,217 67

9,838 00

2,255 52

11,524 00

8.414 00

14,795 00

5, 179. 11

20,363 00

5,124 17

7,428 50

5, 197 .00

5,557 50

5.810 75

3,435 70

15.178 00

2,454.93

3,784 14

6,703 50

5,396.25

5,204 50

15,066 00

3,050. 21

9,492 00

3.990. 00
6,057 .00

DRG

REiMB

5.613 26

2, 290.76

2. 267 . 63

2,409 94

6,410 00

1,760 49

1,626 73

2,181 22

7,321 50

4,187 93

7,890 67

1,822 00

7.000 227

1,873 70

6.202 R 2

1,997 54

3.133 33

1 361 . 11

4,626 88

7.237 50

5,105 88

996 36

3,930 00

2,32. 78

2.5.33 40

1,2:35 50

1,422 00

5,775.75

3,855 67

5,538 00

2,192 11

3, 659.00

3,050 25

1,954 00

2,553 14

.916. 50

3,418.40

1.831 60

4,793 00

1.530 04

1,837 86

1,715 50

2 .045. 50

2,252 50

4,916 00

1,836 89

4,228 50

2,096 14

3,377 60

(LOSS. 014

COST MEDICARE

8,330 00

$406 46

2,695 598

2.874 88

9,272.64

2,357 02

1,929 57

2,772 27

14,349.25

6,122 14

16,587 33

3,899 00

8.836 45

3,895 00

2,349 20

8.688.00

3,181 44

5,294 67

9.702 00

6,695 75

2,122 09

15,948 00

3.544 44

2,898.93

6,647 00

1,676 b7

8,312 00

7, I S DD

10,284 00

3,114 o3

11,793 00

3, 726 50

5,773 00

3,0 0 43

5,437 00

3,759 30

2,480 40

11,067 00

1,746 71

2,680 57

4,660 50

3,499 50

5,148 00

10,491 00

2,069. 42

6,660 50

Z,771 86

4,238 00

12,716 74)

(1.115 69)

(428 35)

(464.94)

(3,362 64)

(596 52)

(02 83Z

(591 05)

911934 21)

(8,696 67)

('2,077.00)

(1.8.1 6 18)

(i,92i 30)

,,,u25 36'

(351. 66

(5,554 .67)

(1,820.33)

1667 79)

(2,464 50)

(1,589 88

1 , 125.73)

t12,018 0))

(1,221 67)

(365 5-:)

(5,411 50)

(2354 . 07
(..,536.25

(3 ,29o 3.3)

(4,746.00i

(922 22)

(8,134 00)

(676 25)

3, 81.o 00)

(1,047 29)

(3,520 50)

341 30)

(648. 30)

(6,274 00

(216 68'

8R4Z 711

2 ,94 5 .00)
1 4454 00)

(2.895.50)

t5,575 00 !

(262 53)

(2,432 03)

(675 71)

(910.40)



678

DRG PROFIT OR LOSS
MEDICARE PATIENTS ONLY
FOR PATIENTS DISCHARGED

ORG
DRG CHARGES REIMB

354
213
335
437
208
197
128
265
179
344
443
132
16
97

316
144
338
278
339
173
157
75

150
49

289
454
421
202
129
55
22
1 1

355
307
155
25

350
274
7

241
99
65

257
185
223
53

342
225
153

32564
20143
25126
5684
12381
75884
33484
14585
11183
16977
11811
25174
12827
10554
22974
16389
42230
9434
8237
8926

25451
59944
10300
8319
14805
6026
4241

30338
17570
7994
8060
2829
6738
3241
8123
2809
6220
9635
6401
2995

19788
18091
22457
6459
3898
5919
5240
132

8001

1923
941
1470
133
474

4824
22,43

647
439
969
658

15,10
6,58
4,71
1447
975

2945
525
395
455
1728

39,44
514

5,47
892
356
261

2334
10,06
4,49
5,10

95
439
206
505

1 ,38
395
656

4,44
195

13,90
12,61

1679
433
232

3,82

420
545

DURING THE YEAR ENDED
PROFIT

(LOSS) ON
COST MEDICARE

I 23661 (4,430)
3 13811 (4,398)
6 18879 (4,173)
9 5431 (4,092)
8 8763 (4,015)
9 51741 (3,492)
3 25,881 (3,448)
8 9823 (3.345)
7 7725 (3,328)
9 12607 (2,908)
0 9236 (2,656)
3 17,581 (2,478)
3 8,955 (2,372)
0 6,699 (1,989)
9 16453 (1,974)
8 11656 (1.898)
o 31240 (1,790)
9 6989 (1.730)
8 5585 (1,627)
4 6143 (1,589)
1 18749 (1,468)
9 40,891 (1,442)
1 6570 (1,429)
1 6,704 (1,233)
2 10142 (1,220)
1 4768 (1,207)
2 3529 (917)
0 24255 (915)
5 10,933 (868)
2 5,294 (802)
8 5,904 (796)
7 1,660 (703)
7 5084 (687)
0 2548 (488)
3 5523 (470)
1 1,839 (458)
7 4367 (410)
5 6914 (349)
2 4,789 (347)
9 2298 (339)
7 14,214 (307)
2 12,909 (297)
5 17083 (288)
4 4590 (256)
z 2559 (237)
4 4,052 (228)
2 3827 (165)
4 4360 (156)
6 5592 (136)



679

6t30t85

PER DISCHARGE

NUMBER OF DRG (LOSS) ON

PATIENTS CHARGES REIMS COST MEDICARE

8 4,070.50 2,403.88 2,957.63 (553.75)

2 10,071 50 4,706.50 6,905.50 (2,199.00)

5 5,025.20 2,941.20 3,775.80 (834 60)

1 5,684.00 1,339.00 5,431.00 (4,092.00)

3 4,127.00 1,582.67 2.921.00 (1,338 33)

15 5,058 93 3,216.60 3,449.40 (232.80)

12 2,790.33 1,869.42 2,156.75 (287 33)

2 7,Z4Z 50 3,239 00 4,911.50 (1,672.50)

2 5,591.50 2,198.50 3,862.50 (1,664.00)

4 4,244 25 2,424 75 3,151.75 (727.00)

2 5,905.50 3,290.00 4,618 00 (1,328.00)

8 3,146.75 1,887 88 2,19? 63 (309.75)

4 3,206.75 1,645.75 2,238.75 (t93.00)

3 3,518 00 1,570 00 2,2_3 00 (663.00)

5 4,594.80 2,895.80 3,290.60 (394. 80)

4 4,C97 25 2,439 5u 2,914 00 (474.50)

15 2,815.33 1,963.33 2,082.67 (119.33)

3 3,144 67 1,753 00 2,329.67 (576.67)

3 2,745.67 1,319.33 1,861.67 (542.33)

2 4,463.00 2,277 00 3,071 50 (794.50)

10 2,545 10 1,728.10 1,874.90 (146 80)

7 8,563.43 5,635 57 5,841 57 (206 00)

1 10,300.00 5,141.00 6,570 00 (1,429.00)

1 8,319.00 5,471.00 6,704 00 (1,233 00)

3 4,935.00 2,974.00 3,380.67 (406.67)

2 3,013.00 1,780 50 2,384.00 (603 50)

2 2,120 50 1,306.00 1,764.50 (458.50)

9 3,370.89 2,593 33 2,695.00 (101 67)

3 5,856 67 3,355.00 3,644.33 (289 33)

5 1,598.80 898.40 1,058.80 (160 40)

3 2,686.67 1,702.67 1,968.00 (265.33)

1 2,829.00 957.00 1,660.00 (703 00)

2 3,369 00 2,198.50 2,542.00 (343.50)

1 3,241.00 2,060.00 2,548.00 (488 00)

1 8,123 00 5,053.00 5,523.00 (470.00)

1 2,809.00 1,381.00 1,839.00 (458 00)

3 2,073 33 1,319 00 1,455.67 (136.67)

3 3,211.67 2,188.33 2,304.67 (116.33)

2 3,200 50 2,221 Do 2,394.50 (173.50)

1 2,995.00 1,959.00 2,298.00 (339.00)

8 2.473.50 1,738.38 1,776 75 (38 38)

12 1,507.58 1,051.00 1,075.75 (24.75)

7 3,208.14 2,399.29 2,440 43 (41.14)

3 2,153.00 1,444.67 1,530.00 (85.33)

1 3,898.00 2,322.00 2,559 00 (237.00)

3 1,973.00 1,274.67 1,350.67 (76.00)

4 1,310.00 915 50 956 75 (41.25)

3 2,044.00 1.401.33 1,453.33 (52.00)

2 4,000.50 2,728 00 2,796 00 (68 00)



680

DRG PROFIT OR LOSS

MEDICARE PATIENTS ONLY

FOR PATIENTS DISCHARGED

DRG

DRG CHARGES REIMB

242

42

40

6

66

306

400

219

17

142

187

84

311

29 5

175

450

324

249

360

177

341
412

263

300

352

1 33

329

162

32

38

447

189

353

165

402

369

117

464

47

357

426

226

403

313

364

56

308

441

254

4828

9689

4762

1107

3592

167i2

9463

2977

7847

1714

941

1894

6439

401 4

2162

1453

1228

8326

1385

13283

19521

16412

7069

8557

1371
2239

1072

7776

775

734

692

7509

5249

4343

2830

1318

6240

1463

2554

10722

9416

913

7359

1220

1489

1618

24158

1138

2615

3438

6,384

3,441
863

2,673

12326

2332

5,447

1230

864

1.675

5080

3229

1783

1287

1182

6618

1296

9635

1 2964

11775

5356

6321

1382

',862

1151

6337

978

936

1036

5692

4187
3497

2450

1504

3,943

1585
, 191

8309

8223

1270

5787

1493

1742

1,794

18081

1554

2710

DURING THE YEAR ENDED

PROFIT

(LOSS) ON

COST MEDICARE

3526
6,463

3,503

900
2,708

12342

6076

1077

700
1 ,498

4870

3002

1545

1023

916

6338

1015

9314

12593

11383

4g62

592?

97i
S1 449

735
5910

548

497

589

5200

3689

2955

1894

934
3,369

1011

1,614

7725

7624

656

5171

850

1055
1 099

t7374

824

1956

(88)

(79)
(621

(37)
(35)

(16'

45

79

95

153

164

177

210

227

238

264

266

280

281

321

371

392

394

394

411

413

416

427

430

439

447

492

498

542

556
570

574

574

577

584

599

614

616

643

687

695

707

730

754



681

6830/85

PER DISCHARGE

NUMBER OF DRG (LOSS) ON

PATIENTS CHARGES REIM8 COST MEDICARE

1 4.828.00 3,438 00 3,526.00 (88 001

5 1,937.80 1.76.80 1,292.60 (15.80)

4 1,190.50 860.25 875.75 (15 50)

1 1,107.00 863.00 900 00 -37.00)

3 1,197.33 891 00 902 67 (1t 67)

5 3,342.40 2,465.20 2,468.40 (3.20)

1 9,463.00 6,121.00 6,076.00 45 00

1 2,977.00 2,332.00 2,253 00 79.00

3 2,615.67 1,815. 6 1,784.00 31 67

1 1,714.00 1.230 00 1.077.00 153.00

1 941.00 864 00 700.00 164 00

1 1,894.00 1.675.00 1,498 00 177 00

4 1,609 75 1,270.00 1,217 50 52 so

2 2.007.00 1,614 50 1,501 00 113 50

1 2,162.00 1,783 00 1,545 00 238 00

1 1u153.0C 1,287 00 1,023.00 264.00

1 1,228.00 1,182.00 916 00 266 00

3 2,775.33 2.206.00 2,1l2.67 93.33

1 1,385.00 1,296.00 1,015 00 281 00

6 2,213 83 1,605 83 1,552 33 53.50

6 3,253.50 2,160.67 2,098.83 61.83

16 1,025 75 735.94 711 44 24.50

1 7,069.00 5,356.00 4,962.00 394 00

3 2,852.33 2.107.00 1,97567 131.33

1 1,37f100 1,382.00 971.00 411 00

1 2,239.00 1,862.00 1,449.00 413.00

1 1,072.00 i,151.00 735 00 416 00

5 1,555 20 1,267 40 ,182 .00 85.40

1 775.00 978.00 54800 430 00

1 734.00 936 .00 497 .00 439 .00

1 692.00 1,036.00 589 00 447 00

4 1,877.25 1,423.00 1,300.00 123.00

1 5,249 00 4,187.00 3,689.00 498.00

1 4,343.00 3,497.00 2,955.00 542.00

1 2,830.00 2,450.00 1,894.00 556.00

s 1,318.00 1,504.00 934.00 570.00

1 6,240.00 3,943.00 3,369.00 574.00

1 1,463.00 1,585.00 1,011.00 574.00

2 1,277.00 1,095.50 807.00 288.50

2 5,361.00 4,154.50 3,862.50 292.00

4 2,354.00 2,055.75 1,906.00 149.75

1 913.00 1,270.00 656.00 614.00

3 2,453.00 1,929.00 1,723.67 205 33

1 1,220.00 1,493.00 850.00 643.00

2 744 50 871.00 527.50 343.50

2 809.00 897.00 549.50 347.50

8 3,019.75 2,260.13 2,171.75 88.38

1 1,138.00 1,554.00 824.00 730.00

2 1,307.50 1,355.00 978.00 377.00



682

DRG PROFIT OR LOSS

MEDICARE PATIENTS ONLY

FOR PATIENTS DISCHARGED

DRG

DRG CHARGES REIMB

305

258

328

251

114

45

1 19

463

284

167

363

247

234

149

46

178

332
273

31

418

135

419

169

18

366

290

248

102

229

398

272

259

270

409

401

262

158

277

126

283

452

285

20

411

233
28

266

191

145

9140

8248

999

672

10931

5154

1776

2766

359

2085

2791

6281

23a6

5097

300

2157

827

937

7568

1361

1608

12244

4174

2751

3151

3249

3786

735

3533

5381

3152

1074

2762

2871

1814

5039

3409

22562

5766

1363

5410

6410

5585

1839

2730

744

5871

10922

489

737

696

140

128

9,12

4,51

2,29

333

129

234

281

567

269

478

1,.29

265

168

179

6,55

215

2,14

933

389

3,42

365

369

398

I , 95

389

577

372

219

351

351

268

499

415

1772

5,76

276

551

620

6,06

312

384

2,31

615

904

216

DURING THE YEAR ENDED

PROFIT

(LOSS) ON

COST MEDICARE

3 6603 770

4 6182 782

9 626 783

9 494 795

2 8,314 808

1 3,652 859

7 1,381 916

2 2409 923

3 349 944

2 1397 945

9 1873 946

8 4702 976

1 1706 985

7 3746 1,041

1 232 1,059

4 1556 1,098

1 583 1,098

4 670 1,124

0 5,425 1,125

a 1012 1,146

4 986 1,158

6 8150 1,186

0 2689 1,201

1 2,177 1,244

6 2402 1,254

8 2420 1,278

3 2702 1,281

4 655 1,299

3 2577 1,316

7 4444 1,333

5 2339 1,386

1 741 1,450

8 2055 1,463

9 2052 1,467

37 1200 1,487

i8 3509 1,489

9 2665 1.494

24 16137 1,587

SY 4,152 1,617

9 1133 1,636

2 3801 1,711

i5 4479 1,726

54 4,310 1,754

24 1338 1,786

1o 2044 1,796

7 516 1,801

53 4340 1,813

i8 7230 1,818

59 348 1,821



683

6/30/85

PER DISCHARGE
NUMBER OF DRG (LOSS) ON
PATIENTS CHARGES REIMB COST MEDICARE

2 4,570 00 3,686.50 3,301.50 385.00
3 2,749.33 2,321.33 2,060 67 260 67
1 999 00 1,409.00 626.00 783.00
1 672.00 1,289.00 494.00 795 00
2 5,465 50 4,561 00 4,157.00 404.00
4 1,288.50 1,127.75 913.00 214 75
1 1,776 00 2,297 00 1,381.00 916.00
2 1,383.00 1,666.00 1,204 50 461.50
1 359 00 1,293S00 349.00 944.00
1 2,085.00 2,342.00 1,397 00 945.00
2 1,395 50 1,409.50 936.50 473.00
4 1,570.25 1,419 SO 1,175.50 244.00
1 2,386.00 2,691.00 1,706.00 985.00
1 5,097.00 4,787 00 3,746.00 1,041.00
1 300.00 1,291.00 232.00 1,059.00
2 1,078.50 1,327 00 778.00 o .9.0
1 827.00 1,681.00 583.00 1,098 00
1 937.00 1,794 00 670.00 1,124.00
5 1,513.60 1,310.00 1,085.00 225.00
1 1,361.00 2,158 00 1,012.00 1,146.00
1 1,608.00 2,144.00 98o.00 1,158 00
5 2,448.80 1,867 20 1,630.00 237.20
2 2,087.00 1,945.00 1,344.50 600.50
2 1,375.50 1,710 50 1,088.50 622.00
2 1,575.50 1,828.00 1,201.00 627 00
2 1,624 50 1,849.00 1,210.00 639.00
3 1,262.00 1,327.67 900.67 427 00
1 735.00 1,954.00 655.00 1,299.00
3 1,177.67 1,297.67 859 00 438.67
3 1,793.67 1,925.67 1,481.33 444.33
2 1,576.00 1,862.50 1,169 50 693.00
1 1,074 00 2,191.00 741.00 1,450.00
2 1,381.00 1,759.00 1,027 50 731.50
2 1,435.50 1,759.50 1,026.00 733.50
1 1,814.00 2,687.00 1,200.00 1,487.00
5 1,007.80 999.60 701.80 Z97.80
3 1,136.33 1,386.33 888 33 498.00

10 2,256.20 1,772.40 1,613.70 158.70
1 5,766.00 5,769.00 4,15200 1,617.00
2 681.50 1,384.50 566.50 816.00
3 1,803.33 1,837 33 1,267.00 570 33
1 6,410.00 6,205.00 4,479.00 1,726 00
3 1,861 67 2,021.33 1,436.67 584.67
2 919.50 1,562.00 669 00 893.00
1 2,730.00 3,840.00 2,044.00 1,796.00
1 744.00 2,317 00 516 00 1,801.00
3 1,957.00 2,051.00 1,446.67 604.33
1 10,922.00 9,048.00 7,230 00 1,818.00
1 489.00 2,169.00 348.00 1,821.00



684

DRG PROFIT OR LOSS

MEDICARE PATIENTS ONLY

FOR PATIENTS DISCHARGED

DRG

DRG CHARGES REIMB

349

80

23

164

63

449

92

Z4

27

161

218

152

423

303

256

238

131

397

3D

170

425

358

407

183

444

244
321

181

429

430

318

134

21?

188

269

180
10

231

83

172

34

122

192

198
82

331

325

168

3758

2974

660

2384

7288

19981

8575

29379

325

25054

9366

9766

30495

29061

6715

973

10094

1951

131481

19955

5297

4934

1706

25132

5161

15990

6953

7024

8233

8668

2688

10204

1465

31827

6645

23695

10782

3038

5459

34393

5342

121972

17831

3469

12324

61159

38781

16498

II526

4545

3,777

2,505

3966

7,199

15860

7,887

25,378

2,461

21410

9250

9634

23571

21973

7540

3352

10,270

4267

82,355

17416

7368

7073

4626

20786

7643

15177

8834

8486

10301

11222

5934

12,207

4942

25782

8610

21280

11 ,323

6179

8491

29197

7,961

98,704

16956

7,2t3

13793

47,411

31137

17248

13077

DURING THE YEAR ENDED

PROFIT

(LOSS) ON

COST MEDICARE

2666

1 ,876

505

1902

5,102

13716

5,717

23 207

240

19182

6977

7332

21205

I 9483

5034

788

7,627

1522

79,513

14337

4068
3767

1282

17320

4134

11662

5294

4942

6635

7490

2180

8,368

101

21933

4746

17322

7,344

2176

4431

25074

3, 590

94,238

12464

2,675

9159

42,712

26309

12245

7990

1,879

1,901

2,000

2,064

2,097

2.144

2,170

2,171

2,221

2,228

2,273

2 .302
2,366

2.490

2,506

2.564

2.643

2,745

2,842

3,079

3,300

3,306

3,344

3,466

3,509
3,515

3.540

3,544

3,666

3,732

3,754

3,839
3,841

3,849

3,864
3,958

4,003

4,060

4, 123

4,371

4,466
4, 49Z

4,588

4,634

4,699

4,828

5,003

5,087
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6130/85

PER DISCHARGE

NUMBER OF DRG (LOSS) ON
PATIENTS CHARGES REIMB COST MEDICARE

3 1,252.67 1,515.00 S88.67 626.33
1 2,974 Oo 3,777 00 1,876.00 1,901.00

1 660.00 2,505.00 505.00 2,000.00
1 2,384.00 3,Q66 00 1,90z 00 2,064.00

3 2,429.33 2,399.67 1,700.67 699.00
10 1,998 10 1,586 00 1,371.00 214.40
5 1,715.00 1,577.40 1,143.40 434.00

16 1,836.19 1,586.13 1,450.44 135.69

1 325.00 2,461 00 240 00 2,2Z1.00

14 1,789.57 1,529.29 1,370.14 159.14
3 3,122.00 3,083.33 2,325 67 757 67
3 3,255.33 3,211.33 2,444.00 767.33

9 3,388.33 2,619.00 2,356.11 262 89
4 7,265 25 5,493.25 4,870.75 622.50
4 1,678.75 1,885.00 1,258.50 626.50
1 973 00 3,352.00 788.00 2,564.00

5 2,01a.80 a ,054.00 1,525.40 528 60
2 975.50 2,133.50 761.00 1,372.50

76 1,730.01 1,083.62 1,046.22 37.39
3 6,651 67 5,805.33 4,779.00 1,026.33

5 1,059.40 1,473.60 813 60 660 00

3 1,644.67 2,357.67 1,255.67 1,102.00

1 1,706.00 4,626 00 1,282 00 3,344.00
17 1,478.35 1,222.71 1,018.82 203.88

4 1,290.25 1,910 75 1,033 50 877.25
9 1,776.67 1,686.33 1,295.78 390 56

6 1,158.83 1,472 33 882 33 590.00
5 1,404.80 1,697.20 988.40 708.80
5 1,646.60 2,060.20 1,327 00 733 20
5 1,733.60 2,244.40 1,498.00 746.40
3 896.00 1,978.00 726.67 1,251 23
8 1,275 50 1,525.88 1,046.00 479.83
1 1,465.00 4,942.00 1,101.00 3,841.00

16 1,989 19 1,611 38 1,370.81 240.56

4 1,661.25 2,152.50 1,186.50 966 00
12 1,974 58 1,773 33 1,443.50 329.83

4 2,695.50 2,830.75 1,836.00 994 75
3 1,012 67 2,059.67 725.33 1,334.33

4 1,364.75 2,122.75 1,107 75 1,015.00
It 3,126 64 2,654 27 2,279.45 374.82

4 1,335.50 1,990.25 897.50 1,092 75
34 3,587 41 2,903.06 2,771.71 131.35

2 8,915.50 8,478.00 6,232.00 2,246 00
1 3,469 00 7,263 00 2,675.00 4,588.00

5 2,464.80 2,758.60 1,831.80 926 80
20 3,057 45 2,370 55 2,135.60 234.95

16 2,423.81 1,946.06 1,644.31 301 75
11 1,499.82 1,568.00 1,113.18 454.82

7 1,646.57 1,868.14 1,141.4:3 726 71
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DRG PROFIT OR LOSS

MEDICARE PATIENTS ONLY

FOR PATIENTS DISCHARGED

DRG CHARGES

442 57116

0 21342

141 36905

467 7174

176 18965

235 10293

280 10950
138 153941

94 13343

121 204324

96 100190

_48 Z8527

322 21666

12998

205 14288

250 7310

130 26302

12 9558

5 20912

239 22905

`46 12092

139 15466,

143 58219

203 i500S

416 1972S

294 55050

27i 10033

2 I 6 6179

240 18775

236 25246

195 82394

182 177129

395 47905

113 8881

296 112460

243 58170

79 71564

210 186500

14 335144

209 _32247

DU

DRG

REIMB

43492

2 ,342

32228

10603

18845

15230

14756

114 664

15,555

159, 152

76,146

2685i

21600

15901

18736

12 47

27 ,19

14 447

21 770

25810

16272

7 ?6 146
19761

48672

18929

21587

50762

17906

24233

25204

29974

70377

143566

49188

23,210

97129

66676

73,948

157898

276,919

274308

RiNG THE YEAR ENDED
PROFIT

(LOSS) ON

COST MEDICARE

38389

16, 162

26984

5331

1 j283

9444

8953

108 86t

9 472

153 030

69,947

20305

14964

9262

11852

5658

19,937

7 . 155
14 335

18222

8595

11909

40802

11033

1 3501

42078

8365

13 674

14399

18406

58078

131093

34038

7. 123

81010

44398

4 e . 748

1 29834

239 609

220696

9,623.733 6.482,593 6,765,811

5, 103

5 18 0

5 244

5 . 272
5 562

5 786

, 803

5 848

6 083

6 122

6 199

6 548

6 636

e. 639

7 1 8 4

7 189

7 202

7 292

7 435

7 588

7 6 77

7 852

7 870

7 896

8 086

8 684

9 541

10 559

10,805

1 , 568

12 299

12 473

15, 150

16 08 7

16,129

22 Z78

25 200

28,064

37,310

53,612

(283 21 8
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6/30/85

PER DISCHARGE
NUMBER OF DRG (LOSS) ON
PATIENTS CHARGES REIMB COST MEDICARE

10 5,711.60 4,349.20 3,838.90 510.30

7 3,048.86 3,048 86 2,308.86 740.00
23 1,604.57 1,401.22 1,173.22 228.00
5 1,434.80 2,120.60 1,066 20 1,054.40
7 2,709.29 2,692.14 1,897.57 794.57

4 2,573.25 3,807 50 2,361 00 1,446.50
11 995.45 1,341.45 813.91 527.55
57 2,700.72 2,011.65 1,909 05 102 60
5 2,668860 3,111.00 1,894.40 1,216.60

42 4,864.86 3,789 33 3,643 57 145.76
44 2,277.05 1,730.59 1,589.70 140.89
14 2,037.64 1,918 07 1,450 36 467 71

14 1,547.S7 1,542.86 1,068.86 474.00

3 4,332 .7 5,300. 33 3,087 33 2.213 .00
8 1,786 00 2,342.00 1,444 00 898.00

8 913 75 1,605.88 707.25 898.63
13 2,023.t3 2,087.62 1,533.62 554 00

6 1,593.00 2,407.83 1,192.50 1,215.33
6 3,485.33 3,628.33 2,389 17 1,Z39 17

12 1,908.75 2,150.83 1,518.50 632.33
8 1,511.50 2,034.00 1,074 38 959 63

11 1,406.00 1,796.45 1,082.64 713.82
33 1,764.21 1,474.91 1,236.42 238.48

8 1,876.00 2,366.13 1,379.13 987.00
7 2,818.29 3,083.86 1,928 71 1,155 14

29 1,898.28 1,750.41 1,450.97 299.45
6 1,672.17 2,984 33 1,394 17 1,590.17

15 1,078.60 1,615.53 911.60 703.93
12 1,564 58 2,100 33 1,199 92 900.42

10 2,524.60 2,997.40 1.840.60 1,156.80
15 5,492 93 4,691.80 3,871.87 819.93

107 1,655.41 1,341.74 1,225.17 116 57
29 1,651 90 1,696.14 1,173.72 522.41

4 2,220.25 5,802.50 1,780.75 4,021.75
50 2,249.20 1,942.78 1,620.20 322.58
41 1,418.78 1,626.24 1,082 88 543.37
19 3,766.53 3,892.00 2,565.68 1,326.32
35 5,328.57 4,511.37 3,709.54 801 83
98 3,419 84 2,825.70 2,444.99 380.71
55 6,040.85 4,987.42 4,012.65 974.76

2,741 1,033,037 719,377 732,486 (13,109)
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September 24, 1985

Senator John Heinz, Chairman
United States Senate
Special Ceomittee on Aging
G33 Dirksen Senate Office Building
Washington, D.C.

Dear Senator Heinz:

Thank you for giving me the opportunity to provide information on the
effects of prospective payment on hospital discharge planning for long term
care. This is an especially important topic for the elderly, since shorter
acute care hospital stays give the discharge planner less time to complete the
often complex arrangements needed by the elderly as they transfer to other
levels of care.

The statistical information presented in this letter comes from a
notional study of hospital discharge planners conducted by Dr. Linda Nichols,
Veterans Ad4inistration Medical center, Memphis, and myself over the past
three years. While the study is limited by the number of hospitals
represented and other methodological issues, it is the only national study
based on a random sample of all U.S. hospitals that is directly concerned with
problems of discharge planning for continuity of care. The discussion'
sections are based on observations and interaction with discharge planners
across the country, and contain our interpretative coraents that extend beyond
the scope of the data.

Study Design. The study focused on the effect of prospective payment on
hospital discharge planning by interviewing discharge planners both before and
after prospective payment was implemented. Two hundred accredited U.S.
hospitals were selected at random, and questionnaires were sent to all
discharge planners within each hospital in Deceeter, 1982. In June-August.
1984, respondents from tlxt first phase of the study were recontacted. Some
questions were repeated exactly as in the first interview, while a number of
other questions were added specifically addressing changes due to prospective
payment. Because sane states were not using prospective payment for Medicare
reimbursement, some discharge planners were eliminated from the sample,
leaving a total of 121 valid respondents who answered both questionnaires.

To make this material easier to utilize, it has been arranged into
separate sections for each topic. In each case, the general conclusion based
on the data has been stated first, followed by the evidence supporting that
conclusion, and a discussion.

(693)..........
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GEATER 1 BSIS ON DISMARGE AAIE

most discharge planners (71%) report that discharge planning receives Amre
eqhasis since the implementation of prospective paymet. This emphasis has
led to the greater use of interdisciplinary teams (39%) and a slight increase
(11%) in the use of special units whose sole responsibility is discharge
planning. Discharge planning still remains the responsibility of nursing and
social work, with only 5% of hospitals transferring discharge planning to
administration or the fiscal office of the hospital.

Discusaslon: Prospective payment has increased the visibility and
importance of discharge planning in the hospital, since the new system links
reimbursement with timely patient discharge. A hospital that cannot discharge
a patient as soon as medically possible because of ineffective discharge
planning will suffer greatly under the new system. This emphasis has led to a
greater reliance on Lnterdiaciplinary teams (usually made up of nurses, social
workers, physicians, and physical therapists) who can develop an integrated
discharge plan and who can anticipate mest potential problems. Sore critics
feared that pressure for early discharge would lead to discharge planning
being reorganized under the fiscal office of the hospital, and that financial
considerations would take precedence over medical considerations in the
decision to discharge. Currently, this does not seem to be the case, although
cosraets frow discharge planners indicate that Many hospitals are at least
considering such an arrangement.

nIDEASE W D

Over half (56%) of the discharge planners report an increase in workload since
prospective payment, with the average increase being 25%. However, this
increase in work has not led to an increase in staff in nost (79%) cases.

Disacsio : As elderly patients are released from the hospital sore
quickly than in the past, many have more complex continuing care needs,
causing an increase in the work of discharge planners. In addition, shorter
average length of stay means more patient turnover, also increasing discharge
planning work.

Hospitals are Generally not increasing staff to meet this increased work
load. This may be due to the time lag before discharge planning is recognized
as a critical part of overall hospital care, and that hospitals will
eventually 'catch up' with the new need. Some respondents report that
although the discharge planning staff has not increased, it has not been cut
as have other hospital departments. It may be, however, that since discharge
planning is not a direct revenue producing activity, some hospitals are trying
to do sore with the sane staff. If this results in poorer discharge planning,
the elderly are likely to suffer more than others, since they often have the
most complex problems and are nest likely to need some type of continuing care
(e.g., nursing home, hone health care).

DECEAE PATIN FICXXWP

Discharge planners measure the post-hospital adjustment of patients less
frequently since prospective payment, falling from 32% of patients before to
15% presently.
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DRiuSSiYa;: Due to increased workload, discharge planners have less tire
to follow-up on patients after they leave the hospital. This is especially
true for systematic follow-up using written assessment forms. Discharge
planners are nospital employees, and, although they attempt to bridge the gap
between acute care and long term care, they must respond to the hospital's
needs first. With prospective payment, these needs include timely discharge,
but do not necessarily include the tracking of patients afterwards.

Since the Peer Review Organizations will now oe reviewing all patients
who return to the hospital within fourteen days, many hospitals are trying to
become more systematic in identifying problems in discharge arrangements that
might lead to the patient being realmitted. The question remains, however, as
to whether or not hospitals, with discharge planning resources already severly
strained, will be able to provide needed follow-up.

The elderly especially need systematic follow-up after hospitalization.
Transfer from one level of care to another can lead to confusion and anxiety
in anyone, and can actually be hazardous to physical health as well. If the
elderly person does not have an advocate who is sophisticated in dealing with
the disjointed continuing health care scene, the patient's problem may not be
brought to attention of medical and other personnel in the hospital who
developed the discharge plan. Because their health and social needs are more
complex, the elderly are sore likely to have such problems, and therefore are
especially vulnerable to 'falling between the cracks' of the continuing health
care system.

OE TO CAR FO nM Uo

most discharge planners (62%) report that prospective payment has not chared
the acoess to care for the elderly in their hospital. Twenty-nine percent
report that the new system has worsened access to care, while only 9% feel the
system has improved access to care for the elderly.

Discussion: The critical issue involving prospective payment and the
elderly is whether or not the elderly on Medicare will be systematically
discriminated against by hospitals in favor of younger patients with less
complex medical problems or elderly private pay patients. Most discharge
planners do not see access to care being denied the elderly in their
hospitals, although a substantial minority feel access to care has worsened.
While this finding is not as bad as expected, a cautionary note must be a~ded.

Prospective payment, as expected, has caused a reduction in census at
most hospitals as the average length of stay decreases. In many hospitals,
this decrease has been quite precipitous. Because nmst hospitals now operate
below capacity, they are anxious adnit all available patients, and since the
elderly are disproportionately iigh users of hospital services, some hospitals
are actively soliciting their business. As long as average census remains
low, access to care should not be a special problem for the elderly on
Medicare.

However, some acute care hospitals will not survive the transition to
prospective payment. As hospitals disappear, tne current surplus of acute
care beds will decrease. Once the remaining hospitals have a high daily
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census again, they nay begin looking at the types of patients that 'make
money' for the hospital. The diagnosis related groups (DFQs) are based on an
acute care model that may not adequately take into account the underlying
chronic diseases and slower recovery rate of the elderly. If hospitals can
fill their beds with patients who have less complex problems and who can be
discharged faster, they may do so.

The prospective payment system may thus give hospitals an incentive to
discriminate against the elderly. Many hospitals are also develrping the

mechanism that can be used to screen away elderly patients who are likely to
lose money for the hospital under the DRG system. Thirty-nine percent of our
discharge planners report that their hospital has begun pre-admission
screening for discharge problems since prospective payment. Screening
identifies those patients who will need continuing care placement after
hospitalization. Arrangements can be made while the patient is still in the
hospital, so that the patient is not forced to remain in the hospital longer
than medically necessary because of the lack of a long term care bed. This
most instances, pre-adclission screening of a great benefit to the elderly,
since difficult problems can he addressed over the course of a longer period
of time. However, this mechanism can also be used to identify patients who
are going to be hard to place (e.g., patients in need of a ledicaid skilled
nursing bed). It is a small step from systematically identifying these
patients to systematically restricting access to care for them. While this is
not currently a problem, policy makers should watch the situation carefully.

EISPITNL VERTICAL INTATION INRESING

Many hospital have increased the range of services provided to patients,
incliling Irog term care services traditionally offered elsewhere. Twenty-one
percent of discharge planners report that, since the implementation of
prospective payment, their hospital has begun hospital-based hone health care.
Other options include opening a day hospital (21%), a health related facility
(17%), a skilled nursing facility (9%), and selling durable medical equipment
(16%).

Discussio: 'Vertical integration," or providing a full range of
services, in hospitals has both positive and negative aspects for the elderly.
The elderly suffer under the present disjointed continuum of health care.
They need, more than any other group, an integrate system of services. so
that changes in their health status can be quickly reflected in changes in the
health care they receive. Presently, the transition between levels of care
(e.g., hospital, home health care, nursing home) is often difficult. If one
company provides all levels of care, the transfer of patients from one level
to another will be easier. Patients are less likely to be 'lost in the
shuffle" if the same health care team is managing their care continuously.
Under this approach, the company also has an incentive to take patients with
more complex health problems, as often characterizes the elderly. A company
with a full range of services may be willing to take a patient whose acute
hospital stay will lose money under the ERG system, but who will be placed in
the company's long term care facility.

The continuity of care provided by vertical integration is a plus for the
elderly, but this system is also likely to reduce competition in the provision
of health care. If one company can offer everything needed in long term care,
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why would a patient chose another company that specializes in home health
care? The currently fierce competition in home health care causes many
companies to offer specialized services for the elderly that they may not
continue if they were assured a steady supply of patients from the hospital.
Since vertical integration is well established and growing in the health care
field, the effects on conpetition should be carefully followed.

RURAL fUS

Dussion: Our study contains no specific information on rural
hospitals. However, we have discussed this issue with a number of discharge
planners at rural hospitals across the nation, and our impressions of the
special problem of these hospitals may be useful.

The problems of rural hospitals need to be divided into two main
components: the effects of the rural setting, and the effects of size. Not
all rural hospitals are small, and the larger hospitals have adapted to the
system differently than the smaller ones. Some rural hospitals are a regional
resource, providing the only full range of health services available for a
large area. Often, other small proprietary hospitals offer limited services
in the sane region, but complex problem must be sent to the regional center.

Discharge planning in rural settings is often difficult. For example,
one discharge planner we spoke with sometires must find daX responsible adult
(e.g., a teacher, a minister) in the patient's coxunity who is willing to

check up on the patient regularly, since home health care services simply do
not exist in some areas. Of course, the more complex the health care needs,
the ocre dff-cult t h discliarge planning problems, and the elderly are likely
to have more complex needs. Hospitals in rural areas must cut costs because
of the prospective payment system, but must at the same time offer a full
range of health care services without the patient volume to make it
profitable.

Discharge planners in small rural hospital have additional problems. mTe
prospective payment system almost requires that a hospital have fully
computerized record keeping, and a sophisticated analysis unit that can spot
areas in which the hospital is losing Toney. Larger urban hospitals have used
this technology for some tine, and although switching to the DFS system caused
many problems, they already had the basic knowledge and equipment. Small
rural hospitals generally did not have such systems, and are trying to catch
up quickly. The expenditure for the equipment and new personnel is often
difficult for a small hospital. In addition, discharge planning at many of
these hospitals has been a part-tine responsibility of a single worker. As
discharge planning becomes more critical under prospective payment, small
rural hospitals must rapidly change their discharge planning systens.

GEML 1IOIQI

Prospective payment for Medicare using diagnosis related groups (DRGs)
has fundamentally changed hospital discharge planning for continuing care.
The new system gives hospitals a strong financial incentive to make discharge
planning efficient, and has given discharge planners greater visibility and
influence in the hospital. It has also increased their workload and made it
more difficult for them to systematically follow patients once they leave the
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hospital. Organizational changes in the hospital, such as vertical
integration, also change the role discharge planners play in bridging
different health care institutions.

According to our discharge planning respondents, tie elderly have not
suffered inordinately as a result of these changes so far. However, as the
health care system responds to the pressure of prospective payment, several
interacting factors must be carefully watched. Decreased census has caused
many hospitals to market their services directly to the elderly, who are
disproportionately high users of health care, but the DRG system may not
adequately take into account their chronic medical problems and slower
recovery rate. Hospitals thus have an incentive and a disincentive to take
elderly patients. Changes in the structure of health care, such as hospital
vertical integration, also have both positive and negative effects on the
incentives to care for the elderly.

Because prospective payment is relatively new, and since the effect of
the new enforcement mechanism for the system (the Peer Review Organization) is
still not ccrpletely clear, the effect of prospective payment on care for the
eldery is not certain. However, the data gathering and analysis being done on
prospective payment should include the issues of discharge planning and
continuity of care that are of special importance to the elderly.

I hope thiis discussion is useful in your investigation of this important
topic. Please feel free to call on ie for any additional Information you may
need.

Sincerely,

John Feather, Ph.D.
Associate Director
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MLMBERS of the COMMITTEE:

I welcone being invited to speak to thrs Committee. We have

seen both positive and negative effects on Home Health Services

resulting from toe imvplementation of Medicares Prospective Payment

System. In discussing these effects with our colleagues involved

in the home care field, we find that they are feeling the same

effects.

I would like to share ten (10) aspects concerning this to

the Com.mnittee.

POSITIVE ASPECTS:

(1; We are finding that situations can be managed

in the home setting which were not managed in

this manner previously. Frequently patients!

families can handle problems which they or the

medical system in the past did not feel they

could nmanage, but with medical system support

in the home the situation is manageable.

NEGATIVE ASPECTS:

(2) Wc arc finding as a result of the implementation

of the DEG'S, patients are now being discharged

from the hospital with less teaching being done

prior to discharge. The patients are too sick

initially to be receptive to in-depth teaching.

By the time teaching could be accomplished, the

patient is discharged home. At this point home

health services must start the teaching process.

Often the patient/caregiver needs a great deal

of intensive teaching initially. Since the home

health staff does not stay in the home for extended

periods or time on a visit, the patient/caregiver

is not able to absorb all the necessary teaching

until numerous visits have beer: made. During this

time care is being provided without adequate

teaching. This results in extra stress for the

patient/caregiver and makes possible inadequate!

negligent care being given to the patient. At

the same time, the home health agency must he

careful of frequency of visits as far as Medicare

coverage is concerned. Medicare monitors these

very closely.

A case history showing this situation is an

elderly patient who was discharged from, the

hospital in the last days of his terminal

illness. This patient came home with the

following support devices: (1) Nasogastric

feeding tube, (2) uninary catheter, and (3)

continuous oxygen. The patient had skin break-

down at various sites also. The family had one
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demonstration of low to feed the patient prior
to hospital discharge. No one had observec the
faImily doing this to be sure they knew how. They
had had no instructions in oxygen safety, skin
care, catheter care, etc. The home health nurse
had to meet the patient and family the afternonn
of hospiLal discharge to begin this teaching.
The're was no way for the family to absorb all
the necessary teaching in that afternoon. The
nurse had to cover tne most important points and
hope that the family could handle the situation
until her return visit the next day.

(3) Patients are being sent home much sicker tharn
previously. This is fine ir the home setting is
adequate for the patients care - but at times
patients are being sent home needing a tremendous
amount or care. Patients -who need intermediate
level of nursing care in a hospital and those whom

uorsing homes will not accept due to the level olf
care they need are being sent home at temes. (he
caregivers in these mituationa are very taxed by
the care they must provide.

a case history showing this sitoation is a patient
who was aischargedr hone from the intermediate level
of nospital care. This patient had a (i) trache-
ostomy, (2) was on a respirator, (3) needed frequent
suctioning, and (4) chest percussiorr. He also had
a gastrostomy feeding tube and a suprapubic urinary
catheter. This patient's wife had had intensive
teaching in the hospital but when the patient came
home the care was overwhelming. The wife was the
only available caregiver and tne patient requIred
twenty-four (2i,) hour care. At times he needed
suctioning as frequent as every ten (10) minUtes
during the night leaving her totally exhausted.
This wife is giving excellent care but it is
definitely very taxing on her.

(4) We find patients are being discharged hore so
quickly at times that necessary equipment for
patient care in the home is not obtained prior
tn the patient arriving home.

(5) Patients are being sent home into unknown or very
questionable home situatlona as well as when the
family readily states they do not feel they can
provide adequate care. Physicians and hospital
staff do not have time to adequately check out the
home situation prior to discharge. Most patients
sent home need a great deal or family support. If
this support system is absent or Inadequate, it is
very difficult to get the patient readmitted until
his condition deteriorates significantly. It is
very frustrating for the home health staff to have
to watch a patient deteriorate in these circum-
stances. Nursing home occupancy in our area is

59-303 0 - 86 - 23
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eighty seven to one hundred per cent (87 - 100%)
most of the time, so it is very difficult to place
these individuals in a nursing home. We have had
an increase in the number of referrals we musL make
to our local Department of Social Services due to
inadequate home situations in the recent past.

A case history supporting this is a patient who was
diabotic and retarded. She was discharged from the
hospital to ner home. this patient could not pre-
pare her own meals and was left alone during the day
nours. There was questionable family support. When
the home health nurse initially saw the patient, she
found that the patient was not eating (questionably
had not caten for several days) and her diabetes
was uncontrolled. The patient had to be placed In
a nursing home immediately to prevent even further
deterioriation of her health status.

(6) We see very sick elderly patients being sent hon.e
from the hospital with an elderly opouse as a care-
giver. Often the couple were barely able to meet
each other's needs prior to the hospitalization.
Now the situat.on is even worse. Due to our mobile
society, frequently there is no other family support
available.

A case history supporting this is an eighty four (84)
year old female who was living with her ninety two (92)
year old husband. The patient fell and suffered a
vertebral fracture. She became bedridden, incontinent,
and mentally confused. She was discharged home from
the hospital with her husband responsible for providing
care with the help of a daytime sitter. Even with
this assistance, the elderly husband could not provide
the other sixteen (16) hours of total care needed each
day. The husband's nealth also began to fail as a
result of the exhausting load he was carrying. The
patient eventually had to be placed in a nursing home,

(7) At times patients are discharged fromn the hospital
with home health services in their home being a
criterion for discharge. Then as the patient's
condition stabilizes he does not continue to meet
Medicare's guidelines for home health services and
these services must be discontinued. The patient!
caregiver then are in a very bad situation.

(8) There is a lot of need for in home services which
are not covered by Medicare's guidelines for home
health. At times patients only need assistance
with activities of daily living which could not
qualify the patient for home health care. In the
past these patients could have stayed in the hospital
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until they could regain adequate strength to care
for themselves if no one else was available to
assist them. Now this is not possible.

(9) Sicker patients are being sent home from the hospital
sooner now - needing more care. Yet, Medicare guide-
lines for home health care are not being broadened.

ln' fact, there is frequent threat of impending further
restric tions .

(10) Earlier hospital discharges are resulting in some
potentially unsafe procedures being done in the
home setting. A few examples of these are intra-
venous and intramuscular administration of anti-
biotics and intravenous administration of chemo-
therapy. While these procedures may be performed
without any problems with many patients, the patients
who do experience problems may have fatal results.
Home health is a very competitive business at present
and in order for a agency to continue to receive patient
referrals they must try to meet the request of the re-
'erring physics nz. if the agea.y refuses Lu provide
The care, there are other agencies who will. There-
fore, each agency feels pressure to do every procedure
requested. Agencies are being forced into giving care
which is against their better judgesent. We feel
pnysicians are being forced to practice administrative
medicine rather than good sound medicine when they are
pushed by toe systerm into making these referrals. The
results on the home health staff Is the feeling that
they arc themselves providing poor care. Home health
nurses especially are in a legal dilemma - morally
they can't refuse service yet they know that adequate
and safe care is not being provided. It is very dif-
ficult to leave a home knowing that the caregiver is
uncomfortable with the care they must provide. These
situations arc very rrusltratilng and cause a great
deal of stress and anxiety for the home health staff
as well as the caregiver.

Statistics will not give you the true picture of what is happening
to patients with the system now. Early discharges at times are resulting
in human suffering. Both patients and their families are being affected.
Patients nre not getting adequate care and famIlies are pushed to the
point of exhaustion. In addition, they are often thrown into situations
with inadequate preparation, resulting in additional stress to them.
While Medicare Prospective Payment System has shown that many patients
can indeed be managed-safely at home, there are still people suffering
from the system. If the system continues, it seems there should be
some mechanism for granting exceptions - especially prolonging hospital
stays and allowing easier admissions to hospitals in situations where
this is needed.

Again, I would like to say that it has been a pleasure sharing
our thoughts and ideas with you. I will be glad to try to answer any
questions or clarify any statements.
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Octcober 16, 1985_

Senator Heinz

U.S. Senate
S D -Q 33
Washington D.C. 20510

Dear Senator.

As a health professional working with terotnally ill patients, I have
become increasingly aware of the negative impact of the new Diognostic
Related Groupingis upon oun patienLs. We ae sueuing patients who are released
sooner from hospitals, are mich sicker when they come hone and lack adequate
instruction in their care needs because of their hospitalization is
abbreviated. At the same time, Medicare home health provision is limited
to intermittent care and is pressuring home care providers to decrease the
time spent teaching in the home. The seriously ill person and his family or
caretaker are being forced to make sophistricated j-udgemeots about symptom
management, use of high technology eqoiorxent, when and whether to contact
physicians and care goals with ever decreasing community support.

Dealing with c.ancer patients T am seeing people who are receiving
agressive chemo therapy and radiation reatmnt sent home with little or no
family support. The patient is too weak to provide himself with adequate food
or fluids thus negating the potentially positive effects of his cancer
thera.py. We as a nation have committed ourselves to continued nescanl- and
treatment of diseases such as cancer. Without adequate home health support
and the coordinated care of in-patient facilities as a back-up, treatment
often leads to more suffering and debility for the patient without the resources
to tnonaye his care safely. I will relate some of the patients T have worked with

who have fallen thra the "cracks" of the =Rr system.

S was a 16 year old patient who was treated with surgery and radiation for
cancer of the bowel. He was sent home to die with his wife of two years as
primary caretaker. his wife was told he couldn't he admitted to the hospital
again since he had overstayed his DRG thru previous hospitalization. His wife
became extremely stressed by his care but felt she couldn't afford a nursing
home because of limited income. His condition deteriorated rapidly, on a
Saturday, he became incontinent, pain was out of control and he began to
hallucinate. His wife felt pnwerless, didn't notify the 1.0. or R.N. on the
case but simply abdicated his care by closing the bedroom door. On Monday
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the visiting nurse found him in a saturated bed. moaning, unable to tolerate
even being touched because of his extreme pain. He was then admitted to the
hospital and died one day later. Nursing home placement was being instituted
even in his itmenitally terminal state because of DRG, but death intervened.

W Was a 63 year old patient with termirnal cancer of the ovary with wide
spread metastasis to the bowel. Extreme weakness and frequent bowel obstruction
with increased pain and nausea and vomiting were a continual problem. Patients
caretaker was her 74 year old husband who was debilitated by Parkinson's
disease. Family had recently moved to this area and had very little community
support. W obshtrcted partially with increased symptoms as described. Her
physician was reluctant to hospitalize even though she was not on Medicare but
had private insurance because he felt she would "cause his charts to be reviewed
for 6 months by utilization review comrmittee DRG's". Patient's husband's health
deteriorated to such an extent that he was no longer able to care for her. She
was then hospitalized paid for by private insurance and died while in the
hospital one month later. Unfortunately for this family a crisis pattern had
to be utilized to gain this woman medical support.

T was a GG year old man who was ill for five (5) years with lymphoma
of the central nervous system. He was treated aggressively with chemo-therapy and
radiation, had a venouse access device (Hickman cath) and a venltrical port
implanted in his skull for che-t.'Ie was hospitalized because of increased
weakness, confussion, and conibrative behavior. As he became sicker, discharge plans
were uado to send his hnme with highly technical IV's and possible IV pain
medication. His wife, who couldn't even -ev him alone, was over whelmed. Since
h'. had a Hicl-n cath.L.c he wasn't eligible for A bed at any of he- local
nursing homne. The nursing homes felt they couldn't manage this patient hult his
wife was expected to do it alone after two days of in hospital teaching.

A is a 76 year old patient who was diagnosed with cancer of the lung
after being hospitalized for pneumonia. She was sent home after beginning
radiation therapy because of DRG limits on her stay in the hospital. Her husband
is non-functional with a psychiatric impairment and lives in the basement of
their single family home. A was his primary caretaker for 14 years. Her
daughter lives 60 miles away but a Home Health Aide was hired privately to care
for her eight (8) hours per day. She became sicker since her debilitating
weakness an shortness of bh-eatlh prohibited her from obtaining adequate food or
fluids. She was taken by stretcher to radiation treatment and was re-hosprtalized
because she had deteriorated so quickly over a weekend period. She recovered
in the hospital with adequate hydration and nutrition and was able to
continue therapy.
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These cases may give you an idea of what is happening to people who

are not supported adequately thru hospitalization even as home health care

is being limited. Patient's must become sicker, experience crisis and then

reive attention. Cost effectiveness with DNG's is costing inhuman suffering.

Bernice Lazar/RN
Transition Services
The Visiting Nurse Services
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The Coalition on Medicare and Medicaid Regulations, a coalition of some 25

advocacy and provider groups, is pleased to have the opportunity to comment

on the issue of hospital discharge planning and Federal regulatory efforts

with respect to discharge planning, in connection with the October 24, 1985

hearing on 'Medicare DRG's: Challenges for Post-Hospital Care' held by the

Senate Special Committee on Aging.

IONrRD=N:

The adequacy and appropriateness of hospital discharge planning is a critical

feature of the quality of care provided under the current Medicare

Prospective Payment System. With powerful financial incentives existing for

hospitals to release patients as quickly as possible, the existance of a

professionally coordinated, and highly skilled discharge planning process is

crucial (1) to assure that discharge planning occurs on behalf of the patient

and not as a mere convenience to the institution and (2) to guarantee that

medical needs and medically-related social and emotional factors in the

patient's condition are fully considered in the plan for and decision to

discharge.

The Coalition believes that the Administration's proposed new Conditions of

Participation for Hospitals in Medicare and Medicaid are inadequate in their

coverage of many areas of patient care. The proposed Conditions, in

de-credentialling personnel in many program areas, provide additional

incentives to hospitals to focus on financial and cost-cutting measures

rather than the quality of patient care. The imposition of these new

conditions at a time when we have increasing evidence of patients being

discharged 'quicker and sicker" would, we believe, seriously weaken hospital

discharge planning.

The Coalition believes that Federal Standards and oversight authority with

respect to discharge planning are essential. Neither the existing Conditions

nor the proposed conditions adequately address the responsibility of

hospitals to ensure the well-being of Medicare-Medicaid patients through a

continuum of care. Any new Conditions should incorporate existing

fundamental principles of discharge planning which have been developed

through extensive professional experience.

A FRAMUEWORK FOR ADEQUATE STANDARDS FOR DISCHARGE PLANNING'

With the implementation of the Prospective Payment System and DOU's,

discharge planning has become an increasingly critical component of hospital

care. Financial incentives to hospitals to shorten length of stay result,

in many cases, in patients going home sooner and in a more vulnerable

condition then they did under a system of retrospective reimbursement.

Nevertheless, hospitals retain the responsibility to meet statutory

requirements of Medicare-Medicaid to assure patients access to adequate

health care.
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The goal of discharge planning should be to facilitate the patient's
transition from the hospital to a safe environment which adequately meets
medical and medically-related social and emotional needs. Quality discharge
planning in the hospital is crucial to assuring continuity of care for
patients. And yet testimony before this Committee has demonstrated that
hospitals are using discharge planning as a warning system for and
convenience to the financial office.

Discharge planning is a complex function requiring (1) early screening and
assessment of needs; (2) patient and family education and counseling; (3)
identification and development of resources and (4) coordination of input
from many professional disciplines. Quality discharge planning requires an
understanding of and skill in dealing with social and emotional aspects of
illness, for both the patient and family, as these are frequently critical
factors in either enhancing or impeding the safety and adequacy of
past-hospital care arrangements.

The Coalition strongly believes that any effort to change the existing
Conditions of Participation with respect to Discharqe Planning must reflect
certain basic principles and guidelines. Discharge planning must be
understood as a critical, complex and demanding function requiring
professional level skill and training. The following principles for good
discharge planning are presented.

* Discharge planning is a service which exists to meet the patient's
and the patient's family's needs (including the need for
information) as well as to improve utilization of hospital
resources.

* Discharge planning should, to the maximum extent possible, be done
with the patient and the family and not to or for them.

* Discharge planning is an inter-disciplinary, hospital-wide process
and responsibility for-its coordination must be assigned.

* Responsibility for all aspects of discharge planning, including
provision for meeting medically-related social and emotional needs
and overall coordination, must be lodged with professionally
trained personnel.

* A discharge planning program should contain the following essential
elements:

- Patient advocacy (including provision of information on
options and rights and maximum feasible patient participation
decision making).

- Early screening/assessment of post-hospital care needs.
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- Coordination of multi-discipline input which results in a
discharge plan.

- Patient and family counseling and education.

- Identification and development of appropriate community-based
resources.

- Patient post-discharge follow-up.

- Mbnitoring of the effectiveness of the discharge planning
program.

Standards for Discharge Planning in the Proposed Conditions of Participation

This analysis is based on the latest proposed version of the Conditions
available to us (December 12, 1983). While we understand that HCFA has been
re-working this, neither we, nor to our knowledge, Congress has seen a new
version at this time.

In the Proposed Conditions, all reference to discharge planning is contained
in a new sub-section of the Quality Assurance Standard (482.21). The
Standard, "Medically-related patient care services", requires an 'effective,
on-going discharge planning program." The only elements of this program
delineated in the standard are (1) that it be timely and (2) that patients
"must be transferred and referred to appropriate facilities, agencies, or
out-patient services, as needed, for follow-up or ancillary care."

The proposed Conditions are inadequate in their treatment of discharge
planning for the following reasons:

* While discharge planning is mandated as a program, the placement of
the standard within the quality assurance standard is a peculiar
and illogical choice. Every other program component, from budget
operations to radiology, is dealt with as a separate entity. All
program elements are subject to Quality Assurance evalutation and
this should include discharge planning. Discharge planning is
critical to quality assurance. However, in its "tacked on"
position in the Quality Assurance Standard, the program is treated
as an afterthought, organizationally adrift, with no explicit
accountability as a distinct function which needs to be monitored
and evaluated in its own right.

* The Standard gives minimal indication of the scope and functions
expected of the discharge planning program. Such indications as
there are do little more than suggest that discharge planners must
get people out fast and must put them where it is most expedient to
put them.
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* The standard makes no mention of follow-up of discharge patients,
coordination with community resources, or other crucial continuity
of care issues.

Viewed in the context of the overall emphasis on de-credentialling of
personnel is the Proposed Conditions, the proposed standard on discharge
planning is weakened even further. Given that discharge planning is critical
to hospitals under DFE's, the de-credentialling of discharge planning
functions provides further incentive to hospitals to use discharge planning
as part of their financial operation rather than as a professionally
conceived, organized and delivered patient care service.

Standards for Discharge Planning under the Existing Conditions of
Participation

Because of DIE's, hospitals are increasingly emphasizing discharge planning.
A new condition mandating discharge planning is not necessary to make this
happen. The critical issue, then, is not simply the existence of a discharge
planning program, but rather the nature, quality and purpose of such a
program. The current Conditions do need to be strengthened with respect to
discharge planning. However, as they stand, they, at the very least, do not
provide further incentives to Hospitals to compromise quality of care to
financial considerations.

The existing Conditions of Participation do not have a specific standard for
discharge planning. Reference to discharge planning functions (e.g. helping
patients make full use of out-patient, extended care and in-hcome health
services in the community) are contained in the Standard for the organization
and provision of Social Work Services. Follow-up of discharged patients and
cooperative activities with community agencies are required functions for
social work.

in addition, the existing Standard concerning utilization review states that
reviews of length of stay "might consider' the availability of assistance to
the physician in arranging for discharge planning as well as the availability
of community resources which would assure continuity of care.

The current Conditions are inadequate with respect to discharge planning in
the following ways:

* Discharge planning is not highlighted and delineated as a specific
program component, nor are key elements in its successful provision
(as for example, the importance of coordination of efforts)
recognized.

* Discharge planning functions are assigned to social work, but the
Condition concerning provision of Social Work Services is not a
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mandatory one. Hospitals are not required to have social work
departments or personnel to participate in Medicare/Medicaid. If
they choose to, then they must satisfy the Condition.

* The language of the utilization review standard suggests that
examination of critical issues of continuity of care are optional.

Conclusion

It is the view of the Coalition that the Proposed Conditions of
Participation, taken as a whole, constitute virtual deregulation of the
health care delivery system and that such deregulation poses threats to
quality of care in many areas. The area of discharge planning is just one
such area. The existing Conditions of Participation for Hospitals do not
pose a similar threat. We continue to believe that the process to develop
new conditions, including fully adequate standards for discharge planning,
should be an open one, involving Congress, and allowing for maximum input in
considering useful standards.

We want to thank members of the Special Committee for the opportunity to
share our views.
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&Alkurst tdexded Cared Cefte, Adc.
"WHERE SOMEONE CARES"

10' L LAKE STmELT . ELiHURST. ILLINOIS OC1 . TYE 44337

United States Senator
Honorable John Heinz,
Chairman of the Senate Aging Committee
Room G 87 Dierksen Building
Washington, D.C. 20510

October 31, 1985

Dear Senator Heiriz,

I am very pleased with the news that your committee is reviewing
the removal of Medicare benefits from the elderly. I am writing
as a witness to this fact which has distressed me greatly sinceOctober, 1984. During this one year period I have witnessed
a fine Drogram turn to no program at all!

I have watched my facility's rehabilitation programs which
annually admitted an average of 250 patients, returning between50% to 70% of these people back to home and community change
to a program in which the patients are so ill that I year agothe majority of patients would be in an acute hospital setting
and all rehabilitation programs be denied benefrts. In this
1 year the diagnosis of "fractured hip" has been removed from
benefits, skilled observation for congestive heart failure and,
myocardial infarction removed from benefits, Stage #3 decubitus
extremity ulcers removed from benefits, nasal and gastric feeding
tubes removed from benefits, stroke victims removed from benefits
when improvements could not be documented daily, and full bodycast patient denied benefits. There are many, many other ad-verse decisions. All this after a 17 year history of coverages.

Sir, the closest analogy I can draw to relate to this situation
would be for the U.S. government to destroy all the county's
law books, thereby removing all references, protocol, and pre-cedent without notice and then expect the courts to continue working.

My staff and I resent being the pawns to communicate these
reductions in benefits as no communication has been given to
the elderly of our county. But, we can adjust. We can simply
not cover these sick old people, based on our current denial
experience, which we have no right to appeal. The beneficiary
only has the appeal right, but without medical expertise, this
is no right at all. But what about the elderly: They have
no knowledge to adjust to, they think they have "Medicare."

I have enclosed 24 adverse coverage cases, 22 by our fiscal
intermediary, Aetna Life & Casualty, and 2 by Maxicare as bac"-
up for my letter.
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Even though we used the word "appeal" in each case and the

dollars were removed from the facilities reimbursement, we
were informed that we could only request a "review". No
reason why the patients were non-covered other than "no skilled
care" was ever stated.

As the industries base for historical decison making has been
arbitrarily removed, I suggest 1 of 2 procedures to correct
this situation.

1) Advise faciiities of the criteria for review by the
intermediaries so the same decisions can be arrived
at. There ;s no written criteria now, or:

2) Install professional review committees to set coverage
with limits prior to admission to a skilled nursing
facility. These committees could be hospital based
as there is still a 3 day hospital stay requirement.

Sir, at your committee pleasure, and with the patients
beneficiaries) authority, ; would be pleased to present de-
tailed medical records to your committee.

Respectfully submitted,

hn Massard
ministrator

JM:da
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CALIFORNIA MEDICAL REVIEW INC.

I-3 SUTTER STREET * SUITE I 10 * SAN FRANCISCO * CAL IFORNIA 9409 .1415 i)923 2.m

ZILLIA M H MONCRIFY, ri.Mn DP,- A) ELLEN' b Roi E5n- a-

November 13, 1985

Ms. Beth Fuchs
U.S. Senate Special Committee on Aging
SD-G33
Washington, D.C. 20510

Dear Ms. Fuchs:

As we discussed last week, enclosed is testimony fi
for the U.S. Senate Special Committee on Aging's he
Tuesday, November 12. This written testimony is to
the official record of the hearing.

If you have any questions, please feel free to call
923-9209.

Sincerely,

,Adjust -/;Cv \_ B
Sharon Ahern
Professional Relations Coordinator

!om Eva Skinner
earing held
be included in

I me at (415)
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Testimony of

EVA SKINNER

submitted to the

U.S. SENATE SPECIAL COMMITTEE ON AGING

November 12, 1985
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Testimony of

EVA SKINNER

submitted to the

U.S. SENATE SPECIAL COMMITTEE ON AGING

Senator Heinz,

My name is Eva Skinner. I am one of California's nearly three

million Medicare beneficiaries. I am here today to give you my

perspective on Medicare Peer Review Organizations and the role of

PROs and the federal government in assuring quality health care

for the nation's elderly.

Although I am just one of millions of Medicare beneficiaries

nationwide, I bring a broad perspective to the issue you are

discussing today. For more than 45 years I worked as a regis-

tered nurse. I have been active in health care issues affecting

senior citizens in California and nationally for more than two

decades. I am also an active member of the American Association

of Retired Persons and currently serve on the national advisory

board of the Gray Panthers.

In addition, I am one of two Medicare beneficiaries serving on

the Board of Directors of California Medical Review, Inc., the

California PRO, and one of only eight Medicare representatives

currently serving on the 54 PRO boards nationwide.
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Since the inception of Medicare's Prospective Payment System, I

have been deeply concerned about the quality of health care

services provided to Medicare beneficiaries. I have been watch-

ing the PROs with great interest to see how they identify and

address quality of care problems. Through my work with Califor-

nia Medical Review, I can say that I am pleased with the serious

intent of this PRO and the commitment of its staff and physicians

to render quality health care while working to reduce unnecessary

hospitalization and costs under Medicare. However, much more

needs to be done in the area of quality assurance by the feder-

al government and PROs nationwide.

In particular, California Medical Review is setting a good exam-

ple of quality assurance activities other PROs should be initiat-

ing. Last month, after thorough and careful investigation, CMRI

recommended to the office of Inspector General of the Department

of Health and Human Services that three physicians and one hospi-

tal be sanctioned for providing inappropriate or substandard

care to Medicare patients.

These recommendations, among the first in the country, have

established a precedent for PROs nationwide and sent a warning to

the hospital and physician community that PROs are serious and

committed to maintaining quality health care delivery despite

mounting pressure on the part of the federal government to con-

trol skyrocketing health care costs.
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The response from the Office of the Inspector General will rein-

force the message that hospitals and physicians will be held

accountable for their action or inaction. California Medical

Review is currently finalizing more than 20 additional sanctions

and expects its review activities to produce another 100 sanc-

tions by the end of 1986.

Education is another quality assurance activity being conducted

by California Medical Review that needs to be emphasized in all

state PRO programs and by the federal government. Acronyms such

as PPS, DRGs, HMOs and PPOs remain alphabet soup for the majority

of our nation's senior citizens. The bottom line is that seniors

need to know their haalth care rights and how changes under the

Prospective Payment System affect their health care delivery to

avoid becoming victims of compromised care.

To better educate California's Medicare beneficiaries, Cali-

fornia's PRO recently released guidelines to local media outlets

as well as federal and state legislators outlining questions

Medicare patients and their families should ask their physicians

and hospital representatives. The purpose of these guidelines is

to enhance quality of care, avoid premature discharges, plan for

care after hospitalization and, in general, encourage patients

to become partners in responsibility for their health care. In

addition, California Medical Review's staff, local physician-

employees, Board members, and I have been conducting outreach to
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senior citizen groups throughout the state to further educate

them about the Medicare system and their rights as Medicare

patients.

In addition to CMRI's efforts, the Gray Panthers recently re-

leased guidelines to senior groups throughout California and the

American Association of Retired Persons has compiled an excellent

booklet titled Knowing Your Rights which has been distributed

nationwide.

While these educational programs are to be commended, the federal

government cannot continue to rely solely on senior citizen

groups and Peer Review Organizations to educate the public about

the government's health care delivery system. To better educate

the nation's senior citizens about health care under Medicare, I

urge the federal government to: establish a national toll-free

Medicare informational "hotline" to give beneficiaries immediate

access to needed Medicare information; require hospitals through-

out the country to provide standardized information to senior

citizens, upon admission, detailing their health care rights

under Medicare; and, provide regular updated information on

Medicare services and care using inserts with Social Security

checks.

In addition, the federal government, hospitals, doctors and PROs

must provide seniors with consistent and accurate information

about Medicare.
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On the national level, there must be a greater commitment on the
part Of the Department of Health and Human services for adequate
funding of state PROs to help reinforce, strengthen and expand
their mandated quality assurance authority in sanctioning hospi-
tals and physicians providing inferior or substandard care.

All PROs have the ability to sanction, yet after more than a
year's operation only two PROs have recommended sanctions to the
Office of the Inspector General.

The members of the organizatons I represent are quite aware of
this committee's concerns about premature discharges. The Health
Care Financing Administration has made strides toward reducing

the incentive for hospitals to apply pressure for early hospital
discharges by instructing PROs to deny payment to a hospital for
a second admission that results from premature discharge.

I encourage the federal government to continue working to prevent
hospitals from pressuring physicians to discharge patients too
soon and to increase support by the federal government for re-
search and more effective quality controls at the PRO level for
identifying, assessing and preventing a broad range of quality of
care problems.

In addition, as cost containment pressures drive more and more
patients from hospital beds into nursing homes and other outpa-
tient care facilities, it is critical that PROs be given greater
authority and funding by the federal government to review patient
care in these facilities -- beyond the corridors of the hospital.
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Preadmission certification for skilled nursing facilities as well

as additional planning and funds for community based services

such as home health services for personal care, transportation

and meals for the post-discharge patient are also needed to

assure quality care and effective use of health care resources.

As a result of early discharges, elderly patients are often

channeled into skilled nursing facilities whether or not that

level of care is needed. If proper planning and post-discharge

levels of care were available in this country as they should be,

the increasing number of elderly patients sent to nursing homes

would be reduced dramatically.

Most important, Medicare beneficiaries need to be involved at the

local, state and federal levels in Medicare and PRO policy devel-

opment. Toward this goal,. I urge PROs to act upon a nationwide

drive underway by AARP to have Medicare beneficiaries serve on

all PRO boards. While consumer advisory panels could provide

valuable input, greater representation of beneficiaries on PRO

Boards will give Medicare patients a voting presence on issues

that critically affect their lives.

I know I speak for the more than 27 million seniors enrolled

under Medicare nationwide in this country in saying that we want

and deserve to be involved in protecting our access and right to

quality health care now and in the future.

Thank you.
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UNIVERSITY of PENNSYLVANIA
PHnADElPHIA 19104

School of Nursing

Nursing Education Building/S2
(215) 898-8281

13 November, 1985

Beth Fuchs
Coordinator of Health Team
US Senate Select Committee on Aging
G-33 Dirksen
Washington, DC 20510

Dear Ms. Fuchs:

I am pleased to be invited by Mary Naylor to submit testimony to the
Senate Select Comnittee on Aging regarding quality of care issues for Medicare
recipients in nursing homes. I hope the enclosed remarks will be of use to the
Committee in its work.

Sincerely,

Lois K. Evans, RN, DNSc
Assistant Professor

LE/aw
enc.
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UNI VERSITY of PENNSYLVANIA
PHILADELPHIA 19104

School of Nursing

Nursing Education BuiidinglS2
(215) 898-8281

13 November, 1985

Senator John Heinz, Chair
Senate Select Committee on Aging
Washington, DC 20510

Senator Heinz:

I appreciate this opportunity to present testimony regarding the impact of
DRG's on quality of care for Medicare recipients in long term care. My recent
experience as a director of nursing in a 180-bed skilled and intermediate care
facility and as project director for one of the eleven Teaching Nursing Homes in
the Robert Wood Johnson national demonstration project, as well as my current
faculty role in the Gerontological Nurse Clinician program at the University of
Pennsylvania all serve to heighten my awareness of the many issues surrounding
quality of care in nursing homes. I will limit my remarks to three areas:

* changing intensity of long Lerm care case-dix

* staffing discrepancies

* special concerns of hospital-based nursing homes

1. Chanrgjg intensity of _ n2& term rare case-msx. Recent data suggests
that today's nursing homes serve patients-with a wide range of care needs. About
half of these patients stay under six months and require short term rehabilitation,
recuperative nursing services, or short term terminal care. The remairring patients
need maintenance and sustenance over a long time period, most until death.

For all patients in nursing homes, however, the intensity of care level is
increasing. Nurses report a need to care for a new classification of patients -
the "super-skilled, "semi-acute," or "special-skilled" patients who require an
exceedingly high intensity of care. The trend toward managing patients longer
and for more illnesses in the nursing home versus transferring them to the hospa-
tal for treatment of such problems as urinary tract infections and pneumonia
requires increased use of skilled technologies, e.g., administration of TV anti-
bioLics. In addition, the admission into the nursing home of patients requiring
surh technologies as respirators, total parenteral nutrition, and chemotherapy
drastically changes the case-mix of the nursing hore population.

One concern recently expressed by directors of nursing is that not only are
they being asked to accept shier patients, but their own patients who have ex-
perienced A hospital stay are returning to the nursing home in considerably
fraiecr condition, with evidence of poor hygiene and nutrition and/or with inap-
propriately treated conditions (e.g., high fever, infected wounds). Such inappro-
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priate discharges to nursing homes require immediate transfer back to the
hospital, an event which unquestionably contributes to increased mental con-
fusion, lowered resistance, and increased mortality in this frail elderly group.

2. Staffing discrepancies. The changes expected of nursing service -
professional monitoring and managing acute illnesses, use of sophisticated
technologies in treatment, and providing for needs of special groups of patients -
are not conceptually inappropriate for a long term care facility. It is at the
level of implementation, however, that safety and quality of care issues must be
addressed. Even the most exemplary nursing homes are by design (and licensure)
nursing homes, not hospitals. Currently reimbursed staffing levels (i.e.,
minutes of care in 24 hours) and mix (i.e., RN to LPN to Nursing Assistant)
reflect this fact and preclude safe, effective delivery of the type of care
required by this changing mix of patients. Moreover, while nursing is purported
to be the basis of care in nursing homes, the bulk of direct care is actually
provided by aides or non-licensed personnel. Nationally, there is only one RN
per 100 patients in a nursing home in contrast to one RN per 4.5 patients in
acute care facilities. Furthermore, federal regulations require only that
skilled nursing facilities provice 24 hour service by licensed, not Registered,
nurses and mandate the service of one RN only during the day tour of duty five
days per week, further limiting the incentives for nursing homes to increase their
professional staff. Such disincentives continue in the face of recent studies
which demonstrate the strong relationshin between profc-s'-a. nurGitag staff and
quality of care in nursing homes.

Another reality which affects the ability of current staff to adequately
provide additional skilled services is the fact that, on the average, nursing
home nurses are older, have had less Cntxlnuing education, and are more isolated
from their peers in the mainstream of health care. The recent attention to this
factor in two national programs - Robert Wood Johnson Teaching Nursing Home
Program and Kellogg Foundation Project Practice for Nurse Administrators in Long
Term Care - will help, but change will occur only incrementally. The introduction
of masters-prepared gerontologic nurse practitloners/clinicians and clinical
specialists will also facilitate provision of more sophisticated levels of care;
however, the employment of these master clinicians in nursing homes remains at
present more the exception titan the rule.

One final concern relates to the allocation of finite resources. Given the
need for increased professional nursing tire for the sicker patients, there is
increasing danger that frail, but less acutely ill, patients, especially those
with mental impairment, will he inadvertently neglected. Obviously, then, with
the increasing intensity of patient care needs and the concomitant absence of
on-site medical personnel, nursing homes must have sufficient numbers of pro-
fessional nurses otl site capable of making high level clinical decisions,
providing sophisticated assessments and nursing interventions, and administering.
a unit to assure safe and effective patient care

3. Hospital-based nursing homes, In addition to the aforementioned
problems currently experienced by free-standing nursing homes, hospital-based
facilities are experiencing additional concerns regarding intensity of case mix.
Administrative pressure to help decrease DRG days by providing pre-op care,
receiving fresh post-op patients or accepting greater numbers of "heavy care" or
'special-skilled' patients then can be safely care for are being reported by these
sites. The novenent of many hospitals toward converting and licensing an unde,-
used in-house unit for extended or skilled nursing care or acquiring (or de.veiop-
ing strong affiliations with) a nursing home is quite a temptation for hospitals
since one in four nursing home patients are hospitalized each year. Hospital-
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based nursing homes which provide "subacute care" frequently alter staff mix to

provide additional RN tine (for Instance. the one which which I am familiar

provides an average of 54 RN minutes in 24 hours, as compared with the 12.5

national average); this option, however, is limited due to allowable reimburse-

ment mechanisms.

Recommendations. There clearly is a need for systematic data collection

regarding the changes In and experiences of nursing homes in this area. A

nursing monitoring system should be developed which would 1) certify appro-

priateness of a patient's discharge to a skilled nursing facility; 2) monitor

the experience of the patient In the skilled nursing facility; and 3) monitor

the level of care being provided in the nursing home prior to hospital transfer

(as in the pre-op situation).

In addition, realistic changes in reimbursement for staffing nursing homes

to improve the mix of professional to non-professional staff is essential.

Concurrently there is a need to enhance the knowledge and skills of nurses

practicing in nursing homes.

Thank you for your consideration.

Lois K. Evans, RN, DiSc
Assistant Professor of Nursing
University of rPnnsylvania

LE/a.
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STATE.M¶ENT

of the

PEOPLE'S MEDICAL SOCIETY

to

SENATE SPECIAL COLMMITTEE ON AGING

on

THE MEDICARE DIAGNOSIS RELATED GROUP/PROSPECTIVE PAYMENT SYSTEM
AND TTS TY'T ON THE QUALITY OF MED-CARE BE.NEF ICIARIES HEALTH

CARE

Noveeber 14, 1985

Presented by:

Charles B. inlander
Executive Director

0



728

Mr. Chairman. My name is Charles Inlander and I am Executive

Director of the People's Medical Society. As the nation's largest

consumer health organization, with over 85,000' individual

members, I want to thank you for your invitation to provide this

statement of the views of the People's Medical Society 
on the

Medicare DRG/ Prospective Payment System and its impact on the

quality of Medicare beneficiaries health care.

The People's Medical Society has been a strong advocate of

the Prospective Payment System. In theory, the Prospective

Payment System may be part of the 'safety net' we have all heard

so much about for senior American's faced with health problems.

At the same time, the People's Medical Society, just three

years old, has become one of, if not, the most outspoken critics

of the lack of quality care and safety found in many of our

nation's hospitals.

In fact, one of the reasons we strongly supported the DRG

system is that it took away the incentives for unnecessary

procedures. length of stays, and admissions. It is our

contention, and it is borne out in the medical literature, that

the longer one remains in a hospital, the more likely they will

suffer the effects of a nosocomial infection or an iatrogenic

incident. With a well monitored and controlled DRG system many of

these hospital caused problems would be eliminated for America's

senior citizens.

However, today we would like to focus our statement on a

cruel irony that appears to be occuring as a result of the

implementation of the DRG program.

As testimony before this Special Committee has identified,
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many thousands of elderly Americans are being prematurely

discharged, or 'dumped'(to use a long standing term of medical

slang for such an occurance) from hospitals in too sick a

condition to care for themselves or be cared for by their

families.

While the testimony varies as to the degree to which this is

occuring, the figures used by the Health Care Pinancing

Administration appear to be only the tip of the iceberg.

From the membership of the People's Medical Society we have

received well over 100 calls and letters from persons who

believe that either they or a family member has been released too

soon from the hospital. All of the people in question were

Medicare beneficiaries. And, let me add, we did nut solicit these

calls or letters.

The irony is that the system was developed to encourage

efficiency. It was designed, among other reasons, to get people

out of the hospital faster and with less useless and needless

things happening to them.

The cruelty, though, is that some hospitals appear to be

'dumping' people in the name of profits, or greed, long before

they are medically ready to be discharged. This, no matter what

the incentive, is the making of a national scandal.

This Special Committee is fully aware of the significant

drop in the average hospital census since the implementation of

DRGs. This Special Committee is also aware that the hospital

industry fought hard and long to block the implementation of the

DRG system. Many members of this Special Committee heard hours of
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testimony over the past few years, the hospital industry's

equivalent of hanging crepe, about the demise of hospitals if a

DRG system were implemented.

Yet, in the first quarter of 1985, the profits of hospitals

rose 22% over the first quarter of 1984. This represents the

biqqest profit margin increase in the first quarter since the

American Hospital Association began tracking such statistics in

1963.

There is certainly nothing wrong or un-American about such

profit increases. But, the People's Medical Society finds it

quite a difficult pill to swallow when one is told, just a little

over 12 months ago, that the system which has given rise to such

increases is in fact a demon that will mean the demise of the

hospital industry.

The People's Medical Society also finds it quite hard to

believe that such profits were generated solely because hospitals

have become more efficient purchasers of services.

The evidence clearly suggests that a great deal of this

profit has come at the expense of Medicare beneficiaries being

discharged prematurely -"dumped"- from their hospital bed.

Mr. Chairman, we have had the opportunity to review a great

deal of the testimony that has been presented to this Special

Committee. We know that many experts and other citizen

organizations have expressed their concerns about many different

aspects of the PPS and DRG programs. We are not presenting our

statement to repeat those other groups. In fact, our purpose in

providing this statement is to offer a solution to the premature

discharging of senior Americans from hospitals.

3
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When this problem first began to appear, the People's

Medical Society began an inquiry into the protections senior

citizens had from being discharged prematurely under the law.

We began our inquiry with the Health Care Financing

Administration. From HCFA, we received a question and answer

sheet that provided some information, but not a great deal. We

went further. We went to the laws governing the program itself

and what we found were that Medicare beneficiaries had rights to

appeal a proposed discharge, had a certain number of days of no

liability while an appeal was in process(even if ultimately found

in favor of the hospital), and had the right to remain in the

hospital, at their own expense, if the appeal decision was not in

their favor.

The above took over three days to find. It took us just two

hours to put these rights into a 5 part statement that citizens

could understand. Why we wondered had not HCFA done this?

It became clear to us that almost all Medicare beneficiaries

were unaware of their rights. If HCFA had not put them into a

format which we could easily understand, how would an elderly,

ill American know his or her rights of discharge.

But, we did not want to assume that just because we had

trouble finding out about Medicare discharge rights that the

average Medicare recipient would encounter the same problem. So

we decided to call each of the ten(10) regional SCFA offices

throughout the country.

One of our People's Medical Society staff members called

each of the regional HCFA offices indicating that their elderly
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parent, a Medicare beneficiary, was being told they had to leaye

the hospital. She asked what her parent's rights were. The

answers were staggering.

First, all ten offices gave different answers. Only one *of

those ten answers was correct. Even more amazing was that several

of those who gave wrong answers told us they did not know off-

hand and would have to get back to us. When they did, their

answers were wrong.

It became more and more clear that citizens did not know

their rights. It became more disturbing because we know from our

own experience that if citizens are armed with their rights they

will not only exercize them, but those who might deny thei of

their rights will be less likely to do so.

It disturbed us for even more reasons. In this country we

require that every person arrested for a criminal act be

"Miranda-ized", advised of their rights. Yet, unsuspecting senior

citizens are beinq 'dumped' from hospital beds without being

advised of their rights to appeal. And, more alarming, the

hospitals who are doing it are making greater profits off of tax

payers dollars.

The People's Medical Society felt that every Medicare

recipient should be aware of their rights. To this end, we took

the following actions:

1) we asked Secretary Marqaret Heckler of the Department of

Health and Human Services to send a letter to all Medicare

recipients advising them of their rights of discharge under the

DRG system.

2) We asked the Health Care Financing Administration,
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through a letter to Mr. C. McLain Haddow, Acting Director, to

promulgate a rule that would require every hospital *to give every

Medicare beneficiary a copy of their Medicare hospital discharge

rights, in writing, at the time of hospital admission.

As of this date we have not received a response from those

individuals.

Copies of those documents are attached to this statement.

Members of the Committee, the 'dumping' of elderly Americans

could be significantly reduced, if not completely stopped, if

Medicare recipients knew their rights. Certainly, such simple and

easy steps would nip this problem before it gets beyond the level

of repair.

Indeed, there ate many parts of the DRG system that need

review and correction. Much of this will have to be done

legislatively. The vast majority of the problems that exist are

actually between the federal government and hospitals.

But the problem of elderly Americans being discharge

prematurely pales all other problems. If the Medicare

beneficiaries become the pawns of the profit motive of certain

greedy hospitals all of the fine points of the DRG system will be

lost.

And, if the federal government fails to use its own

agencies to see to it that providers of service advise people of

their rights, the system will be lost.

Members of the Committee, the People's Medical Society urges

you to support our efforts to require hospitals to inform people

of their discharge rights under the Medicare system, in writing,

6
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at the time of admission. The campaign we have launched on this

matter is of vital importance to elderly Americans.

We also ask you to consider these measures in any

legislation you introduce as a result of these hearings.

Elderly Americans should not and cannot wait while

government officials argue over how many persons were discharged

prematurely. Elderly Americans will not be satisfied with

offending hospitals being reprimanded after the fact.

There is no policing or review organization big enough to

monitor this situation. But, the recipient of Medicare benefits

and his or her family can and will if they are aware of their

rights.

We very much appreciate the opportunity to provide the views

of the People's Medical Society on this most important subject.
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SFiEA & GOULD

1627K ST-r- NW

°W6SowOTOw. DC 20006

Decemher 17 1985

The Honorable John Heinz
Chairman
United States Senate
Special Committee on Aging
G-33 Dirksen Senate
Office Building

Washington, D.C. 20510

Re: Hearings on the Impact of Medicare's
Prp7D tectve Payment SySLt:., of tie ouality
of Care ReceiveidiBMedicare Beneficiaries

Dear Chairman Heinz:

On behalf of Glasrock Home Health Care, Inc.
("Glasrock") enclosed please find Glasrock's Prepared
Statement to the Special Committee on Aging of the United
States Senate concerning the impact of Med~carc's prospective
payment system on the quality of care received by Medicare
beneficiaries. Glasrock submits the enclosed statements to
supplement the testimony before your Committee during
hearings held on September 26, 1985, October 24, 1985 and
November 12, 1985.

As you will note from the enclosed, Glasrock is a full
service home health care equipment firm specializing in
providing respiratory therapy arnd durable medical equipment
to the public. Glasrock is the nation's largest provider of
home health care equipment maintaining 248 outlets in 38
states from which it services the full range of home health
care consumers including Medicare and Medicdid beneficiaries.
Glasrock is deeply concerned with potential detrimental
impact of Medicare cost containment measures such as the
prospective payment system upon the quality of health care
available to Medicare beneficiaries. Accordingly, Glasruck
is willing to provide any assistance which you or your
Committee might require or consider beneficial in monitoring
the ongoing efficacy of the Medicare program as it adjusts to
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SHEA & (GOUtL

The Honorble John Heinz
December 17, 1985
Page 2

these cost containment measures. We wish to emphasize that
if at any time you believe Glasrock cold be of service, you

and your staff feel free to contact me so we can determine if

there is any way in which Glasrock can assist you.

Sincerely,

Mdtio V. Mirabelli

MVM:alb

Enclosure
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PREPARED STATEMENT

OF

GLASROCK HOME HEALTH CARE, INC.

ON THE IMPACT OF MEDICARE'S PROSPECTIVE

PAYMENT SYSTEM ON THE QUALITY OF CARE

RECEIVED BY MEDICARE BENEFICIARIES

BEFORE THE

SPECIAL COMMITTEE ON AGING

UNITED STATES SENATE

SEPTEMBER 26, 1985

OCTOBER 24, 1985

NOVEMBER 12, 1985
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As President and Chief Executive Officer of Glasrock

Home Health Care, Inc. ("Glasrock"), and on its behalf, I

hereby submit the following written testimony in connection

with the ongoing oversight hearings of the United States

Senate Special Committee on Aging ("Special Committee on

Aging") into the impact of Medicare's prospective payment

system on the quality of health care received by Medicare

beneficiaries. Glasrock is a full service home health care

equipment company specializing in providing respiratory

therapy and durable medical equipment ("DME") to the public.

Glasrock is the nation's largest provider of home health care

equipment maintaining 248 outlets which serve the American

public in 38 states. Glasrock services the full range of

home health care consumers including Medicare and Medicaid

beneficiaries.

At the outset, I would like to take this opportunity to

thank the Special Committee on Aging for encouraging Glasrock

to participate in this hearing through the submission of

written testimony. As will be discussed more fully below,

Glasrock recognizes that the prospective payment system based

upon the diagnostic related group (the "PPS/DRG System")

which recently has been implemented to determine the level of

reimbursement for Medicare beneficiaries is an extremely

important means of achieving much needed savings in Medicare
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expenditures. These savings are essential if the Medicare

system is to remain solvent and public confidence in the

system is to be maintained. These savings must not be

achieved, however, at the far greater cost of compromising

the health care available to Medicare beneficiaries.

Glasrock, as a corporation paying FICA taxes which serve

to support the Medicare system, and as a business the success

of which is dependent upon the strength of our national

economy, is vitally interested in the reduction of the

federal budget deficit and the continued economic and

political viability of Medicare. Accordingly, Glasrock

strongly supports the difficult ongoing efforts to reduce the

federal budget deficit and the pressure placed upon the

Medicare system by unwarranted and unreasonable increases in

health care costs. Glasrock recognizes that the need to

reduce Medicare expenditures was the primary factor leading

to the implementation of the PPS/DRG System. Glasrock also

believes, however, that because the PPS/DRG system has

serious implications for vital health care services being

provided to some of the most vulnerable members of our

society, senior citizens, the system must be analyzed

carefully against its potential impact upon Medicare

beneficiaries, and in light of the socially beneficial

purposes of Medicare and the American public's perception of

the system's efficacy.
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Based upon our review of the Special Committee on

Aging's Staff Report (the "Staff Report") from the September

26, 1985 hearing, it is clear that it is precisely this

analysis which the Special Committee on Aging presently in

undertaking by these hearings. It is vitally important that

the quality of the home health care environment be carefully

considered and understood if the PPS/DRG System is to succeed

in lowering Medicare expenses while continuing to provide

adequate health care to older Americans. Such an

understanding also will be necessary to determine if

adjustments in the System are required to insure the quality

of health care being provided. The PPS/DRG System will not

succeed it it is treated merely as a means to lower Medicare

expenditures without regard to the corresponding effect on

the quality of health care. Accordingly we commend the

Special Committee on Aging for its concern with, and efforts

in investigating the quality of home health care available to

Medicare beneficiaries. We also believe, however, that a

true understanding of the home health environment cannot be

achieved without an understanding of the role of, and

problems facing, the DME supplier.

I read with great dismay the numerous case histories

in the Staff Report of severely ill Medicare beneficiaries

being discharged from the hospital into home health

environments when neither the patient, nor their family
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.dembers (if any), were prepared to deal with the serious

health care problems which would be encountered subsequent to

discharge. We at Glasrock are especially sensitive to the

pressures and problems which confront both the patient

discharged into the home health environment, as well as their

family and friends who must provide important support and

assistance if proper home health care is to be received.

Glasrock also plays an important, and since the

implementation of the PPS/DRG System, greatly expanded role

in the provision of quality home health care to Medicare

beneficiaries. Glasrock provides both DME as well as

training and support personnel to instruct the DME user in

the equipment's proper use, to monitor the patient's progress

in connection with the equipment, and to provide vital

maintenance of the equipment. Accordingly, Glasrock feels

that it, and all other DME suppliers, are a vital link in the

home health care continuum.

Glasrock recognizes that the current series of hearings

being held by the Special Committee on Aging focus primarily

upon the quality of the medical decision making processes

with respect to Medicare patient discharge which are

occurring under the PPS/DRG system. The case histories cited

in the Staff Report vividly demonstrate the potential harm

which can occur to a Medicare beneficiary when serious health

care decisions are based solely upon the amount of Medicare
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reimbursement available to a hospital under the PPS/DRG

System. Clearly it is unacceptable for discharge decisions to

be made on this basis. Although Glasrock is not directly

involved in the discharge decision making process, it serves a

vital function if the ultimate goal of hospital discharge

(i.e., the return of the patient to a home environment where

adequate care can be received) by supplying the DME needed to

complete the health care process in the home. Regardless of

any alterations to the discharge process which may occur in

the PPS/DRG System, it is clear that the role of the DME

supplier in providing home health care will continue to grow.

For this reason it is extremely important that Medicare

beneficiaries be able to obtain quality DME and other home

health services if they are to receive the health care they

deserve. The ability of Medicare beneficiaries to obtain

quality DME can pose as serious a health threat as early

discharge from the hospital. Unfortunately, and as is

discussed more fully below, certain industry and governmental

developments are compromising the quality of DME available to

Medicare beneficiaries. Accordingly Glasrock believes that in

completely evaluating the home health environment the Special

Committee on Aging should consider the problems and challenges

tacing DME suppliers as they attempt to contribute to the

success of the PPS/DME System by fulfilling their expanding

burden of providing increasing services at a time of

increasing restrictions on reimbursement.
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The pressures facing DME suppliers must be understood if

the quality of the home health care continuum is to be

analyzed correctly. Glasrock believes the issue is of

significant enough importance to warrant separate hearings to

which Glasrock would be willing to contribute in any way which

the Special Committee or its Staff believes could be useful.

Essentially, Glasrock believes that the increased role of DME

(and the corresponding increased Medicare reimbursement for

DME) must be viewed as a necessary and desirable result of the

far areater Medicare savings which arc resulting from the

implementation of the PPS/DRG System. To treat the resulting

increasing Medicare reimbursements to the DME supplier as a

separate and distinct budget item with no apparent correlation

to the savings being achieved by the PPS/DRG System, and

attempt to extract even greater Medicare cost savings by

restricting reimbursement for DME, is to ignore the true

intent of the PPS/DRG System and frustrate its purpose. To

treat the issue of DME in this manner will result in

additional Medicare cost containment, but only at the far

greater cost of compromising health care available to Medicare

beneficiaries as well as public confidence in the the Medicare

system. The cost savings measures concerning DME will only

compound the problem currently under investigation by the

Special Committee on Aging. The Medicare beneficiary

discharged early from the hospital by the PPS/DRG System will
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be further handicapped in his ability to obtain quality health

care at home by the restraints placed upon reimbursement for

DME.

The recent implementation of the PPS/DRG System has

increased dramatically the importance of home health care in

the overall provision of health care to Medicare

beneficiaries. In accordance with its intended purpose, the

PPS/DRG System is reducing Part A Medicare reimbursements to

hospitals, and is reducing the length and cost of hospital

visits by Medicare beneficiaries. Since hospitals now either

must provide the Medicare beneficiary with services the cost

of which are within the level of reimbursement mandated by the

the PPS/DRG System or absorb any cost beyond that reimbursed

level, the hospitals quite frequently are discharging the

patient into the home environment at an earlier period in the

patient's illness. The patient so discharged, therefore, has

not achieved the level of recovery, or is "sicker," than he

previously would have been upon his return home. Accordingly,

health care services which previously were being provided to

Medicare beneficiaries in the hospital now are being provided

at home at a substantial savings to the Medicare system. In

fact, in many cases the determination to discharge the

beneficiary and the actual discharge now occur on the same day

whereas prior to the PPS/DRG System, there often was an

interval of up to several days between decision and actual
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discharge which allowed the attending physician at the

hospital to prescribe the necessary home health services and

to educate the patient in their proper utilization.

Essentially, the PPS/DRG System has eliminated this home

health training interval. In order to compensate for this

change and insure that the patient receives the best possible

home health care, the physicians and hospital staffs are

insisting that DME suppliers such as Glasrock include training

and other support with the heme health services being

provided. In other words, as a condition of referring the

Medicare beneficiary, the hospitals now are requiring the DME

supplier to provide the training and other support services

all or much of which previously was received at the hospital.

For example, Glasrock and other DME suppliers now routinely

are required to provide respiratory therapists in connection

with the provision of oxygen equipment at home. Hospitals

often require that enteral feeding patients be provided with

visiting nurse service by the DME supplier. Neither of these

corollary services were within the industry's practices prior

to the implementation of the PPS/DRG System, but are becoming

common aspects of the full range of service provided by the

home health firm.

59-303 0 - 86 - 25
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The changing and expanding role of the DME suppliers

clearly is demonstrated in the case studies which are attached

as Exhibits A and B hereto. Exhibits A and B are case studies

of Medicare beneficiaries actually served by Glasrock's

facility in Greensburg, Pennsylvania. As you will note, in

both cases Glasrock as the DME supplier was required to

provide a respiratory therapist on a repeated basis and in one

case also was required to provide a visiting registered nurse.

In addition, these case studies illustrate the ongoing highly

technical and specialized services which Glasrock must provide

in order properly to service the needs of the Medicare

beneficiaries. Clearly, the services of the DME supplier have

become more important than ever in ensuring that Medicare

beneficiaries receive adequate medical care subsequent to

their discharge from the hospital.

The provision of the aforementioned additional services

as well as numerous other training and support services now

required because of the PPS/DRG System represents a

substantial increase in the DME supplier's cost of providing

services to Medicare beneficiaries. These additional costs

are the foremost cause of the increase in reimbursement for

Medicare Part B services. As noted above, however, these

increases represent charge adjustments based on actual

increased cost to the DME supplier and are not the result of

unjustified increases intended merely to increase
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reimbursement from the Medicare system and augment profits.

F'air and accurate analysis of the recent increases in home

health costs mandates recognition that these increases are a

necessary and desirable consequence of the PPS/DRG System, the

net result of which is dramatically to reduce Medicare costs.

The effect of these increases upon our industry is

evidenced by recent trends toward business failures and

mergers. After a short period of rapid growth in the number

of DME suppliers. substantial increases in the cost of doing

business including those discussed herein have caused many

smaller firms to cease operations or to be acquired by larger

firms. This reduction in the number of home health firms will

only lessen competition and cause more price increases in the

future, and certainly is not in the best interests of the

Medicare beneficiary. These additional charges have not

increased Glasrock's profits, but rather, during the period

1981-1984, Glasrock's profit margin on Medicare reimbursed

services has remained stable or decreased slightly. In

addition we anticipate that because of other newly implemented

cost containment regulations applicable to our business our

profit margin on these services for 1985-1986 will decrease

further.
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Conclusion

Notwithstanding the foregoing the Health Care Financing

Administration ('HCFA') as well as some Members of Congress

believe that rising Medicare expenses for DME reimbursement

should be restricted notwithstanding the effect the

restrictions will have on the home health care being provided

to Medicare beneficiaries. HCFA recently announced new rules

effective October 1, 1985, the effect of which is to freeze

Medicare reimbursement for DME during current fiscal year

ending September 30, 1986, and, thereafter, to restrict

increases by the Consumer Price Index. In addition, a

legislative proposal currently pending before the House Energy

& Commerce Committee embodies the same restrictions. A

proposal currently pending before the House Ways & Means

Committee would permit an increase of no more than 1% over

July 1, 1984, reimbursement levels for rented DME which

thereafter would be limited by the Consumer Price Index.

Reagan Administration and Senate Finance Committee proposals

are substantially similar to the Ways and Means measure.

Glasrock believes that both the HCFA Rule and the pending

legislation result from the lack of understanding that these

increases are not attributable to increased profits accruing

to the DME suppliers, but, rather, the result of the increased
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responsibilities of the DME supplier in providing home health

care to Medicare beneficiaries subsequent to the

implementation of the PPS/DRG System.

We again emphasize that if further and substantial

erosion of the overall quality of health care available to

Medicare beneficiaries is to be avoided, an accurate

understanding of the dynamics of the home health care

industry, and especially the role of the DME supplier must be

achieved by the appropriate representativcs of our federal

government responsible for the quality of health care under

Medicare. Only when such an understanding is achieved, will a

proper balance have been reached whereby substantial Medicare

savings are realized through the PPS/DRG System, while at the

same time the quality of home health care available to

Medicare beneficiaries is ensured through the availability of

DME. We believe that the interest of the Special Committee on

Aging in fully and fairly evaluating the home health continuum

represents an excellent beginning in providing the Congress

and the administrative agencies with the information vital to

an understanding of the current home health environment. We

again stress the importance of this issue and the need to

expand the scope of the current hearings to encompass this

matter.
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EXHIBIT A

Glasrock Home Health Care
203 S ulMulx;e Avis
G- s g PA :5C01
412S37 3220

ASE I:

Patient M.K.

May 20, 1985 - Received order from hospital for patient
M.K., who is being discharged May 21.
Diagnosis: Cerebral Vascular Accident (Stroke)

Tracheotomy
Blood Gas Level (P = 39.4 mnlfe

(Normal P02 for a person M.K.'s age: 80-85 mmHg)

Patient required for home management of his
illness the following equipment and supplies:

l) Liquid Oxygen System

-Liter flow set at 6 liters per
minute, 40X concentration

-24 hour continuous oxygen therapy

-Heated, large volume nebulizer to
maintain adequate humidity of
tracheotomy and airways.

Additional Supplies:

Tracheotomy Cleaning Kits

Unit-dose Normal Saline

Laerdal Manual Resucitator Bag

Control III Cleaning Solution -
to disinfect system components.

2) Suction Machine

-For family caregiver to suction
fluids from patients tracheotomy
so that breathing would not be
impaired.

3) Enteral Feeding System

-Patient could not take food by mouth.
A naso-gastric tube was inserted for
feeding the patient a liquid nutri-
tional formula.

VOC H-1th C.o
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Glasrock Home Health Care Page 2

,5:e:sb:o PAnAS;
4'2 93? 322D

May 21, 1985 - Equipment and supplies delivered to
patient's home.

I) Our Respiratory Therapist visited the
patient and family at home to instruct
on the operation of the Home Oxygen System.
Therapist was in the home approximately
90 minutes.

2) Our Registered Nurse visited the patient
and family at home to instruct on the
operation of the Enteral Feeding System.
Originally, a mechanical feeding pump was
ordered as a component of the system. Our
nurse, after discussions with the family,
determined that they could not operate such
a device properly. The nurse telephoned
the physician from the house, discussed
her observations, and subsequently received
an order by the physician to change to a
manual, gravity-drip feeding system and
eliminate the pump.

3) Respiratory Therapist continued to visit
patient monthly to monitor his oxygen
therapy.

June 25, 1985 - Patient improving. Physician
changed oxygen prescription to
2 liters-per-minute for 11-12
hours per day.

I) To reduce cost-to-patient, Home Oxygen
System changed from liquid oxygen to
Cylinder (Gaseous) Oxygen in cooperation
with the physician.

2) Our Respiratory Therapist visited patient
to instruct them in new system. Continued
monthly monitoring of patient.

September 7, 1985 - Patient declining. Physician
changed oxygen presription to
3 liters-per-minute for 12-14
hours per day.

1) To stabilize cost-to-patient, Cylinder
Oxygen System replaced with Oxygen Concentrator.

2) Our Respiratory Therapist visited patient
to instruct them in new system.

BOC H.elth Ca."
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Glasrock Home Health Care
7f3! 3 ';: -. ..'. A . -
(;: e - ... ; YA !':.1!

412 Y3/ '22.

September 20, 1985 -

September 27, 1985 -

Family called after-hours. Patient's
spouse felt that suction machine not

functioning properly. Machine exchanged

at 10:00 pm, (response to call - 45

minutes). Upon inspection, machine

was working normally.

Patient still declining. Physician
changes oxygen prescription again.
During stress, patient must increase
liter flow from 3 to 7 liters-per-minute.

l) Patient's current system, the

oxygen concentrator, has a
maximum flow rate of 4 I.p.m.

Patient put back on Cylinder

Oxygen to handle increased demand.

2) Our Respiratory Therapist visited
home to review new system.

Patient is stable to date.

Other Facts:

1) Our Respiratory Therapist is in weekly contact

with family by telephone.

2) Family has called us after-hours and on weekends

10-12 times. Visits have been made by our staff

immediately to address given situations.

3) Family is telephoned each Saturday morning to

check for oxygen levels to carry through the

weekend.

BOC Health Care

ao Page 3
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EXHIBIT B

Glasrock Home Health Care AK

41! R7 3220

II:

Patient M.L. - September 20, 1985

We were contacted by a hospital and informed that Patient M.L.
would be discharged soon.
Diagnosis - Severe Chronic Obstructive Pulmonary Disease.

Paticnt's residence over 30 miles from our branch offices.

Equipment Ordered: Cylinder (Gaseous) Oxygen System

Prescription: 2-3 Liters-per-minute for 6-8 hours-per-day.

Hospital Discharge: Planner requested; 1) delivery pre-dischsarge
and 2) for our Respiratory Therapist to visit
family to explain Home Oxygen Therapy to family
members and dispel their fears of having oxgyen
in their home. Both were done this date.

September 23, 1985

1. Family contacted by hospital and informed them, without prior
warning, that patient was being sent home on this day.

2. In addition, the Home Oxygen Therapy prescription was changed,
without prior notification, to 8 liters-per-minute at a cozcen-
tration of 35Z, for 24-hour continuous oxygen therapy.

3. Additional cylinders were delivered to satisfy higher-use-prescrip-
tion.

4. Our Respiratory Therapist contacted the family to discuss new
settings on oxygen system.

September 28, 1985

1. To reduce patient-cost, a special high-flow capacity oxygen con-
centrator was ordered by our Respiratory Therapist from manufacturer.
In order to keep costs contained until special system arrived,
Cylinder Oxygen System was replaced with a Dual-Manifold Liquid
Oxygen System with twice the volume capacity as a regular Liquid
Oxygen System. This system would also prevent the danger of de-
pleting the contents during a weekend or nighttime.

2. Our Respiratory Therapist visited the patient to explain the new
system and evaluate his use of the system.

October 1, 1985

1. Liquid Oxygen System Reservoir refilled.

HOC H..!th C.ar
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Glasrock Home Health Care
203 S-ui: I.MJ. ANEMIC
. bmg. PA !P01

4:2 937 3220

October 2, 1985

1. New oxygen concentrator arrived. Delivered to patient with a
Cylinder Oxygen System as a back-up in the event of a power
failure.

2. Our Respiratory Therapist re-visited the patient to review
the instructions. Reported observations to physician as normal.

SOC Heath rC.,
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January 31, 1986

hioorable John Heinz
Chai rman
Special Committee on Agiog
G-33 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Mr. Chairran:

We very ouch appreciated your leadership in e tamining the impact
of DRGs in the quality of health care. The American Psychiatric
Associativn analysis and evaluation of psychiatric DRfs was
provided to ItCFA as a Fu1 lou-up tn the June 27-28. i985, NHiH-HCFA
Corference on Research in Progress on Extension of Prospective
Payme.nt to Psychiatric itspitals and Eneept Psychiatric Units of
Ge-eral Hospitals. I thought you would be interested in having
a copy.

Our study and analysis of the appropriateness of the iRG
classification scheme for psychiatric patients -- based npc" nur
evnxivltion of over 1.7 million patient records (the APA purchased
a large hospital discharge data base and studied the notential
impact of DRGs on psychiatric natients and inpatient psychiatric
units in general hospitals) -- 1-a concluded that the Congressional
e-enption of these facilities and units was and still is correct.
DR~s are not adeqcate as a patient classification system for the
mentally ill.

Please kno. that the pre-iminary findings of this study, confirmed
in other independent analysis by other health and nenrl health
organizations jostify coo0iratio- of the exclusion until a
realistic alternative is found.

The Chair of the APA Task Force on Prospective Payment, Joseph
English, M.D., looks forward to discussivp this issue nith yov
further in, the near future. Their report concluded there was
substantial inaccuracy in the psychiatryi Dels prediction of
resonrce use, which could lead to inappropriate discharge of patients
and financial risk to hospitals that treat nusre seuere rases.

Cordiallp

Jay C. Cutler
Special Counsel and Director
Divisinn of Government Relations

!-,-'..V! t-.�
�'t :

I

'I...I..
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American Psychiatric Association
1400 K Street, N.W.. Washingto, D.C. 200Cf Telephone: (202) 62-600o

FINDINGS AND CONCLUSIONS OF THE AMERICAN PSYCHIATRIC ASSOCIATION
STUDY & EVALUATION OF THE MEDICARE PROSPECTIVE PAYMENT SYSTEM

DIAGNOSIS RELATED GROUPs AND PSYCHIATRIC PATIENTS

I. INTRODUCTION

PL 98-21 - the Social Security Amendments of 1983 - established a system of
per case prospective reimbursement for hospital care for Medicare
beneficiaries based on DRGs. At the time of the enactment, the cuestion as to
the appropriateness ot the ORG classification scheme for psychiatric patients
was drawn Into focus. Set forth herein are the results of the American
Psychiatric Association' 3 fAPA) analysis and evaluation of the DRG system for
psychiatric patients.

Specifically, the APA' s ORG study was designed to:

o Evaluate the accuracy of the DRGs as a patient classification scheae;

o Examine factors related to variation in psychiatric patient length-
of-stay;

o Analyze the implications of the risks DRGs pose for some hospitals;
and

o Exaaine the risks for psychiatric patients under a DRG payment
system.

The APA views these questions as being of considerable importance because we
are In an era of essentially capped expenditures for the Medicare program --
the amount of Medicare dollars spent for psychiatric care will remain the
ease. Therefore, the question of significance Is how good the ORGa are as a
mechanism to distribute limited and fixed dollar resources and what are the
implications for the psychiatric treatment system if the ORG patient
classification scheme Is used for Medicare reimbursement of psychiatric
patient care.

II. OVERVIEW OF APA STUDY

Under the direction of the APA Task Force on Prospective Payment, a data base
was Procured for analysis and evaluation purposes, and two advisory groups - a
Technical Advisory Group and Clinical Advisory Group - were established to
assist the Task Force in the conceptualizaton and conduct of the APa study
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effort. (The membership of each of the respective groups is set forth in
Attachment 1).

The date obtained and utilized for the analysis were drawn from a large
patient discharge abstract data set (Uniform Hospital Discharge Date Set
(UHODS) format) from 1195 acute care general hospitals for the years 1980-1984
(see Table 1). In addition to variables available from the UHDDS forest, we
were able to integrate information about hospital bed size and location by
state, and whether the hospital associated with each patient discharge has a
separate psychiatric or alcohol unit. This study file includes 757,000
patient discharges indicating a primary diagnoses of mental disorders or
substance abuse. This patient universe Includes 161,000 patient cases where
Medicare was the primary payor and it Is these Medicare patients which are the
primary focus of this study and evaluation.

TABLE l

DATA BASE OYERVIEW

AMERICAN PSYCHIATRIC ASSOCIAT1ON

STUDY OF MEDICARE-ORGS

o File Size; 1.7 million Records

o Records with Primary Psychiatric Diagnoses: 757,000

o Years Covered: 1980-1984

o Total Hospitals: 1,195 Acute General Hospitala

o Psychiatric Patients where Medicare as Psyor: 161,000
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All data items available In the data file were reviewed for possible inclusion
In the analysis (see Table 2). Frequency distributions by each variable were
used to develop a summary outline of the data. These descriptive statistics
were then compared to available national data (e.g., the National Center for
Health Statistics and the Medical Provider Analysis and Review File (MEOPAR)
of the Health Care Financing Administration) for the same time frame.
Distributional analysis revealed no significant differences between the APA
data end the national data across stratum of diagnoses, sex, age, and race.
Ve were able to conclude that the patients In this study comprise a
representative cross section of psychiatric patients discharged from acute
care general hospitals.

TABLE 2

VARIABLES AVAILABLE FOR ANALYSIS

AMERICAN PSYCHIATRIC ASSOCIATION

STUDY OF MEDICARE ORGs

PATIENT-RELATED INFORMATION

o Principal & Secondary Diagnoses

o Principal Procedures

o Age, Sex A Race

o Admission Type & Discharge Status

o Length of Stay

o Total Charges

o Payor Source

HOSPITAL-RELATED INFORMATION

0 Hospital Bed Size

o Presence of Separate Psychiatric and/or Alcohol Unit

o Regional Location by state

o Case-Mix Index

3
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The representativeness of the hospitals making up the study file was also

examined. Two discrepancies, by bed size and region, were revealed when the

APA study file was compared to the national distribution. These were

corrected for In the analysis by appropriate statistical techniques.

In order to render the study file a more manageable size for statistical

analyses, 1982 was selected as the year for analysis with 1983 reserved for

testing the results of the 1982 data. The 1982 and 1983 portions of the study

file represent approximately 90,000 of the 161,000 Medicare patients in the

study file. Therefore, the study findings discussed are drawn from the 1982

data; confirmed by subsequent tasting against the 1983 data In the APA study

file. The data were trimmed of statistical outliers for all analyses

discussed herein using a methodology Identical to that utilized by the Health

Care Financing Administration (Department of Health and Human Services).

1II. ACCURACY OF OROS AS PATIENT CLASSIFICATION SCHEME

As noted earlier, it is the question of the accuracy and the reliability of

the ORO classification scheme for psychiatric patients which formed the basis

for the exemption and was, therefore, the focus of APA's DRC analysis and

evaluation.

it is generally agreed that, in order for the DRCs to be meaningful for

payment purposes, each DRG should contain patients with a similar pattern of

resource intensity and similar clinical characteristics, that Is, it should be

homogeneous from both a statistical and clinical viewpoint. Therefore, how

well the DR~s aggregate psychiatric patients with similar treatment

requirements was a central question for analysis.

The analysis protocol to determine the homogeneity of the psychiatric ORGs was

relatively straightforward. First, we derived the coefficients of variation

(Cc) for patient length-of-stay (LOS) within each of the ORGs. Aa can be seen

In Table 3, we found large coefficients of variation for the Medicare

psychiatric patients In our data base. These CVs are comparable to those for

the psychiatric patients In the MEOPAR file as well. In terms of patient LOS,

the coefficients of variation for each of the ORCs are close to or greater

than one. The adjusted aggregate (number of patients per ORC times the

average C.V. for each ORO; sumaed, and averaged) across the psychiatric OROS

was 1.019. Thus, the CY analysis indicates that patients within the

psychiatric DRGs have widely disparate lengths of stay (with patient LOS

serving as a proxy for patient medical care needs).

The Indication by the large CVs -- that the ORCs are not statistically

homogeneous -- Is also borne out by a probit analyses (e.g., normal equivalent

deviate analysis) we undertook to more closely examine the patient

distributions within each DRG. This analysis readily demonstrated that In not

one of the psychiatric DRGs is there a unimodal distribution. Rather, each

ORG reflected a multiplicity of different clinical groupings. At a minimum,

there Is a bimodal distribution for each of the 3RGs and In some cases, such

as ORG 430. three or more modes exist.

4
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TABLE 3

COEFFICIENTS OF VARIATION IN THE APA STUDY FILE

COMPARED TO MCFA DATA

ORG DIAGNOSTIC GROUP APA C.V. HCFA C.V.

424 V/O.R. Procedure .95 1.22

425 Acute Adj. Reaction 1.00 1.07

426 Depressive Neuroses 1.01 .94

427 Neuroses Except Depressive .99 1.10

428 Personality Disorders 1.12 1.21

429 Organic Disturbance/Retardation .98 1.07

430 Psychoses .94 .95

431 Childhood Mental Disorders 1.50 1.44

432 Other Ox of Mental Disorder 1.32 1.57

HDC 19 Adjusted Total - 1.019 1.013

* Adjusted Total Does Not Reflect DRC 424.

Source: APA Data, 1982, Medicare Cases N . 33,821.

Source or National Cosparison: NEDPAR Data, 1981.
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The results of the CV analysis of the DRGs are not really startling when one

considers that the groupings are composed of individual ICD-9-CM codes. To
examine this more closely, we calculated coefficients of va:iation of the ICD-

9-CM codes within DRGs. This analysis yielded similar results to that for the

DRAs (sea Table 4). As one can readily see, the variation at the Individual
diagnostic code level is equal to or greater than the CVs observed for the

DRGs.

TABLE 4

COEFFICIENTS OF vARIATION FOR ica-9-Cm CODES

ICD-9-CM DIAGNOSIS C.V.

31090 NONPSYCHOT BRAIN SYN NOS 2.43

29620 DEPRESS PSYCHDSIS-UNSPEC .82

30040 NEUROTIC DEPRESSION 1.00

31100 DEPRESSIVE DISORDER NEC 1.07

29000 SENILE DEMENTIA UNCOMP 1.97

29890 PSYCHOSIS NOS 5.53

29630 RECURR DEPR PSYCHOS-UNSPEC .86

30000 ANXIETY STATE NOS 1.13

29530 PARANOID SCHIZO-UNSPEC 1.18

29010 PRESENILE DEMENTIA 4.79

29570 SCHIZOAFFECTIVE-UNSPEC .94

29590 SCHIZOPHRENIA HOS-UNSPEC .98

NOTE: The ICD-9-CM Codes Appearing Above Are for the Most Frequently Occuring

Dx In MDC 19 In the APA Data Before Trimming.

SOURCE: APA Data, 1982, Medicare Cases, N * 34,188.
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Conclusion: In summary, these analyses indicate that patient LOS within ORCa
Is far from normally distributed. our analysis reveals that DR5s do not
adequately group patients relative to their medical needs. Rather, close
analysis of the psychiatric ORGs indicates that the patients within a given
ORG have widely disparate lengths of stay and medical needs. Therefore, the
OR~s as a classification system for psychiatric patients fail to group
patients in a sufficiently meaningful way for reimbursement purposes.

IV. VARIATION IN PSYCHIATRIC PATIENT LOS

Additional analysis was undertaken to explore yhether this conclusion ma to
the DRG s inaccuracy as a patient classification scheme was fully wsrranted.
Specifically, we wanted to determine the extent to which the variation ln-
patient LOS Is explained by the DR05 and to more closely examine other factors
that may account fOt variation.

Utilizing a regression analysis procedure (SAS-GLM) we analyzed the proportion
of variation in patient LOS experience explained for by the DRGs (see Table
5). ee found that only 5.6S of the variation In Medicare patient LOS Is
explained by ORGs.

TABLE 5

VARIATION IN MEDICARE PATIENT LOS

EXPLAI#ED BT DRC

Predictor Variable Of Variance Explained

ORD 5.66

Source: APA Data, 1962 Medicare HOC 19 Cases, N 3 33,821.

. 7
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Subsequent to this ORC-only analysis we introduced the following patient-

related variables to the regression analysis:

o Patient Age and Sex
o Whether the Patient Left Against Medical Advice

o Medical Complications/Comorbidity

o Nan-Operating Room Procedures

The contribution to the total variance explained (R 2) was epproximately 3.31

-- bringing the total variance explained to about 8.9S (see Table d).

TABLE 6

VARIATION IN NEDICARE PATIENT LOS

EXPLAINED BY PATIENT RELATED CHARACTERISTICS

Predictor Variable S of Variance ExPlained

Patient Age .1

Patient Sex 1

AMA Discharge .7

CoplIcation or Comorbidity .8

Procedures (Non-O.R.) 1.6

Combined Effect 3.3

Combined Effect with DRs - 8.9S

Source: APA Data, 1982, Medicare MDC 19 Cases, N - 33,821.
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We also Introduced the available hospital variables -- hospital size and
presence of a unit -- to the regression analysis. The introduction of these
variables led to an increase In varlance explained of 1.7S (see Table 7).

TABLE 7

VARIATION IN MEDICARE PATIENT LOS

EXPLAINED BY OSPITAL CHARACTERISTICS

Predictor Variable X of

Hospital Bed Size

Psychiatric Unit

Combined Effect vith DRGs Patient Related

Characteristics

Source: APA Data, 1982, Medicare MDC 19 Cases, * 33,821.

Varliance Explained

1.2

.3

la.6

. 9
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the total variance explained on the basis of the regression analysis was

approximately 11%. These results are consistent with the work of other

researchers who have examined the explanatory power of the DR0s with respect

to variation in patient experience. The large pool of unexplained veariance -

891 - confirms the results of the CV and probit analyses -- the ORCs are

Inadequate as a psychiatric patient classification scheme for reimbursement
purposes.

V. HOSPITALS AT RISK UHDER DR0S

while analysis clearly indicates that there is a poor relationship between a

ORG payment and the resources potentially needed for patient treatment, the

question as to the implications of the DRG' s Inadequacies as a classificatioci!

scheme, If used for reimbursement purposes, remains. In our view, the

inadequacies of the DRGs as a classification scheme for reimbursement places

some hospitals at undue financial risk. This hospital risk factor has severl1

negative implications for patient care.

The ORG analysis discussed above suggests that average patient treatment

requirements (as measured by patient LOS) for a particular DRG are

unpredictable. Therefore, the typical hospital under a ORG scheme will be

overpaid or underpaid for individual patient discharges. This translates into

financial uncertainty for a hospital. The critical Issue for the hospital,

therefore, Is what happens on balance, that is, whether overpayments and

underpayments cancel each other.

The extent of risk each hospital is exposed to-under a ORG payment plan --

where there Is significant variation in the patient groupings -- will be
mitigated to the extent each hospital; 1) treats a volume of patients

sufficient to sake an average payment system work; and 2) receives a random

draw of psychiatric patients. The APA analysis focused on the second

proposition -_ whether or not hospitals have an equal likelihood of drawing

high cost patients.

A fundamental assumption behind DRGs was that all hospitals will receive a

random draw of patients (i.e., both high and low cost patients). To the

extent this assumption is warranted, the risks associated with the wide

variation observed for the DRs lis mitigated, provided hospitals treat the

requisite volume of patients needed to sake a payment scheme based on averages

work. If not, then the DRG reimbursement system may systematically penalize

or reward either individual hospitals or classes of hospitals.

Specific investigation and analysis of our data on this point Indicates that

the distribution of high cost patients (e.g., outliers) is systematic rather

than random. This result Indicates that risks discussed above are reel

indeed.

Specifically, we undertook an analysis of the outlier patient experience

(i.e., distribution of high cost patients by hospital) In the APA study

file. We defined outliers on the basis of length of stay as they are in the

final Department of Health and Human Services regulationa implementing the

Medicare DRS program.

10
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As shoV5 to Table 8, 5SS of 11 hospitals ln -the study file do not havs a
single patient outlier case. 1 of the hospitals have total patient cutloer
experience which Is 1-4S of total caseload and 132 of all hospitals,
accounting for 771 of all outlter patients, have an outlier experience which
totals 151 ef more of their patient caseload.

TAG"I 8

DISTRUUTION OF QUtLIER CASES BY HOSPTALS

CALL HOSPITALS)

Outliers AS Z

Of All Patients

S of Hospitals by Level

of Outlier Patient Load

20-29%

15-19X

10-143

5-Y1

1-4S

No Outlier

3.91

4.8

4.8

c.i
s6A

13. S

11.1

33.7

100 .0

Source: APA Data. 1982 Medicare Cases, N * 43,227.

:1

S of Total

Outhier Cases

36.2X

21.5

18.9

11.7

7.5

4.2

0

100.0
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Considering only those hospitals with psychiatrie units (see Table 9), 3ZS

account for 80X of total outlier experience for psychiatric units in the study
file. The average outlier experience for these hospitals exceeds 15%.of total

caseload and many show an outlier patient experience in excess of 30S.

TABLE 9

DISTRIBUTIOW OF OUTLIER CASES BY HOSPITALS

(HOSPITALS WITH PSYCHIATRIC UNITS)

Outliers As X

Of All Patients

I of Hospitals by Level

of Outlier Patient Load

30X-

20-291

15-19l

10-141

5-9Z

1-4X

NO Outliers

6.5X

13.4

12.8

12.4

22.6

8.4

23.7

100.0

Source: APA Data, 1982 Medicars'Csses, N .43,227.

12

X of Total

Outlier Cases

32.9S

29.9

18.3

12.9

2.7

0

100 .0
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This systematic distribution of outlier patients Indicates that the assumption
behind DAGs of high cost patients, In this case - psychiatric patients, being
randomly distributed is not supportable. The problem of a few hospitals
receiving a disproportionate share (and the resultant financial penalltles) of
high cost patients is Indeed quite real. The Imposition of the DRG
reimbursement system would be unfair to these hospitals and they would be at
considerable financial risk If they were to continue their present caseload
mixes. Theso hospitals, therefore, would face undue financial penalties
unless they undertook a management response to lessen their high cost patient
load. A management response of this sort (for reasons more fully elaborated
below) would likely create serious probleas for patient care. In our view,
hospitals are not likely to be aoderate In their response. In order to be
'safea, they will have to overrespond to some degree. Therefore, the
likelihood of patients to get hurt is greater.

VI. PATIENTS AT RISK

The financial risks which DRGs create for some hospitals have Important
Implications for psychiatric patient care. And, as an association of medical
professionals, this is where our ultimate concern with the DRG payment scheme
rests -- patient care.

Specifically, the uncerta'nty vith which hospitals are presented, due to the
inade:uacy of the ORG classification scheme (as evidenced by the high CVa and
low R ). supports incentives for hospitals to favor low-cost over high-cost
patients. Therefore, the possibility that hospitals will or can manipulate
their case-mix to decrease the uncertainty of financial loss must be
considered.

To the extent characteristics associated with high cost patients are randomly
distributed and not identifiable a priori, the opportunity for hospitals to
selectively admit/discharge patients is minimized.

There are three potential categories of risk to patients under the 3RG scheme:

o First, Admission Policies and Practices - can hospitals selectively
admit high (or low) cost patients?

O Second, Patient Treatment Restrictions During Hospital Stay; and

o Third, Inappropriate Discharge Policies & Practices

with respect to admissions, we must ask whether there is a potential for
hospitals to selectively admit patients. That Is, are there characteristics
associated with high cost patients which are observable at the time of
admission?

The regression analysis discussed above suggested that a number of patient
related variables were somewhat significant In explaining patient LOS
variation. On balance, this analysis reveals that a portion of the
unexplained differences in patient treatment requirements is not entirely
random. We were able to improve R to 1X from 5.6S. The potential effects
of this are negative with respect to patient care In that this suggests that

- 13
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hospitals can to some extent in fact select, receive and/or recruit high or

low cost patients on the basis of readily observable characteristics.

Obviously, these variables/characteristics could be Incorporated into the DRG

classification scheme and thereby be recognized and the payment amount

adjusted accordingly. This would offset the ilncentive to select or avoid

patients on the basis of these characteristics.

However, even If these variables were incorporated, the extent of the

variation explained by the psychatric ORGs would not exceed 11. In our view,

this still has insufficient explanatory power to establish a needed linkage

between ORG payment and patient resource utilization. More importantly, this

large pool of unexplained variance again raises the question as to whether

high/low cost patient characteristics ara random or systematic thereby

enabling hospitals to manage case-mix beyond the variables recognized by the

reimbursement system.

While we do not have data to directly explore and provide definitive analysis

as to the remaining pool of unexplained variance, we did address 
this

possibility with our Clinical Advisory Group. After careful consideration of

this matter, they indicated to us that critical and readily determinable

patient cost characteristics would include; involuntary status, number of

prior hospitalizations, functional status at time of admission, quality of

existing family and other support systems, and diagnostic uncertainty.

Their considerations suggest that there are In fact readily identifiable

factors which account for variation in patient LOS. Obviously, these

variables are not within the currently available data sets and could not be

Incorporated Into a per case reimbursement system. So even with an improved

DRG scheme, the ability to selectively manage case mix could be realized and

high cost patients would face potential discrimination In accessing care.

While the danger will very with the strength of a particular hospital' profit

motivation, it will obviously Increase as the financial pressures on a

hospital escalate -- as in fact will be the case for many hospitals as

national DRG reimbursement rates become reality.

It is also important to point out that selective admissions by any group of

hospitals places other hospitals at risk insofar as patients not admitted at

one site will likely be referred elsewhere.

Public policy in the past 30 years has sought to emphasize alternative care to

state hospitals for psychiatric patients, especially care and treatment in

general hospitals. There is the danger of reversing that policy by

implementing ORGs for psychiatric patients In all general acute care

hospitals.

The second area of patient risk Is the potential for the DRG payment scheme to

operate as a restriction on treatment once in the hospital. Specifically, the

system by design is intended to work on an averaging basis. That is, there

are patients whose total hospital stay will cost more than the stipulated

payment amount. However, this deficit will be offset by cases treated where

the hospital shows a surplus.

1s
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Evidence, however, Is accumulating that the DRG payment amounts and the
associate patient length of stay is not being regarded as an average, rather
it is being regarded as a normative upper limit on a patient' s total hospital
stay.

An evaluation (undertaken for the APA) of the lmpact of New Jersey' s ORG based
system on inpatient psychiatric units within general hospitals bears this
out. Respondent-interviewees to this survey study Iniicated that the average
length of stay for a given ORG was as a practical matter viewed as the upper
limit for patient length of stay. In their words -the effective length of
stay limits by ORG category have been Internalized by the physicians.' As
they noted, admission decisions are being made not by diagnoses but by
anticipated length of stay and by anticipated placement potential at the time
of discharge.

Where physicians feel that a patient cannot be effectively treated and
released with the prescribed length of stay, the patient is admitted for a
two-three day assessment and then transferred to an inpatient setting outside
the prospective payment system

In sum, our findings from this study bears out APA' s concerns about changed
admisson and discharge practices under the financial incentives established by
DRGs. In brief, the findings indicate thet in the view of both admnistrato r&
and psychiatrists, admission, discharge, and referral policies and practices
have been key to the psychiatric unit, a survival under DRGs.'

The third area of patient risk concerns the possibility of inappropriate
patient discharge, i.e., would there likely be inappropriate discharge
practices? Clearly, the system establishes an Incentive to discharge,
therefore, the question as to capacity of other treatment centers to receive
new discharges is appropriate.

Underlying this Issue is the question of whether post-hospitalization care
resources for psychiatric patients are as available and adequate as they are
for general medical patients? The patients we are concerned with are those
who would be discharged from acute hospitals to other facilities because they
still need care, albeit less Intensive treateent and/or custodial care.

Traditional alternative care sites and resources available (for which Medicare
pays) for placement after discharge from an acute facility include SNFs, and
home health resources. However, present occupancy rates for those facilities
at present are very high - 93n nationally. And, admissions criteria have
tightened considerably. SNFs in general are shying away from admission of
sore difficult medical patients and it has always been harder to discharge
mental patients to SNFs.

Indeed, studies Illustrate and confirs that there are restricted alternative
placement options for psychiatric patients and that the reason many patients
have continued stays in hospitals is that suitable alternate care sites are
not available.

Again, as the Medicare PPS system tightens fiscally, the pressure to discharge
will be greater. with the present scareity of appropriate alternative care
resource to rely on for post-hospital placement of psychiatric patlents,

S5
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implementation of DRGs suggests that patients will be discharged without

appropriate alternate care settings. In fact, the suggestion Is that many may

add to the already burgeoning numbers of the homeless. The homeless mentally

ill represent a major public health problem. The current ORG approach, it

implemented, would make thousands of psychiatric patients at risk for

inappropriate discharge and for increased homelessness.

SUMMARY

In summary then, our analysis of the psychiatric ORGs Indeed confirms that

they are Inadequate as a classification scheme for prospective payment.

Implementation of the DRGs for psychiatric patients would have several

undesirable outcomes:

o many hospitals would be placed at undue financial risk because high

cost patients are systematically concentrated in certain hospitals.

o many patients are placed at undue clinical risk because the DRG

system would lead to inappropriate admission, transfer and discharge.

Therefore, the conclusion of the American Psychiatric Association a ORG

analysis and evaluation Is that Implementation of a patient related case based

reimbursesent system would not be appropriate at this time.

Further research on prospective payment methodologies for psychiatric patients

should be conducted to develop appropriate alternatives to the ORG for

implementation.

16



773

ATTACHMENT 1

/
THE TASK FORCE ON PROSPECTIVE PAY EMT

OF THE AMERICAN PSYCHIATRIC ASSQA
4

ATIDM

Joseph T. English. N.D.; Chairman

Boris Astrachan, M.D.

Richard Bridburg, M.D.

Paul Fink, M.D.

Frank Rafferty, M.D.

Donald Scherl, N.D.

James Trench, M.D.

CLINICAL ADVISORY GROUP TO THE TASK FORCE

Alan Elkins, M.D.; Chairman

Emile Bendit, M.D.

Levon Z. Boyajian, M.D.

Edward Hanin, M.D.

Ron Hlntz, M.D.

Karl Stevenson, M.D.

TECHNICAL ADVISORY CROUP TO THE TASK FORCE

Donald Scherl, M.D.; Chairman

Henry Bachofer

Cynthia Barnard

Richard Frank, Ph.D.

Stephen Jencks, M.D

Judith Lave, Ph.D.

Susan Essock-Vitale, Ph.D.

0


