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COiB'TROLLER GENERAL'S 
REPORT TO THE CONGRESS 

PROBLEMS IN APPROVING AND PAYING FOR 
NURSING HOME CARE UNDER THE MEDICAID 
PROGRAM IN CALIFORNIA 
Social and Rehabllltatlon Service 
Department of Health, Education, and 
Welfare B-164031(3) 

DIGEST ------ 

WHY TLYE REVIEW WAS MADE 

Under Medlcald, a grant-ln-aid program admlnlstered at the Federal level 
by the Department of Health, Education, and Welfare (HEW), the Federal 
Government pays from 50 to 83 percent of costs Incurred by States in pro- 
vldlng medical care to lndlvlduals unable to pay About $3.9 bllllon was 
paid by States for Medlcald services ln 1968, of which $1 1 bllllon, or 
about 30 percent9 was for skilled nursing home services. HEW paid for 
about half of these expenditures. 

Because large amounts of Medlcald funds are expended for skilled nursing 
home care, the General Accounting Office (GAO) examined into selected as- 
pects of costs incurred for such care provided to recipients in four 
counties ln the State of Callfornla Payments to nursln 
fornla during 1968 totaled about $160 mllllon, of which B 

homes in Call- 
80 million was 

paid by the Federal Government 

FINDINGS A2VD CONCLUSIONS 

GAO"s review revealed weaknesses ln the procedures and practices for ap- 
proving and pay-rng for nursing home care under the Medlcald program in 
California Also, no uniformity existed for making determlnatlons on the 
necessity for nursing home care. 

On the basis of GAO's observations of approvals of nursing home care and 
conclusions of studIesby three coun&es- ln Callfornla that a, high peF -.-.---- -- 
we (35,22, and 20 percent) of patlen&-!&r_e_Dot ln nee&-c$.-s-~~e, -- 
GAO belleves that Medicaid recipients were receiving nursing home care 
wlthout adequate determlnatlons that such care was warranted 

In addition, GAO found 

--that, ln some cases, care was approved for periods after the date of 
death or discharge of the patients, 

--that, ln 22 of 260 cases examined, claims were paid for periods after 
a recipient had died or had been discharged from the nursing home 
(see pp 17 to 191, and 



--that, in 12 of 76 addltlonal cases examined, nursing homes were re- 
celvlng full payments under both the Medicare and MedicaId programs 
fou the same days of nursing home care. (See pp. 20 to 22.) 

In view of the weaknesses In procedures and practices and the high lncl- 
dence of questionable payments (34 of 336 cases examined), GAO believes 
that the results of Its review sufflclently demonstrate the need for cor- 
rective measures to strengthen controls over the approval and payment for 
nursing home care 

In Calendar year 1968, about 100,000 Hedlcald recipients received nurs- 
ing home care In Callfornla in about 1,250 nursing homes and, in view of 
the costs of the program, the lack of adequate control over the approval 
and payment for nursing home care can result In slgnlflcantly Increased 
program costs 

RECOMMEIVDATIONS OR SUGGESTIONS 

The Secretary, HEW, should provide for the development or evaluation of 
administrative and program requirements for the States' use In approving 
the lnltlal placement of MedIcaid reclplents In nursing homes3 approving 
the extension of approved care In nursing homes, and paying for nursing 
home care (See p 24.) 

Also the Secretary, In HEW's monltorlng of State MedicaId actlvltles, 
should provide measures deslgned to (1) determIne the extent to which HEW 
requirements are being implemented by the States and (2) effect corrective 
action where warranted (See p. 24 ) 

AGENCY ACTIONS AND UNRESOLVED ISSUES 

HEW evaluated its policy guidelines relating to the placement and reten- 
tion of MedIcaid reclplents in nursing homes and concluded that the 
guidelines were adequate In its opinions the deflclencles relating to 
placement and retention were attributable to the failure of county agen- 
cies and personnel to follow HEW policy and State guidelines The State 
advised HEW that special efforts were being undertaken to Improve the pro- 
cesses of authonzatlon and reauthorlzatlon of skilled nursing home care 
(See pp. 24 and 25 ) 

Both HEW and the State concur In GAO's recommendation that guidelines be 
developed to avoid improper payments for nursing home care. The State 
has Issued instructions which it believes will improve control of bllllngs 
after death or discharge of reclplents The State also is attemptlng to 
resolve the problem of duplicate MedIcaid payments through the refinement 
of computer controls (See pe 25.) 

HEW informed GAO that the recent reorganlzatlon of the Medical Services 
Administration, Social and Rehabllltatlon Service, recognized the need for 
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development of payment procedures and controls and consultation wth State 
agencies on management systems. As staff increases are realized, HEW ex- 
pects the problems in timeliness of approvals and controls, as pointed out 
in this report, to receive hsgh pnorlty and the overall monltonng of the 
States' programs to be more effective (See pp 25.) 

The adminlstrattve actions taken or promised by HEW and the State should 
tend to reduce the type of payment errors found by GAO The recent reor- 
ganizatlon and the filling of additional staff posttlons should permit 
HEW to increase its monttonng of Medicaid actlvlttes. 

MATTERS FOR CONSIDERATION BY TBE CONGRESS 

This report IS being issued to the Congress because of expressed congres- 
sional concern over the rising costs under the Medicaid program and the 
slgnlflcant amount of Federal expenditures being made for skilled nursing 
home care 

3 



CHAPTER1 

INTRODUCTION 

GAO has examined into selected aspects of costs In- 
curred for nursing home care provided to recipients under 
the medlcal assistance program (Medicaid) in the State bf 
California. The Medicaid program --authorized by title XIX 
of the Social Security Act, as amended (42 U.S.C. 1396)--1s 
a grant-in-aid program in which the Federal Government par- 
trcipates in costs incurred by the States In providing med- 
ical assistance to individuals who are unable to pay for 
such care. Medicaid is administered at the Federal level 
by the Social and Rehabilitation Service of HEW. 

State Medicaid programs are required to provide in- 
patient hospital services, outpatient hospital services, 
laboratory and X-ray services, skilled nursing home ser- 
vices, and physicians' services. Such additional services 
as dental care and home health care and the provision of 
prescribed drugs may be included in its Medicaid program if 
a State so chooses. 

The Federal Government pays from 50 to 83 percent (de- 
pending on the per capita income in the States) of the 
costs incurred by States In providing medical services un- 
der their Medicaid programs. For calendar year 1968, the 
42 States and Jurisdictions having Medicaid programs re- 
ported expenditures of about $3.9 billion, of which about 
$2 billion represented the Federal share. As of June 1970, 
48 States and the District of Columbia, Guam, Puerto Rico, 
and the Virgin Islands, had adopted a MedIcaid program. 

Our review was undertaken in California because of the 
significant amount of expenditures for nursing home care in 
that State. During calendar year 1968 MedicaId payments to 
nursing homes in California --which was limited to a maximum 
of $14 per patieni-day --totaled about $160 million, of 
which about $80 million was the Federal share. On a nation- 
wide basis, Medicaid expenditures for nursing home care 
totaled about $1-1 billion for calendar year 1968. 



Our review was made in four counties in California. 
We directed our efforts primarily to an examination of the 
State's policies and the counties' practices and procedures 
in initiating and terminating nursing home care for Medicaid 
patients and to a review of the State's controls over pay- 
ments made for such care --areas which appeared to be in 
particular need of attention --rather than to an evaluation 
of the total program in the State. The scope of our review 
is described on page 27. 

ADMINISTRATION OF MEDICAID PROGRAM 7 
A’- / 

The Secretary of HEW has &&gated the responslbilit Y 
for administering the Medicaid program to the Administrator 
of the Social and Rehabilitation Service. Authority to ap- 
prove grants for State Medicaid programs has been further 
delegated to the Regional Commlssloners of the Service who 
are responsible for the field activities of the program. 
HEW field actlvltles are administered through 10 regional 
offices. 

Under the act, the States have the primary responsi- 
bility for rnltlatlng and admlnlsterlng the Medicaid pro- 
gram. The nature and scope of a State's Medicaid program 
1s contained In a State plan which, after approval by a Re- 
gional Commissioner, provides the basis for Federal grants 
to the State. The Regional Commlssloners are also respon- 
sible for determrnlng whether the State programs are being 
administered In accordance with Federal requirements and 
wrth the provlslons of the State's approved plan. HEW's 
Handbook of Public Assistance Admlnlstratlon provides the - - .._-- 
St~thFederalpolicy and instructions on the adminis- 
tration of the several public assistance programs. Supple- 
ment D of the handbook and Socral and Rehabllltatlon Ser- 
vice program regulations prescribe the polrcles, requlre- 
ments,and instructions relating to the Medicaid program, 

At the time of our review, the HEW regional offrce In 
San Francisco, California, p rovlded general admlnlstratlve 
dIrection for medical assistance programs in Alaska, Ari- 
zona, Callfornla, Guam, Hawaii, Nevada, Oregon, and Washlng- 
ton. The HEW Audit Agency is responsible for audits of the 
manner In which Federal responsibilities relative to State 
Medlcald programs are being discharged. 
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A llstlng of prlnclpal HEW offlclals having responsl- 
blllty for the actlvltles discussed In this report 1s bn- 
eluded as appendix III, 

ELIGIBLES UNDER MEDICAID PROGRAM 

Persons receiving public assistance payments under 
other titles of the Social Security Act (title I, old-age 
assistance; title IV, aid to families with dependent chll- 
dren, title X, aid to the blind; title XIV, aid to the per- 
manently and totally disabled, and title XVI, optional com- 
bined plan for other titles) are entitled to benefits of 
the Medicaid program. Persons whose income or other flnan- 
cial resources exceed standards set by the States to qual- 
ify for public assistance but are not sufflclent to meet 
the costs of necessary medical care may also be entitled to 
benefits of the Medicaid program at the option of the State. 
Those persons recervlng public assistance payments are gen- 
erally referred to as categorically needy persons, whereas 
other eligible lndlvlduals are generally referred to as 
medically needy persons. 

Medicare, which was enacted in July 1965 as tltleXVIII 
of the Social Security Act (42 U.S.C. 1395), provides medl- 
cal and hospital insurance for most persons 65 years of age 
and over. Depending upon their financial circumstances, 
Medicare reclplents may also be eligible for assistance un- 
der the Medicaid program. Individuals who are eligible for 
assistance under both programs, however, must first exhaust 
the related benefits available under the Medicare program 
before receiving assistance under the Medicaid program. 

MEDICAID PROGRAM IN CALIFORNIA 

The Medlcald program in California became effective 
March 1, 1966, and IS referred to as Medl-Cal. In Califor- 
nia the Department of Health Care Services (formerly the 
Office of Health Care Services) was established as part of 
the Human Relations Agency to administer the program. The 
Federal Government pays 50 percent of the medical services 
and administrative costs of the program and 75 percent of 
the expenditures attributable to the compensation and train- 
ing of skilled medical personnel and supporting staff. 
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California reported to the Federal Government that Medi-Cal 
expenditures for fiscal year 1969 amounted to about $808 
mrlllon; the Federal share of these expendrtures was about 
$405 mrlllon. 

The Department of Health Care Servrces 1s responsible 
for making State policy determlnatlons, establrshlng fiscal 
and management controls, and performing reviews of Medi-Cal 
program activities. In addition, this Department 1s 
charged with the responslblllty of approving, disapproving, 
or canceling the certlficatlon of medical facrlltles (such 
as hosprtals and nursing homes) for particrpatlon In the 
Medi-Cal program. In carrying out Its responsibllltles, 
the Department of Health Care Services is assisted by the 
State Department of Social Welfare and the State Department 
of Public Health. The Department of Social Welfare, in 
conJunctlon wrth each county welfare department, 1s respon- 
sible for determining the ellglblllty of recipients for aid 
under the program and also for providing social services to 
such recrplents. The Department of Public Health 1s re- 
sponsible for performing perlodlc inspections and evalua- 
tions of medical facilltles (such as hospitals and nursing 
homes) and for making recommendations to the Department of 
Health Care Services concerning the certlflcatlon of such 
facllltles for partlclpatlon in the program. 

Since the inceptron of the Medr-Cal program, the De- 
partment of Health Care Services has contracted with cer- 
taln private organizations-- such as the Callfornra Physl- 
clans Service, the Hospital Service of California, and the 
Hospital Service of Southern California--to assist it in 
admlnlstering the program. These private organrzatrons-- 
acting In the capacity of fiscal agents of the State--are 
responsible for coordlnatlng program operations between the 
State and the institutions or persons who provide medical 
services under the program. In addition, the fiscal agents 
are responsible for reviewing, processing, and paying 
claims submitted by the providers for services rendered to 
program recipients. 

Callfornla Physrclans Service processes claims for 
services provided by doctors, dentists, and other lndrvld- 
ual providers of medical services to reclplents under the 
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Medl-Cal program. Hospital Service of Callfornla processes 
claims submltted by medical facxlltles located In the 
northern counties of Callfornla, and Hospital Service of 
Southern Callfornla processes claims submitted by those lo- 
cated III the southern counties of the State. 
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CHAPTER 2 

PROCEDURES FOR INITIATING, EXTENDING, AND 

TERMINATING NURSING HOME CARE 

UNDER THE MEDI-CAL PROGRAM 

Under the Medi-Cal program various medrcal servlces-- 
including nursing home care--are provided to eligible re- 
cipients. Nursing homes are generally defined as medlcal 
facilities in which convalescent or inpatient care is pro- 
vided to individuals who do not require hospital care but 
who are in need of certain medlcal care and services that 
cannot be provided in the individuals1 homes or in residen- 
tial- or custodial-type facilities. 

INITIATING AND EXTENDING 
NURSING HOME CARE 

Supplement D of HEWas Handbook of Public Assistance 
Administration provides that persons be admitted to nursing 
homes only upon the recommendation of a physician and after 
Joint conslderatlon by the physlclan and the social worker 
of the pertinent medical and social factors, including con- 
sideration of alternatlve arrangements for the patients' 
care. 

Under Medl-Cal regulations, approval by a State or 
county official (known as a Medi-Cal Consultant) to place 
a recipient in a nursing home must be requested within 
5 days after such placement. Most recipients are placed 
in nursing homes by their physicrans without prior approval 
from the Consultant and, contrary to HEW requirements, 
without discussing the placement with the social worker. 
A request for approval for nursing home care is subse- 
quently initiated by the operator of the nursing home and 
submitted to a Medl-Cal Consultant. Thls request is sub- 
mitted on a form entitled "Treatment Authorization and Pay- 
ment Request for Nursing Home Care"' (form MC 170). ThlS 

form is signed by the recipient's physician certifying that, 
in his oplnlone the recipient 1s in need of nursing home 
care. 



The Medi-Cal Consultant --usually a medical doctor em- 
ployed on behalf of the State or county--is responsible for 
reviewing the form MC 170 and determinlng whether the in- 
dlvidual for whom such care has been requested is in need 
of such care. Form MC 170 is to contain certain informa- 
tion concerning the medical history of the recipient. 
Under Department of Health Care Services guidelines, mea- 
sures suggested for makIng a proper determination concern- 
ing the needs of the individual for nursing home care range 
from reaching a decision solely on the basis of information 
contained on the form MC 170 to calling upon the local medm- 
cal society for its oplnlon on the case. In the final 
analysis, under State guldelines, the approval or dlsap- 
proval of a request for nursing home care rests with the 
Consultant. In fact, Medi-Cal regulatrons speclflcally 
prohibit the delegation of such authority to other indivld- 
uals. 

The initial approval for nursing home care by the Medi- 
Cal Consultant generally covers a Z- to 3-month period and 
approval for additional periods of time may be granted-- 
in 3-month Increments --upon submission of subsequent re- 
quests. After approval by the Consultant, four copies of 
form MC 170 are returned to the nursing home. At the end 
of each month, up to the maximum of 3 months, the nursing 
home operator completes the appropriate sections of one of 
the copies of the approved forms and submits it to the fls- 
cal agent for payment. The fiscal agent makes payment to 
the nursing home operator on the basis of the number of 
days for which services were provided to the reclplent as 
shown on the form MC 170. The fourth copy of the approved 
form MC 170 1s retained by the nursing home. 

TERMINATING NURSING HOME CAPE 

Under Medl-Cal regulations, nursing home operators are 
required to notify the Consultant of the death or discharge 
of a Medr-Cal recipient within 48 hours of such event. To 
achieve unlformlty in the reporting of such information, 
the Department of Health Care Services developed a form 
entitled "Medr-Cal Notification of Patient Dispositions' 
(form MC 171). Under a procedure establlshed by the Depart- 
ment of Health Care Services, the lndlvldual nursing home 
operators are to notify the Medl-Cal Consultant of 



termlnatlon of care, he,ln turn, 1s to forward copies of 
the form MC 171 to the county welfare office and to the fls- 
cal agent. 

Department of Health Care Services offlclals advised 
us that the fiscal agents (Hospital Services of Callfornla 
and Hospital Services of Southern Callfornla) requested 
that the form MC 171 not be submitted to them because they 
were not prepared to Incorporate this lnformatlon Into their 
claims processing system. In October 1968--the same month 
in which the standardized procedure for notlfylng the Medl- 
Cal Consultant of the death or discharge of a recipient was 
lmplemented-- the Consultants were instructed by the Depart- 
ment of Health Care Services to dlscontlnue submlttlng the 
form MC 171 to the fiscal agents, 
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CHAPTER 3 

NEED TO STRENGTHEN CONTROLS OVER 

APPROVAL AND PAYMENT FOR NURSING HOME CARE 

Our review revealed weaknesses in the practices and 
procedures for approving and paying for nursing home care 
under the Medl-Cal program in Alameda, Fresno, Los Angeles, 
and Santa Clara Counties in California. Also, no unifor- 
mity existed In the methods used In reaching decisions con- 
cerning the need for nursing home care for recipients. 

On the basis of our observations of approvals for 
nursing home care and the conclusions of studies 
counties In Callfornla that a high incidence of 
were not In need of such care, we believe that Medi-Cal re- 
cipients were receiving nursing home care without adequate 
determlnatlons that such care was warranted. 

In addltlon, we found 

--that Medl-Cal Consultants approved nursing home care 
for perrods after the date of death or discharge of 
the patients, 

--that, for 22 of 260 patient cases examined, fiscal 
agents paid claims covering perrods of time after 
the recipients had died or had been discharged from 
the nursing home; and, 

--that, for 12 of 76 patient cases examined, nursing 
homes received full payment under both the Medl-Cal 
and the Medicare programs for the same days of 
nursing home care. 

In view of the high incidence of cases in which pay- 
ments to nursing homes were questionable--about 10 percent 
of the 336 cases we examined--and in which weaknesses in 
procedures and practices were noted, we are of the opinion 
that the results of our review sufflclently demonstrate the 

J need for corrective measures to strengthen controls over 
the approval and payment for nursing home care. 
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On the basis of data obtalned from State agencies, we 
established that, on the average, there were about 35,000 
Medi-Cal patients in 1,250 nursing homes in California dur- 
ing each month of calendar year 1968. During this year, 
payments were made for nursing home care on behalf of ap- 
proximately 100,000 recipients that amounted to about $160 
million; the Federal share of these payments was about $80 
million. 

The details of our findings and weaknesses, with re- 
spect to the approving and paying for nursing home care un- 
der the program, follow. 

METHODS FOR DETERMINING NEED 
FOR NURSING HOME CARE 

As drscussed previously (see pp. 9 and lo), Medi-Cal 
Consultants approve or disapprove requests for nursing home 
care for program recipients. Guidelines issued by the De- 
partment of Health Care Services, among other things, allow 
the Consultant to reach a declslon concerning the need for 
nursing home care on the basis of the lnformatlon shown on 
the request form, form MC 170. This information 1s to in- 
clude (1) a diagnosis by the attending physician of the re- 
clpientss medical condition, (2) the location of the recip- 
ient prior to admission to the nursing home, (3) any func- 
tional limltatlons which the recipient may have, and (4) 
any special treatment or nursing procedures which the re- 
cipient may require. The guidelines provided to the Medl- 
Cal Consultants encourage, but do not require, Consultants 
or their duly authorized representatives (such as public 
health nurses or caseworkers) to visit the recipient for 
the purpose of evaluating his need for nursing home care. 

In two of the four counties included In our review, 
county officials advised us that, in making an initial de- 
cision concerning whether nursing home care was needed, a 
registered nurse or Medl-Cal Consultant vrslted the reclpl- 
ent. In the third county, a county official advised us 
that the lnltial approval of nursing home care was granted 
after the welfare caseworker--generally a nonmedical per- 
son--visited the reclplent and recommended approval of such 
care. In the fourth county, a county offlclal advlsed us 
that the lnitlal decision concerning the need for nursing 
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home care was generally made on the basis of information 
contained in the request for such care (form MC 170) but 
that a vlslt was seldom made to the recipient. 

With respect to the approval of nursing home care, 
Medl-Cal regulations require that the Medl-Cal Consultant 
review requests for such care and provide that the authority 
to approve the request not be delegated. We found that (1) 
in two of these counties the Consultant was approving re- 
quests for nursing home care, (2) in one county either a 
Consultant or a public health nurse was approving requests 
for nursing home care, and (3) in one county the Consultant 
was approving only initial requests for nursing home care, 
and medical-social workers or trained clerical staff of the 
county were approving most of the requests for an extension 
of such care. 

During the period July 1968 through March 1969, one of 
these counties reported to the Department of Health Care 
Services that about 70,000 requests for nursing home care 
had been approved. About 54,000 of these requests, or about 
77 percent, represented an extension of previously approved 
care Officials of the county advised us that, for the 
most part, the extensions were approved by persons who--ac- 
cording to Medi-Cal regulations--were not authorized to 
grant such approvals The officials advised us further 
that, because of the large number of Medl-Cal patients m 
the county, it was impossible for the Consultant to review 
all requests for nursing home care. 

In another of these counties, about 12,000 requests 
for nursing home care had been approved during the period 
July 1968 through February 1969. Officials of that county 
advised us that approximately half of these requests, or 
about 6,000, had been approved by registered nurses. We 
were advised also that registered nurses were approving re- 
quests for such care because of a shortage of Meda-Cal Con- 
sultants 

We recognize that the absence of visits to recipients 
by a Consultant or a duly authorized county representative 
or the failure of the Consultant to personally approve re- 
quests for nursing home care does not demonstrate that such 
care was not, in fact, needed. Nevertheless, it is our 
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opinion that, in view of the slgnlflcant amount of expendl- 
tures under the program for nursing home care, such visits 
and level of approval would serve as an important control 
to help ensure that only those in need of such care are ac- 
tually being served. The need for this level of approval 
was recognized by the State when it established such a re- 
quirement for the Medl-Cal program. We note that, in an 
effort to improve this aspect of the program, the Department 
of Health Care Services is activating medical-social review 
teams to complement the work of the Medl-Cal Consultants. 

The need for improvements in the present system of ap- 
proving nursing home care for Medl-Cal recipients yas re-, 

o the State in an HEW Audit A~cy r-t dated _ 
1969, on l?%?%$%%-o~Medi-Cal program. In 

that report the HEW Audit Agency pointed out that the re- 
sults of nursing home studies conducted by three counties-- 
two of which (Alameda and Santa Clara) were included in our 
review-- indicated that slgnlflcant numbers of Medl-Cal re- 
cipients who were in nursing homes did not appear to be in 
need of such care. In Santa Clara County, an evaluation of 
the records of 96 program recipients indicated that 34, or 
about 35 percent, were not in need of nursing home care and 
should be discharged or relocated in other types of faclll- 
ties, such as boarding homes. In San Diego County, an 
evaluation of the records of 426 recipients indicated that 
93, or about 22 percent, were not in need of nursing home 
care. In Alameda County, an evaluation of the records of 
275 recipients indicated that 56, or 20 percent, were not in 
need of nursing home care. 

The HEW Audit Agency report stated that the basic rea- 
son for the large number of persons in nursing homes who 
did not need such care appeared to be related to the lack of 
acceptable alternate facilities in which to place these re- 
cipients. The report added, however, that a lack of coor- 
dination between those lndlvlduals who are responsible for 
determining the type of care those recipients require (at- 
tending physlclans, Medi-Cal Consultants, and social workers) 
may also have contributed to the placement of recipients in 

/ nursing homes who may not have been in need of such care. 

J 
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APPROVAL OF CARE AFTER 
PATIENTS' DEATH OR DISCHARGE 

We noted that, In some cases, Medi-Cal Consultants (or 
other county representatives) approved requests for addi- 
tional nursing home care even though the patient had died 
or had been discharged from the nursing home. 

As noted earlier (see p. lo), nursing home operators 
are required to notify the Consultantiwithin 48 hours of the 
death or discharge of Medi-Cal recipients. Such notice was 
to be given through the use of form MC 171. Although in- 
formation on the termination of care to patients was being 
provided to the Consultants within the specified 48 hours, 
we noted instances where the information relating to the 
death or discharge of patients was apparently not being 
used by Consultants in acting upon subsequent requests for 
the approval of nursing home care. Consequently, Medi-Cal 
Consultants approved some requests for nursing home care 
even though the patient had died or had been discharged 
from the nursing home. Following are several examples of 
nursing home care approved after the patient's death or 
discharge for future periods of time. 

Date of 
Medi-Cal death or 
patient discharge 

A l-10-68 
B 11-14-68 
C 8-18-68 
D 12- 6-68 
E 3- 5-69 

Date ad- 
ditional 

nursing 
home care 

was ap- 
proved 

Number of days 
elapsed between 
date of death 

or discharge and 
date of approval 

(note a> 

4-23-68 104 
3-24-69 130 
9-17-68 30 
l- 8-69 33 
3-26-69 21 

aThe nursing homes in these cases did 
program for services beyond the date 
of the patient. 

not bill the Medl-Cal 
of death or discharge 

We recognize that it seems improbable to have a nursing 
home, on one hand, notify the Consultant of the death or 
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discharge of a patlent and to have that same nursing home, 
on the other hand, subsequently request and obtain the Con- 
sultant's approval for the contlnuatlon of nursing home 
care. Nevertheless, this sltuatlon occurred and further 
Illustrates, in our opinion, the lneffectlveness of the 
present system of controls In approving nursing home care 
under the program. 

PAYMENTS AFTER PATIENTS' 
DEATH OR DISCHARGE 

Our review revealed that nursing homes claimed, and 
were paid under the Medl-Cal program for, nursing home care 
after the patients had died or had been discharged from the 
nursing home. This condltlon, In our oplnlon, was caused, 
in part, by the failure of the Department of Health Care 
Services to adequately assure itself that the fiscal agent 
had establlshed adequate controls to preclude such payments. 

Of 260 Medl-Cal reclplents who had received nursing 
home care, we found 22 cases In which nursing home opera- 
tors were paid for periods of time after the reclplents' 
death or discharge. Our selection of the cases reviewed 
was made of all reclplents for whom services were recently 
terminated and for whom records were available In the 10 
nursing homes at the time we made our visits The number 
of days of care for which these nursing homes were paid af- 
ter services had been terminated ranged from 1 to 21 days, 
and the amount of payments ranged from $11 to $289. In to- 
tal, 123 excess days claimed resulted In excess payments of 
$1,577. The following schedule presents this lnformatlon 
for each county, 

Number of cases 
Number of in which payments 

Nursing patient were made for Excess 
homes cases periods after death Days Amount 

County vlslted examined or discharge claimed paid 

Alameda 2 53 4 24 $ 330 
Fresno 2 21 1 16 188 
Los Angeles 4 128 9 30 354 
Santa Clara 2 58 8 53 - 705 - - 

Total 123 $1.577 -- 
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In 20 of the above 22 cases, neither the nursing home nor 
the fiscal agent was aware of the overpayments, and in two 
cases, the nursing home-- upon discovery of the error--had 
initrated action to offset the excess amounts paid against 
subsequent claims. Officials of the fiscal agent advised 
us that they would make the necessary adJustments for the 
excess amounts paid In the cases we identified. The fol- 
lowing schedule shows the range of excess days. 

Number of 
recipients 

Number of 
excess 

days paid 

12 1 
5 2 to 10 
4 11 to 20 
1 21 

HEW has not issued any speclfrc guidance to the States 
on the payment polrcy to be followed in paying for care on 
the date of admission or the date of discharge. Department 
of Health Care Services offrcrals advised us that, from the 
beginning of the Medl-Cal program, it had been therr policy 
to pay nursing homes for the date of admrttance but not for 
the date of death or discharge of the patient. Although 
this policy had not been included in the Medl-Cal regula- 
tions, these offlcrals advised us that the fiscal agents 
had been informed of this policy on several occasions since 
the inception of the program In March 1966. In November 
1966, Hospital Service of Southern Callfornla advised the 
nursing home operators located in its geographrcal area 
that payment would not be made for the last day of nursing 
home care. Hospital Service of California offrclals, on 
the other hand, advised us that they had not issued such a 
statement to the nursing homes operators in its area. Hos- 
pital Service of California officials stated, however, that 
their claims examiners were instructed to disallow claims 
for the last day of care. These officials added that they 
were aware that thus policy had not been consistently ap- 
plied by their claims examiners. 
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In dlscusslng the cases of overpayment with the varl- 
ous nursing home offlclals, we were told that the excess 
claims were generally caused by errors made by their clerl- 
cal staff and the fiscal agents' inconsistency in paying 
claims, Fiscal agent offlclals advlsed us that they had 
processed these claims because they had no way of knowing 
that a patlent had died or had been discharged and that the 
claims were submltted on an approved form MC 170 

Under exlstlng procedures, the fiscal agents must rely 
solely upon the nursing home operators to submit accurate 
lnformatlon relating to the period of trme for which nursing 
home care 1s provided to the program reclplent. Such lnfor- 
matlon 1s not submltted to the fiscal agent from any other 
source (such as the county soclalworker or Medl-Cal Consul- 
tant), nor are any perlodlc examlnatlons performed by the 
fiscal agent for the purpose of ascertalnlng when service to 
a reclplent was dlscontlnued. 
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PAYMENTS BY BOTH MEDICARE AND MEDI-CAL PROGRAMS 

Our review shoyed that nursing home operators were be- 
ing paid for nursing home care to certain patients for the 
same periods of time by both the Medicare and Medi-Cal pro- 
grams. 

As part of our review of the controls that the State 
and/or fiscal agents established for the purpose of ensur- 
ing that payments to nursing home operators were correct, 
we selected records of 76 recipients who had recently re- 
ceived nursing home care under the Medicare program prior 
to becoming Medi-Cal recipients. In 12 cases, the nursing 
home operators had received full payment under both programs 
for services provided to the recipient on the same days. 
In eight of the 12 cases, erroneous payments were made only 
for the last day of care under the Medicare program and the 
first day of care under the Medi-Cal program; however, in 
the remaining four cases , payments were made under both pro- 
grams for 12, 25, 26, and 60 days. Erroneous payments 
ranged from about $21 to $817 and totaled $1,699. 

The following schedule shows the payments made under 
the Medi-Cal program for which payments were also made under 
the Medicare program. 

County 

Number of cases 
Number in which payments 

of were made under 
Nursing ca5es both Medicare Excess 
homes ex- and Medi-Cal MYS Dollars 

visited aml;ned for the same days claimed paid 

Alameda 2 8 2 13 $ 178 
Fresno 2 6 1 26 324 
Los Angeles 4 54 8 32 380 
Santa Clara 2 - 8 1 60 817 - - 

Total 1?)1 $1.699 
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Officials of the fiscal agent advised us that their 
procedures requrred the nursing home operators to show, on 
their claims for payment under Medicare, whether the reclp- 
lent was also eligible for coverage under another program. 
In these cases, a copy of the MedIcare claim was sent to 
the fiscal agent's organlzatlon responsible for making pay- 
ment under the Medl-Cal program. These offlclals added, 
however, that, when the nursing home operator falls to In- 
dicate that the recipient 1s ellgrble for assistance under 
another program, the claim 1s processed and no effort 1s 
made to determine whether payment for the service is being 
claimed (or had been paid) under another program. These 
officials advised us that they would initiate action In all 
cases cited by us for the purpose of offsetting the over- 
payments against future nursing home claims. 

We discussed this matter with the offlclals of the 
nursing homes who stated that they were unaware that over- 
lapping claims were made and could offer no explanation as 
to why such claims had been made. 

Representatives of the fiscal agents acknowledged the 
weaknesses in their claims-processing system and stated that, 
in their opinion, inadequate billing rnstructlons to their 
claims examiners and to the nursing homes m their geograph- 
ical areas were responsible, to a great degree, for the de- 
flclencles noted, We were advised by Hospital Service of 
California that it is in the process of preparing a nursing 
home billing procedures manual to assist nursing homes. In 
addltlon, both fiscal agents advised us that they plan to 
conduct workshops designed to train nursing home personnel 
in the proper procedures to be followed In the submlsslon 
of claims for nursing home services. We were advised fur- 
ther that claims-processing manuals were being developed or 
updated for the guidance of the claims examiners. 

We belleve that the actions proposed above should help 
to strengthen controls over the processing of Medl-Cal 
claims for nursing home services. We believe, however, that 
a need exists --in the admlnlstration of this aspect of the 
program --for (1) promptly notifying fiscal agents of the 
date of termination of nursing home care so that payments 
to nursing homes are not made for services beyond that date 
and (2) coordlnatlon between the Medicare and Piedi-Cal 
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paying agents so that payments are not made to nursing 
homes for the same day of care under both programs. 

Department of Health Care Services offlclals advrsed 
us that- they had not revlewed county operations with re- 
spect to the procedures for approving nursing home care. 
These offlclals added that a Bureau of Field Services was 
establlshed under their Department In July 1968 to perform 
perlodlc examlnatlons of the admlnlstratlon of the Medl-Cal 
program and to rnltlate such corrective measures as were 
warranted by these examrnatlons, Although the Bureau was 
establlshed In July 1968, we were advlsed by State offl- 
clals that the lack of avaIlable staffing precluded the Bu- 
reau from performlng perrodlc examlnatlons of the program 
admlnrstratlon, lncludlng reviews of the Medl-Cal Consul- 
tantsD activities. 

These offlclals added that Bureau offlces would be es- 
tablished In selected regions of the State for the purpose 
of provldlng direct assistance to counties In their admln- 
lstratlon of the Medl-Cal program, In addition, we were 
Informed that the Bureau plans to develop and issue to the 
counties speclflc rnstructlons and standards governing the 
counties' responslbllltles for the review and approval of 
nursing home care for program reclprents. 

With respect to excess payments for nursing home care, 
Department of Health Care Services offlclals -Lnformed us 
that, at -cheer dlrectlon, the fiscal agents were conducting 
audits of nursing homes partlclpatlng In the Medl-Cal pro- 
gram. These offrcrals stated that such audits would In- 
clude an examlnatlon of claims for services submltted by 
nursing homes, In addltlon, attention would be directed 
to ascertalnlng whether the nursing home operators claimed 
payment for services under both the Medlcare and the Medl- 
Cal programs. 

Department of Health Care Services offlclals added 
that, as a result of our bringing to their attention ex- 
amples of cases In which excess payments were made to nurs- 
ing homes for services bllled beyond the date of death or 
discharge of the reclplent, procedures would be developed 
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to provide the fiscal agents with informatIon on the final 
date that services were provided to recipients by the nurs- 
mg homes. 

CONCLuSIONS 

Thee cost of nursing home care represents a significant 
portion of expenditures for the Medicaid program, Weak- 
nesses in the administration of nursing home care can, 
therefore, result in significant losses of funds. During 
our review of the procedures for mitlating, termlnatlng, 
and paying for nursing home care under the Medr-Cal program, 
we noted program weaknesses relating to each of these as- 
pects of the program. Also, we noted no uniformity for 
making determlnaclons concerning the necessity for nursing 
home care. On the basis of our observations of approvals 
of nursing home care and conclusions of studies by three 
counties that a high percentage (35, 22, and 20 percent) of 
patients were not in need of such nursing care, we believe 
that Medl-Cal recipients are being admitted to nursing homes 
without adequate determinations being made by appropriate 
authorities that such care is warranted. 

In our opinion, the weaknesses noted In this report 
can be attributed, at least In part, to the absence of SW- 
crflc guidance to the States by mW in controlling nursing 
home admissions, termlnatlonsg and payments or in evaluat- 
ing the adequacy of the 1mplementat;on of guidelines. We 
believe that appropriate standards should be formulated by 
HEW to require (1) the fiscal agent and/or the State agen- 
cies responsible for making Medicaid payments to be advised 
timely of all deaths and dascharges of Medicaid patients 
receiving nursing home care and (2) the establishment of 
controls to avoid duplicate payments for nursing home care 
under the Medicare and MedIcaId programs. 

We believe also that the guidelines relating to the 
placement and retention of Medicaid recipients in nursing 
homes should be evaluated, in light of the condltlons noted 
rn this report, to ascertain whether the problems experl- 
enced under the Medicaid program In California were caused 
by any Inadequacy in the existing guidelines which may have 
led to the failure of the State to properly implement them. 
Approprfate action, based upon the findings of such eval- 
uation, should then be taken. 

J 

J 

J 
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CHAPTER 4 

RECOMMENDATIONS, AGENCY COMMENTS AND ACTION 

Ji 

RECOMMENDATIONS TO THE SECRETARY 
OF HEALTH, EDUCATION, AND WELFARE 

We recommend that, to Improve the admlnlstratlon of the 
Medlcald program, the Secretary of HEW w for the-- 

or evaluation by the Social and Rehabllltatron 
Service of admlnlstratlTe and program requirements for the 
States' use In (1) approving the lnltlal placement of 
MedIcaId reclprents In nursing homes, (2) approving the ex- 
tension of care In nursing homes, and (3) paying for nurs- 
ing home care. 

t// 
We recommend also that, In HEW's monltorlng-&-SQZe 

Medicaid actlvltles, the Secretary provide measures de- 
iiX@iZd-?o (l~-~~lne the extent to which HEW standards 
are being implemented and (2) effect corrective action 
where warranted. 

AGENCY COMMENTS AND ACTION 

By letter dated April 20, 1970, the Assistant Secre- 
tary, Comptroller, HEW, furnished us with HEW and Depart- 
ment of Health Care Services comments on our findings and 
recommendations. (See apps. I and II.) 

HEW advised us that, In accordance with our suggestion, 
It had evaluated the Social and Rehabllltatlon Service pol- 
icy relating to the placement and retention of MedIcaId 
reclplents In nursing homes and that, In Its oplnlon, the 
guidelines provided to the States were adequate, If fol- 
lowed, 'to ensure that proper determlnatlons are made con- 
cerning the need for skilled nursing care. HEW concluded 
that both the Servrce's policy and the State's guldellnes 
were not being followed In many instances by county agen- 
cles and personnel and that this had resulted In the defl- 
ciencies, as discussed In the report, relating to approving 
admissions to, and authorrzlng continued care of patients 
=-b skilled nursing homes. 
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The State advised HEW that special efforts were bemg 
undertaken through field visits, consultant conferences, 
and other means to improve the processes of authorization 
and reauthorization of skilled nursing home care. Although 
not planning to develop additional guidelines rn this area 
at this time, HEW informed us that it would continue to 
evaluate the adequacy of existing guidelines in light of 
information developed through rts monitoring of State pro- 
grams or through other sources. 

Both HEW and the State concur in our recommendation 
that guidelines be developed to avoid improper payments for 
nursrng home care. The State advised HEW that it had re- 
instituted instructions requiring that the notification of 
patient disposition (form MC 171) be drstrrbuted to the 
fiscal ~ntermedlarles, which should result In better con- 
trol of bllllngs after death or discharge of recipients. 
The State advised HEW also that it was attempting to re- 
solve the problem of dupllcatlng Medicare and MedicaId pay- 
ments by working with the sntermediarres on refinement of 
computer controls. 

HEW stated that the recent reorganization of the cen- 
tral office of the Medical Services Administration, Social 
and Rehabilitation Service, recognized the need for the 
development of payment procedures and controls and consul- 
tation with State agencies on management systems. HEW 
stated further that, as proJected staff increases are real- 
ized and the newly formed Division of Management Informa- 
tlon and Payment Systems and Dlvlslon of Technical Assls- 
tance and Training become operational, it was expected that 
problems in timeliness of approvals and controls over pay- 
ments, such as those pointed out In the report, would re- 
ceive high priority and could be handled more effectively 
than In the past. 

In commenting on our recommendation relating to HEW's 
monitoring of State Medicaid actlvlties, HEW stated that 
the Social and Rehabllltatlon Service had advised States of 
the need for corrective action where It had been found that 
HEW guidelines were not being properly implemented, Also, 
as staff increases are realized, it is expected that moni- 
toring of the States! programs will be more effective. 

25 



The admlnlstratlve actlons taken or promised by HEW 
and the State should tend to reduce the types of payment 
errors discussed In this report, Also, the recent reorga- 
nlzatlon of the Medical Services Admlnlstratlon and the 
flllrng of additional staff posltlons should permit HEW to 
increase Its monitoring of Medlcald actlvitles. 
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5 CWTER 

SCOPE OF REVIEW 

Our review conslsted principally of examlnlng into the 
practices and procedures followed by the counties (1) in 
evaluating the basis upon which nursing home care is ap- 
proved, (2) in terminating payments for care to patients 
who had died or had been discharged from nursing homes, and 
(3) in paying for nursing home care for reclplents covered 
under the Medicare and Medicaid programs. 

Our review was performed at the HEW headquarters in 
Washington, D.C., the State agency offices in Sacramento, 
California, and at county welfare offices and selected nurs- 
ing homes in Alameda, Fresno, Los Angeles, and Santa Clara 
Counties o These four counties were selected because they 
accounted for about 50 percent of the amounts pard to nurs- 
ing homes in the State of California for services rendered 
to reclplents under the Medl-Cal program. 

As part of this review, we examined into the basic leg- 
islation authorizing the Medicaid program; examined perti- 
nent records and documents; and discussed with HEW, State, 
and county offlclals matters relative to the administration 
of the program. We also reviewed records at the county of- 
fices, the offices of the fiscal agents, and selected nurs- 
ing homes. 
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APPENDIX f: 
Page 1 

DEPARTMENT OF HEALTH, FDUCATION. AND WELFARE 

WASHINGTON, D C 20201 

OFFICE OF THE SECRETARY 

APR 20 1970 

Mr. John D, Heller 
Amnstant Director 
Civil Division 
U. S. General Accounting Office 
Washington, D. C, 20548 

Dear Mr. Heller: 

The Secretary has asked that I reply to the draft report 
of the General Accounting Office on its determznation of 
the need for improvements in controls over peqments for 
patient days of ntxrslng home c-e under the ledfca%d 
progmm in California, 

Enclosed are the Department~s comments on the findings and 
recommendations in your report, including; the response by 
the Degarkent of Health Care Services of the &ate of 
California, 

We appreciate the oppa&unity to review and ccamnent on 
your draft report and welccwd your suggestion that the 
appmqxriate State officials be afforded the sane 
oppurtunity. 

Sinceref$ yours, 
+--- 

/ JamesF$kell@ 
/ Assistant Seeetary, Comptroller 
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COMMENTS ON GENERAL ACCOUNTING OFFICE DRAFT REPORT 

NEED FOR IMPROVlWENTS IN CONTROLS 
OVER PAYMENTS FOR PATIENT DAYS OF NURSING 

CARE UNDER Tm MEDICAID PROGRAM IN CALIFORNIA 

The draft of the General Accounting Office report on Its review m 
Callfornla points up problems m the approval of nursing home care 
for Medlcald patients and attendant problems of payment. The GAO 
concludes that the weaknesses noted during Its review are attributed, 
at least in part, to the absence of speclflc guidance to the States 
by HEW in controlling nursing home admlsslons, terrmnatlons, and 
payments or In evaluating the adequacy of the Implementation of those 
guldellnes which had been promulgated. 

GAO recommends that SRS develop or re-evaluate crlterla used by the 
States in approving the lnltlal placement, and contmnuatlon, of 
Medlcald reclplents In nursing homes and In making payments for such 
care. It 16 recommended also that, in monltorlng the State's MedIcaId 
programs, HEW determlne the extent to whch gcudellnes have been 
implemented by the States and to obtain corrective action where 
warranted. 

SRS policy--mentIoned by GAO on page 6 of Its draft report--which 
1s intended to guide State and local agencies m approving adrmsslons 
to and authorlzlng continued care of, patients m skilled nursing 
homes, provides that (underscoring supplied) 

Long-term care of patients in medlcal lnstltutlons 1s provided 
in accordance with procedures and practices that Include the 
following 

0) 

(2) 

(3) 

Care 1s authorized only on recommendation by a physlclan 
and after ;lomt consideration by the physlclan and the 
social worker of the pertinent medical and social factors, 
lncludlng conslderatlon of alternatlve arrangements for 
the patient's care. 

There 1s a medical-social plan for each patlent which 
includes consideration of alternate types of care and 
whch 1s reassessed perlodlcally. 

In making placements, the record 1s precise as to the 
medical reason for admlsslon. It shows what alternative 
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(4) 

(5) 

APPENDIX I 
Page 3 

methods, such as family care home, social care lnstltu- 
tlon, home health axde, homemaker, etc., have been 
considered by the adrmttlng physlclan and the caseworker 
and speclfles the medxal-social plan of treatment for 
the xndlvldual. 

Each patient 1s under the care of a physlclan who has 
responslblllty for contxxued medxal care and planning 
for that patient, and who visits him at least once a 
month, 

There 1s a perlodlc review of the care, treatment and 
plan for each patient by a physlclan, nurse and social 
worker, acting as a team. 

The GAO draft report states that most Medl-Cal recipients are placed 
in. nursing homes without prior approval and without discussIng the 
placement with the social worker. The request for authorlzatlon 1s 
lnlt~ated by the nursxtg home operator wrthrn 5 days after admission. 
Requests for extension are also lnltlated by the nursing home. 
There 1s no lndlcatlon that the patient's physician and caseworker 
have a regular role in this process and the GAO reports that in at 
least one county, extensions were approved by persons not authorized 
to grant such approvals. 

We share the concern expressed by the GAO over the lack of vlslts 
to patients and the approval of care after death or discharge of the 
patient. The lack of lndlvldual attention to nursing home patients 
by State or local agency staff members continues to be a serious 
weakness in the Medicaid program and a source of problems with 
respect to payments for care as well as the well-being of patients. 
Serious questIons are raised by the cases cited in the report in 
whxh extensions of authorlzatlon for skilled nursmg home care were 
issued after the patient had died or been discharged from the home. 

We have evaluated the SRS policy as it relates to admissions to 
nursing homes and extensions of nursing home care. In our opmlon, 
the guudellnes provided to the States are adequate, if followed, 
to ensure that proper detemnatlons are made by appropriate 
authorltles relating to the need for skilled nursing care. From 
the findings and discussion in the draft report, it seems to us 
that both the SRS policy and the guudellnes Issued by the State 
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agency are not being followed In many xxtances by county agencies 
and personnel. The State agency lmpllcltly acknowledges tbx m Its 
comments to us on the GAO draft report and advises that special 
efforts are bextg undertaken through field vlslts and cons-ultatlon 
to improve the processes of authorlzatlon and reauthorlzatlon of 
skllled nursing home care. Accordmgly, at this tune we do not 
plan to develop addltlonal guldelules In ths area. We will, how- 
ever, continue to evaluate the adequacy of these gLZldellnes In 
light of lnformatlon brought to our attention through our contmnu- 
mg monltorlng of State programs or from other sources. 

We agree that HEN wdelmes are needed with respect to payment 
procedures and controls. The GAO report discusses problems of 
dupllcatlng Pledxare and Medl-Cal payments and inadequacies In 
procedures for termlnatmg payments when the patlent's care IS ended 
by death or discharge from the nursing home. With regard to the 
problem of dupllcatlng Medicare and Medl-Cal payments, the State 
agency 1s aware of this problem, as lndlcated in their comments to 
us on the draft report, and 1s attemptlng to resolve It by working 
with the lntermedlarles on refinement of computer controls. The State 
has also relnstltuted lnstructlons reqanng that the notification 
of patient disposition (MC-171) be dlstrlbuted to the fiscal 
lntermedlarles and antlclpates better control of bllllngs after death 
or discharge of beneflclanes. 

The development of payment procedures and controls and consultation 
with State agencies on management systems has been recognized as a 
gap in the role of the Medical Servxes Admlnlstratlon Central Office. 
The recent reorganlzatlon of MSA has given much greater emphasis 
to these functions. As the proJected staff increases are realized 
and MSA's newly formed Dlvlslon of Management Information and Payment 
Systems and Division of Technlcal Assistance and Tralnlng become 
operational, it 1s expected that problems In tlmellness of approvals 
and controls over payments, such as those polnted out m this report, 
will receive high prlorlty and can be addressed much more effectively 
than in the past. 

Concerning GAO's recommendation relating to HEW's program for monltor- 
lng State MedIcaid actlvltles, SRS has advxsed States of the need for 
corrective actlon in any areas where It has been found that HEN guxde- 
lines were not being properly Implemented. Again, as staff xncreases 
are realized It 1s expected that our monltorlng of the programs wsll 
be more effective. 

Attachment 
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STATE OF CALIFORNIA--HUMAN RELATIONS AGENCY RONALD REAGAN Gorsrnw 
--_ -- -- ---- -- 

DEPARTMENT OF HEALTH CARE SEWVKES 
715 P STREET 
SACRAMENTO CALIFORNIA 95814 

Januarv 16, 1970 

Miss Gene Beach 
Associate Regional Conmnssioner 
Medxal Services Adminlstratlon 
Social and Rehabllltatlon Service 
Department of Health, Education and WeIfare 
Federal Building, 50 Fulton Street 
San Francisco, California 94102 

Dear Mxss Beach 

This is in response to your request (Ref. SRS-1X-14) that we comment upon 
the General Accountrng Office’s (GAO) draft report on their recent review 
of Medx-Cal’s controls over payment for patlent days of nursing home care. 
We apprecxate both the opportunity to comment upon this draft and the addr- 
tionalt time allowed us for completing this review 

The Medi-Cal progrm welcomes review of its payments method system and 
appreciates the efforts of the GAO auditors in bringing their frndrmgs to 
our attentron. We do concur with the conclusions and recormnendations at 
the close of the draft report and we share zn concern over the number of 
instances in which overpayment is found 

Our present audrt controls are deslgned to detect Improper payments made 
to providers, but we have not yet perfected a preventive mechanism which 
precludes all payment of double bllllngs We have reinstituted instructions 
which require MC-171 (Notification of Patient Disposition) drstrlbution to 
our fiscal rntermedlarles and antrclpate better control of billings after 
death or discharge of beneficrarxes Cur fiscal lntennedlarles are attempt- 
ing to lnltlate computer and other controls which ~nll further reduce the 
types of overpayments noted zn the draft report The problems of control 
through computer analysis are many They are complicated by a multxtude 
of factors such as numerical code systems which do not ldentlfy beneficiaries 
recezvlng institutional care OP the beneficiaries’ ever changing medxal 
condltlon. A further difficulty in lmplementlng preventive computer control 
of overlappxng payments between Medicare and Medl-Cal is the multlpllclty of 
carriers and intermediaries, An obvious solutron to this problem would be 
a single integrated payment system in California for cases involving cross- 
over benefits of these programs. 

Despxte current medical review and authorlzatron systems, we realize that 
some beneficiaries are authorized care in slcilled nursing homes when the 
need for su( h care may be medically questionable We must D however, guard 
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agaxnst any nonmedical finding that a given patient does not qualrfy for 
nursing home care, and weight must be given to the medical judgment of the 
attending physician. 

The draft audit report correctly stated that nursing home placement is re- 
viewed by a state or county employed edi-Cal consultant. The Medi-Cal 
program is attempting through field visits, periodic consultant conferences, 
and other means to enable these Medi-Cal consultants to make sound decisions 
in a uniform manner. While some problem6 remain, we are continuing our 
efforts to improve the eystem of uniform decision making with respect to 
nursing home placement and the other prior authorization facets of this 
program. 

Coupled with efforts to improve the Medi-Cal consultant phase of our program, 
the Department is activating medical-social review teams which are scheduled 
for early implementation and full operation by July 1970. Through this 
mechanism, we plan to canplement the work of the Medi-Gal consultant, the 
facility’s utilization review committee, and the fiscal intermediary. 

California will develop an intermediate care program as soon as legislative 
approval is obtained and a timetable set for implementation. Hopefully, 
this will increase the opportunity for alternate placement of program ben- 
eflcxaries whose physical condition now precludes placement in residential 
settings. 

If we can be of assistance to the Federal Government in developing, field 
testing, or reviewing guidelines which might inprove the effectiveness of 
Title XIX prograam, we would be pleased to participate. 

Sincerely , 

CAWL E. 11. MULDSR 
Director 
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PRINCIPAL OFFICIALS OF THE 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE HAVING 

RESPONSIBILITY FOR THE ACTIVITIES 

DISCUSSED IN THIS REPORT 

Tenure of Office 
From To - 

SECRETARY OF HEALTH, EDUCATION 
ANDWELFARE: 

Robert H. Finch Jan. 1969 June 1970 
Wilbur J. Cohen May 1968 Jan. 1969 
John W. Gardner Aug. 1965 May 1968 

ADMINISTRATOR, SOCIAL AND 
REHABILITATION SERVICE: 

John D. Twlname 
Mary E. Swltzer 

Mar. 1970 Present 
Aug. 1967 Mar. 1970 

U S. GAO, Wash , UC 
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