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T he Officed Inspector General (Ol G)wasestablished at
the Department d Healthand Human Serviceshby Con
gressin1976to identify and eiminatefraud, wasteand

abuse in Health and Human Servicesprogramsand to pro-

mote efficiency and economy in departmental operations.

The OIG carriesout thismission through anationwide pro-

gram o audits, investigationsand inspections.

To help reduce fraud and abusein the Medicare and Medic-
aid programs, the OIG actively investigates schemes to
fraudulently obtain money from these programsand, when
appropriate, issues Specia Fraud Alertswhich identify seg-
ments d the health care industry that are particularly
vulnerabletoabuse. This Specid Fraud Alert focuseson the
provisond medical and other health care servicesto res-.
dentsd nursing facilitiesand identifiessome d theillegd
practices that the OIG has uncovered.

How Nursing Facility Benefits Are
Reimbursed

here were 17,000 nursing facilitiesin the United States,

asd Junel995. An OIG study reported that in 1992,

Medicare paymentsto nursingfacilitiesincluded Part
B paymentsd $2.7 billion and Part A paymentsd $3.1 bil-
lionfor covered staysin nursing facilities. Whenthe Federd
shared the$24 billion spent by Medicaidisfactored in, the
Federa cost o nursingcarereached atotal of, approximately
$0 billion.

Many nursing facilities receive reimbursement from both
Medicare and Medicaid for care and services provided to
digibleresidents. Under Medicare Part A, skilled nursing
facility servicesare paid onthebasisdf cost for covered stay's
d alimited length. Nursing facility residents may be con-
currently dligiblefor benefits under Medicare Part B. For
Medicaid-digible residents, extended nursing facility stays
may be reimbursed by state-administered programsfinan-
ced in part by Medicaid.

(OIG 96-18)

Nursing facilitiesand their residents have become common
targetsfor fraudulent schemes. Nursingfacilities represent
convenient resident "' pools” and makeit lucrative for un-
scrupulous persons to carry out fraudulent schemes. The
OIG hasbecomeawared a number o fraudulent arrange-
ments by which health care providers, including medical
professiondls, inappropriately bill Medicare and Medicaid
for theprovisond unnecessary servicesand serviceswhich
were not provided at all. Sometimes, nursingfacility man-
agement and staff aso areinvolved in theseschemes.

False or Fraudulent Claims Relating to the
Provision of Health Care Services

he government may prosecute persons who submit or

cause the submission d false or fraudulent claimsto

theMedicareor Medicaid program. Examplesd fdse
or fraudulent claimsincludeclaimsfor itemsthat were nev-
er provided or werenot provided asclaimed, and claimsfor
serviceswhich aperson knowsare not medicaly necessary.

Submitting or causing fase claimsto be submitted to Medi-
care or Medicaid may subject the individual or entity to
crimind prosecution,civil penatiesincluding trebledamag-
es, and exclusion from participationin the Medicare and
Medicad programs. The OIG has uncovered thefollowing
typesd fraudulent transactionsrelated to the provision d
hedlth care services to residents d nursing facilitiesreim-
bursed by Medicareand Medicaid:

Claims for Services Not Rendered or Not
Provided as Claimed

records to misrepresent the services, or extent d ser-
vices, provided at nursing facilities. Some examples
follow:

C ommon schemesentail falsifying bills and medical



¢ One physician improperly billed $350,000 over a
2-year period for comprehensive physical examina-
tions o residents without ever seeingasingleresi-
dent. Thephysician went sofar asto falsify medical
recordsto indicate that nonexistent serviceswere
rendered.

¢ A psychotherapist working in nursing facilities man-
ipulated Medicare billing codesto chargefor 3 hours
of therapy for each resident when, in fact, he spent
only afew minutes with each resident. Inanursing
facility, 3 hoursof psychotherapy ishighly unusual
and often clinically inappropriate.

¢ Aninvestigation of aspeech specialist uncovered
documentation showing that he overstated thetime
spent on each session claimed. Claimsanalysis
showed that the speech specialist actually claimed to
spend 20 hourswith residents every day, far more
time than possible. Further investigation revealed
that some residents had never met the specialist, and
some were dead at the timewhen the specialist
claimed to have provided speech servicesto them.

¢ A company providing mobile X-ray servicesmade
visitsto nursing facilities, and billed for taking two
X-rayswhen only one wasactually taken. The case
also presented serious concernsabout quality of care
when theinvestigation revealed that company
personnel were not certified to take X-rays.

Claims Falsified to Circumvent Coverage
Limitations on Medical Specialties

misrepresent the nature o services provided to

M edicareand Medicaid beneficiariesbecausethe Fed-
erally funded programs have stringent coveragelimitations
for some specidlties, including podiatry, audiology and op-
tometry. For instance:

P ractitionersof medical specialtieshave been found to

¢ TheOIG haslearned about podiatrists whose entire
practicesconsist of visitsto nursing facilities. Non-
covered routinecareisprovided, eg, toenail clip-
ping, but Medicareisbilled for covered services
which were not provided or needed. In one case, an
investigator discovered suspicious billing for foot
care when it was reported that a podiatrist was
performing an excessive number of toenail removals,
aservicethat iscovered but not frequently or rou-
tinedly needed. Thispodiatrist billed Medicareas

much as $100,000 in 1. year for toenail removals.
Investigators discovered one resident for whom bills
were submitted claiming atotal of 11 toenail
removals.

An optometrist claimed reimbursement for covered
eye care consultations when he, in fact, performed
routine examsand other non-covered services. His
billing history indicated that he claimed to have
performed as many as 25 consultationsin one day at a
nursing home. Thisisan unreasonably high number,
given the nature.of a Medicare-coveredconsultation.

An audiologist made arrangementswith a nursing
facility and affiliated physiciansto get ordersfor
hearing exams that were not medically necessary.
The audiol ogist used this accessto residents exclu-
sively to market hearing aids. In thiscase, thefacility
and physicians, in addition to the audiologist, could
beheld liable for false or fraudulent claimsif they
acted with knowledge of the claimsfor unnecessary
services.

What To Look For in the Provision of
Services to Nursing Facilities
Thefollowingsituationsnmay suggest fraudulent or abusive
activities:

¢ "Gangyvisits" by one or more medical professionals

wherelarge numbersdof residentsareseeninasingle
day. The practitioner may be providing medically
unnecessary services, or thelevel of service provided
may not be of asufficient duration or scopeconsis-
tent with the service billed to Medicare or Medicaid.

Freguent and recurring "'routine visits" by the same
medical professional. Seeing residents too often may
indicatethat the provider isbilling for servicesthat
are not medically necessary.

Unusually active presence innursing facilities by
health care practitioners who are given or request
unlimited accessto resident medical records. These
individuals may be collecting information used in the
submission of falseclaims.

Questionable documentation for medical necessity of
professional services. Practitionerswho are billing
inappropriately may also enter, or fail to enter,
important information on medical charts.






