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Results in Brief

Mimmmmmmmm

Federal programs have many controls in place to guard sgainst
unnecessary or poor quality care. However, some control weaknesses

Madicere is 5 federsl health i most de xged 85 or over, and some
dissbled people. Medicaid is s medical assd nmmmnm
funded by the federsl govermenent snd states snd is administered by the states. CHAMPUS is a federal
roediend progrem for military dependents and retivess that pays for cars received from civilisn
‘hospitals, physicians, snd ather providers.
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vsychiatric hospitals. Benefits and payment methods vary for each
prograr, as described in appendix IT.

The involuntary hospitalization in April 1991 of a cAMPUS beneficiary
triggered investigations and concems about psychiatrie hospital practices.
This case dramatically ifustrates the type of abuse that has ocourred. In |
1991, Texas senate hearings exposed the story of a 14-year-old cuarus
beneficiary who was forcibly removed from his grandparents’ home by
two security firm officers and taken to a private, for-profit psychistrie
hospital. His grandparents, having been shown a badge, believed that the
two were police officers. The security officers were acting on ordersof a
psychiairist, who it was later found had falsified his credentisls. The
psychiatrist had never seen the youth but believed him to be a substance
sbuser, based on statements by the youth's younger brother. Yet na drug
test was conducted until the fourth dsy of hospitalization. When a test was
administered, the results were negative. The grandparents, although legat
guardians, were riot allowed to see or speak with him in the hospital for
almost & week. The assistance of a state senator and a court order was
needed to get the youth released.
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Federal Programs
Appear to Have Been
Affected to a Lesser
Extent Than Private
Insurers

The 1991 Tmmmmdmmmmw
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were covered by private insurance, some said they were federal program
beneficiaries.

Among the allegations by witniesses in Texas were that hospitsls

(1) charged exorbitantly and billed for services never rendered;

(3) paid kickbacks or bounties for delivering patients to treatment
facilities; (4) held voluntary patients against their will without medical
could have been treated in less restrictive seftings; (6) discharged patients,
regardiess of their condition, once their insurance benefits were
exhausted; (7) used questionable and potentially ahusive therapy; (8) used
excessive medication; and (9) isolnted patients from family and friends by
withholding visitation, phone, and mail privileges.

Federal and state organizations are investigating similar abuses in
primarily at federal health programs are under way by the Department of
Health and Haman Services’ (1s) Inspector General (ia), the Department
of Defense's (DoD) Criminal Investigative Service, and the Federal Burean
of Investigation. At the state level, investigations are under way in several
states including thase by the Florida and New Jersey departments of
insurance. As in Texas, these federal arxi state investigations are finding



Federal Health
Programs ilave Many
Controls, but Some
Weaknesses Exist

ﬂmtab\aivemd mmmmmmmmum

Federal and state health officials believe, however, that federal programs
mumummmnmmmmwm&
mmmwmmmuwu
increased scrutiny by insurance companies, some hospital occupancy
rates are down, plaring pressure on them to generate more reveme.

Although federal health programs have many controls to protect against
psychiatric hospital fraud and abuse, some control weaknesses exist.
Existing controls include utilization reviews, audits of hospital cost
reports, facility inspections, and complaint investigations. However,
wealknesses also exist such a3 inadequate attention to findings stemming
from Medicare reviews of hospital stays at for-profit psychiatric hospitals,
insufficient attention to states’ certification that youths need inpatient
psychiatric care under Medicaid, limited CRAMPUS follow-up to determine if

We selected two Plorida, one Texas, and one New Jersey hospital for owr comparison.
Only New Jersey paid for care in psychistric hospitals for Medicaid patiesits and, consequently, we
Himited our comparison to this one hospital.




problems found in psychiatric hospitals have been corrected, and
inadequate CHAMPUS payment controls,

Controls Established to
Help Protect Federal
Programs From Fraud and
Abuse

investigation
mﬂumﬁggusnmmuﬂedmﬁew Medianabohnmment
controls, including audits of hospital cost reports and limits on increases
in costs.

Medicaid requires states to perform utilization reviews. States can use one
or more types of utilization reviews: preadmission reviews {o determine
the medical necessity of admireions, concurrent reviews to delermine the
medical necessity of continued stays, and retrospective reviews to
determine the quality of care and medical necessity. In addition to
utilization “eviews, Medieaid has s variety of payment controls.

CHAMPUS requires preadmission, coneurrent, and retrospective utilization
reviews, Additionally, CHAMPUS requires on-site inspections of residential
treatment centers to determine their complisnce with CHAMPTS
requirements. Finally, CHAMPUS too has several payment controls, such a8
annual limits on rate increases and checks to ensure that paid days do not
exceed benefit limits.
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Inadequate Aftention
Given to Medicare Review
Findings at Psychiatric
Hospitals

Tabie 1: Resuits of intensified Reviews

in Five Texas Hospltals
(10/01/90-09/30/91)
standard reviews and complaints to identify the need for Intensified
reviews.
Insufficient Attention ‘To protect youths from unnecessary and inappropriate hospitalizations,
Given to States’ MMWmeﬁﬁ&wn@meMm

ion That S for youths. Yet 16 and Medicaid state agency reviews have found
gggﬁlmt Ps;cmc ;"m mmmmmmmwmmmmz&
» . Mmm’mugm 3 certification requiru ts. i
Care Under Medicaid review findings indicate that HCFA has paid insufficient attention to states' -
certifications.
To meet Medicaid's congressionally mandated requirements, states are to

certify that (1) less intensified treitment is not available to meet the
youths' needs, (2) inpatient treatment under the direction of a physician is
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In addition to the 16 reviews, recent Medicaid reviews by state medica!
personnel found similar problems in three New Jersey private psychiatric
hospitals.® Among these problems were (1) certifications often were not
made by a team, (2) the certifying team was from the hospital rather than
independent, (3) the team did not include & physician, and

(4) documentation was sometimes vague concerning the patients' need for
inpatient treatment under the direction of a physician.

New Jersey was the only one of the three wtates we visited thet was subiect In the certification
reqarements.
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Limited CHAMPUS
Follow-up on  Problems
Found in Psychiatric

retrospectively deny reimbursement for care found to be medically
unnecessary or inappropriate,

Also, pop is about to award a contract to (1) monitor the quality and
appropriateness of mental health services provided to campus
beneficiaries and (2) research and develop mental health standards of
care.

pob officials stated that pop does not anticipate surveying or inspecting
psychiatric hospitals as a routine means of following up on identified
problems. They said, however, that craMpuS currently has the authority to
make such visits and if necessary would do so. Officials also told us they
sometimes zry to resolve complaints and other problems by letter or
telephone rather than by inspecting the facility involved.




Conclusions

Investigations to date have revealed that federal health programs have
been subjected to frandulent and abusive psychiatric hospital practices,
but apparently to & lesser extent than private insurers. Lower
reimbursement rates and greater contrals have made federal programs
less vulnerable to such abusss, Federal investigations, however, as they
conclude, may identify further fraud and abuse in federal programs.
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Drocedura. In addition, HCFA has authority it s i) to
ud,ngm"’ validate state determinations that institutional providers,
incl psychiatric hospitals, are suitable to wel provider
Va]idaﬁoncmﬂdmvc!veucataining!fmﬁ‘ Hulwmw
necessary and appropriate care to Medicaid beneficiaries.

Inany event, CFA has not disagreed with the substance of our
recommendation that it increase its oversight and enforcement of
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electronically

responsible for paying claims,
mmmamammmmmwmwm
records,

conducting on-site compliance reviews of contractors focusing on mental
health authorization requirements, and }
revising its computer programs for the detection of potential duplicate
payments.
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Civilian Health and Medical Program of the Uniformed

CHAMPUS




Appendix 1

‘Scope and Methodology

.

workatmeMedzw'epeerrevie
wszttomonda,ﬂnemhadbewreplmed thenewmehadxwtyet
begun its Medicare psychiatric case reviews. 'Additionally, in Texas, we
reviewed hearing records and reports.

In doing our work, we

reviewed laws, regulations, policies, and procedures pertaining to the
Medicare, Medicaid, and cuampus psychiatrie hospimlprognms,
obtained and analyzed psychiatri ‘hospital utilization and cost data for the
dueefederalbﬁmdedheﬂﬂt programs;

obtained information on reported instances of psychiatric hospital fraud: .
and abuse and determined whether there was federal health program
involvement;

reviewed findings on complaint investigations by Texas state agencies;
compared rates of reimbursement to psychiatric hospitals by private
insurance companies with those by federal health programs; and
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generally accepﬁed government audning standards.




Medicare

In a psychiatric hespital:
190-day tifetime limitation

In a general hospital (including a distinct psychiatric

unit of a general hospital):

No lifetime lirutation

mebassotdiagmsts-felamdgmups

Madicaid

In a psychiatric hospital:
Ages 21-64: Not authorized
Under age 21 and over age 64: state option®

Except for a few states, there are no limits on the
number of days allowed

In a general hospital (including a distinct psychiatric
)

unit of a general hospital
Available for all ages

Except for a few statss, there are no limits on the
number of days allowed

CHAMPUS

{n a psychiatric haspital (or a distinct psychiatric
unit of a general hospital):

Adults: 30 days per year
Childrer. 45 days per year

Waivers may be granted o increase the days
authorized

In a general hospital:

Samg limits as in a psychiatric hospital
Rasidential treatment center:

Available to children 150 days per year

Walivers may be granted to increase the days
authorized

Psychiatric hospitals, distinct psychiatric un
hospitals, and residential treatment centers
rates (;)n the mmmmwmm

facitity

General hospitals use a prospective payment.
the basis of diagnosis-related groups

memmmm ; sse,asmhadmwm




Many Investigations of Psychiatric Hospitals'
Are Under Way

Federalandstate’agmds axemvaugahngpsyd‘damc hmpitabina

Accordmgtosevu'alsourcm,ﬂxe&dﬂﬂ&mofhwesngmoms’
invaﬂgaﬁngwctuaulchospimfrwd.ﬁmxda, NewJetsey, and Te
teponedlyaremdudedmﬂmemvwﬁgaﬂmﬂowevet, the

involvement.

States are also conducting investigations. Furexample,bomme T0)
and New Jersey Departments of Insurance were conducting inv
at the time of our-review but were unwilling to discuss details!
mvemgaﬁmmwmomomgaﬂmmﬂtotmwﬂamgamn
New Jersey Depamuentoflnsurancehadsetﬂedwxﬂwneﬁot—pmm
psyﬂﬁatichosphalonaﬂe&xﬂomof&wdulentbmmgstorﬂmom

Following an invamgauon that began in 199, the Tms Atmmeyﬁenuﬂ

of the chaﬁasadmiftedgtﬂlt, ﬂ\eseulemensbtaledﬂZSmﬂhmmd )




exhausted. As of March 1993, bomnws\ﬂtswmpemmg
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Cur comments on GAO's specific recommendations follow.




Appendix IV
Coznments From the Health Care Finaacing
Administration

Nowonp. 6.

mm the
Mmmuﬁmp&.n ptuuggz-'m

‘With regard o the Texas study mentioned on page 10, we have the following
comnent:

. The Boston RO has advised HCPA of a powestial concern involving a for-profit
‘hosplesl

medics justification, As 8 result, HCFA has requested that PROs performing case
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* Appendix V

Major Contributors to This Report

Human Resources

Division,

Washington, D.C.

Stephen P. Backhus, Assistant Director, (202) 512-7120
Donald J. Walthall, Senior Evaluator

Denver Regional
Office

Donald C. Hahn, Evaluator-in-Charge
Robert P. Pickering, Senior Evaluator
Cheryl A. Brand, Staff Evaluator

Pamela K. Tumler, Reports Analyst
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