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DURABLE MEDICAL EQUIPMENT COMPANIES
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WEDNESDAY, APRIL 24, 2013

5

United States Senate,

6

Subcommittee on Financial and Contracting Oversight,

7

Committee on Homeland Security and Governmental Affairs,

8

Washington, D.C.

9

The Subcommittee met, pursuant to notice, at 10:04

10

a.m., in Room 342, Dirksen Senate Office Building, Hon.

11

Claire McCaskill, Chairman of the Subcommittee, presiding.

12
13

Present:

Senators McCaskill, Baldwin, and Johnson.

OPENING STATEMENT OF SENATOR McCASKILL

14

Senator McCaskill.

The hearing will come to order.

15

This is the first hearing of the Subcommittee on

16

Financial and Contracting Oversight.

17

Senator Johnson and I are glad to have the opportunity to

18

serve in this regard and I know I can speak for him in this

19

way, that we both want to figure out ways that the

20

Government behaves better with taxpayer dollars, and that is

21

what this Subcommittee is all about.

22

to be responsible and fair, but at the same time be very

23

aggressive about finding ways that the Government can save

24

money in the way they spend hard-earned taxpayers' dollars.

25

I know that both

We will work very hard

This charter of this Subcommittee is to ensure that

2
1

that money is spent wisely and effectively, and we will

2

continue to conduct investigations and hold hearings that

3

will help fight and end some of the waste and some of the

4

fraud in both Government and the private sector that

5

contracts with the Federal Government.

6

We are not interested in making life difficult for

7

companies that do not enjoy profit as a result of their work

8

on behalf of the Federal Government.

9

the Federal Government, the Federal Government has the right

But if you work for

10

to demand standards and to demand accountability, because,

11

ultimately, you are, in fact, enjoying taxpayer funding.

12

Today's hearing will focus on how the Centers for

13

Medicare and Medicaid pay businesses who supply durable

14

medical equipment, such as diabetic testing materials,

15

machines that assist with sleep apnea, back braces, and

16

power wheelchairs to Medicare beneficiaries under Medicare

17

Part B.

18

equipment suppliers market and promote these products to

19

patients and their doctors.

20

The hearing will also examine how these medical

Medicare is a vital safety net for the elderly and the

21

medical equipment provided to beneficiaries at a low cost to

22

them can improve their quality of life and prevent costly

23

visits to clinics and hospitals.

24

in the law and inadequate oversight may be allowing some

25

companies to exploit Medicare for their personal gain.

Unfortunately, loopholes

3
1

Most Americans have seen ads on TV or received calls or

2

letters promising medical equipment at little or no cost to

3

you.

4

that there is always a cost to you because it is taxpayer

5

dollars.

6

and ultimately will be paid for by the American people.

7

What is never made fully clear in these materials is

The products provided will be billed to Medicare

Last year, the Federal Government spent nearly $9

8

billion on payments for medical equipment under Medicare

9

Part B, and we are not even sure about that figure.

CMS

10

estimates that as much as 66 percent of this, almost $6

11

billion, may have been improperly paid to companies who

12

submitted claims for equipment that was not medically

13

necessary, was not properly justified, or was never even

14

delivered.

15

One significant concern is that the prevalent practice

16

among some medical equipment companies is that they

17

aggressively call, e-mail, and write Medicare beneficiaries

18

to directly market their products.

19

practice from Dr. Charlotte Kennedy of Chesterfield,

20

Missouri, who wrote to me about companies who were calling

21

her patients to badger them into asking for medical

22

supplies.

23

companies asking her to sign prescriptions for these

24

patients so that the companies can bill Medicare.

25

I first learned of this

Dr. Kennedy has been besieged by faxes from

After I heard from Dr. Kennedy, I reached out to my

4
1

constituents to find out if they had experienced similar

2

problems.

3

replies.

4

her 87-year-old mother, Carol Hughes, in Southwest Missouri.

5

Ms. Anderson and her mother get as many as three to four

6

calls from medical marketing companies every single day.

7

They are on the Federal Trade Commission's "Do Not Call

8

List" and have repeatedly told companies they are not

9

interested in their products and have asked to have their

In less than two weeks, I had more than 150
Among them is Victoria Anderson, who lives with

10

names removed from all company call lists.

But the calls

11

have not stopped.

12

mother would report these companies, but they cannot figure

13

out their names.

14

identify the companies they are working for, the people on

15

the other end of the line refuse to give them a straight

16

answer.

Ms. Anderson told us that she and her

When they ask the telemarketers to

17

Medicare prohibits these type of phone calls unless the

18

patient has given their prior written consent or the company

19

has provided medical equipment to the patient previously.

20

In fact, some of these companies may be using tactics which

21

are unfair, deceptive, or illegal.

22

What is clear to me is that the law, as written, does

23

not appear to be working as intended to address the problems

24

that I am hearing about from my constituents.

25

intend to ask questions of CMS officials and one of the

Today, I

5
1

contractors responsible for program integrity about what

2

tools the Government has to crack down on these sorts of

3

schemes and abuses.

4

Government, taxpayers, or Medicare beneficiaries are served

5

by permitting durable medical equipment companies to

6

aggressively market their products to patients who do not

7

need or want them until they are told they can have them for

8

free or almost free, and I put that "free" in quotes.

9

I also intend to ask how the

I will also ask CMS why it is failing to identify and

10

recover improper payments to these suppliers.

11

most recent year for which this information has been

12

provided, CMS recovered less than one percent of the over $5

13

billion, with a "B", in improper payments that the CMS has

14

identified as having gone out to durable medical equipment

15

suppliers.

16

In 2011, the

That is unacceptable.

We have invited representatives of two durable medical

17

equipment companies mentioned by Dr. Kennedy, Med-Care

18

Medical and Diabetes Supply and U.S. Healthcare Supply, to

19

provide testimony today about their companies' business

20

practices.

21

together have received almost $140 million from Medicare in

22

the last four years, show a very high error rate and denial

23

rates for durable medical equipment.

24

has prepared a memorandum outlining the information received

25

by the Subcommittee, and at this time, I ask unanimous

Sample reviews by CMS of these companies, which

The Subcommittee staff

6
1

consent that this memorandum be included in the hearing

2

record.

3

[The information follows:]

4

/ SUBCOMMITTEE INSERT

7
1

Senator McCaskill.

I also ask for unanimous consent

2

that the information provided by Dr. Kennedy about these two

3

companies be included in the hearing record.

4

[The information follows:]

5

/ SUBCOMMITTEE INSERT

8
1

Senator McCaskill.

The Subcommittee invited Jon Letko,

2

the head of U.S. Healthcare Supply, and Dr. Steve Silverman

3

of Med-Care Diabetic and Medical Supplies, to testify at

4

today's hearing.

5

invitation to testify, both individuals, through their

6

attorney, have declined to appear voluntarily before the

7

Subcommittee today.

8

companies can provide us useful information that would

9

assist the Subcommittee in its oversight, and we will

After receiving the Subcommittee's

I continue to believe that these

10

continue to discuss the possibility of these witnesses

11

appearing in front of us at a future date.

12

Keep in mind, these companies are profitable for one

13

reason, and that is the American taxpayer.

14

to the opportunity to talk with our witnesses today about

15

what is needed to ensure that we do not continue to throw

16

billions of dollars a year down the drain.

17

I look forward

I would like to take the opportunity to welcome

18

Senator Johnson, the Ranking Member for the new Subcommittee

19

on Financial and Contracting Oversight.

20

opportunity to publicly thank Senator Johnson and his staff

21

for their cooperation and support during this hearing.

22

know that both of us share a desire to work in a bipartisan

23

way, effectively and fairly, to try to recover money on

24

behalf of the American taxpayer.

25

bipartisan process and I am very grateful for their efforts

I want to take this

I

This has been a genuinely

9
1

and I continue to look forward to working with them as we

2

get at these problems in every area of the Federal

3

Government.

4

I am also very grateful to Dr. Kennedy.

There are many

5

Americans who write letters to their Senators.

6

many Americans that do not believe that their Senators pay

7

much attention.

8

in her Government and believing that if she brought this to

9

our attention, something would happen.

10

There are

I want to thank Dr. Kennedy for believing

All the people who have helped the Subcommittee in this

11

investigation have been very supportive, but I especially

12

want to thank Dr. Kennedy and Ms. Anderson, my constituent

13

who also pointed out the problems that she had dealing with

14

this issue and her mother.

15
16
17

I thank the witnesses for being here and I look forward
to their testimony.
Senator Johnson.

18
19

OPENING STATEMENT OF SENATOR JOHNSON
Senator Johnson.

Thank you, Madam Chair, and really,

20

thank you for delving into this issue here and holding this

21

hearing.

22

I agree with you that fraud and abuse of the system is

23

costly to taxpayers and I am looking forward to working with

24

you on an ongoing basis to continue to hold hearings like

25

this to try and get some control over these systems, over

10
1

some of these Government programs.

2

earlier, that is a real challenge.

3

And as we were talking

I think we all share the same goal.

We want an

4

effective and efficient Government, and the trick is--you

5

know, I come from the private sector, and we were talking

6

about earlier that in the private sector, you have the

7

fiscal discipline of going bankrupt, of making sure that you

8

not only just balance your budget, but have a surplus.

9

have to make a profit.

You

And in Government, as these programs

10

grow, it is how do you institute the controls so that you

11

have bad actors that take advantage of it.

12

prevent that going forward?

13

How do you

It is a very difficult issue.

But I think it might be interesting to just give a

14

little history lesson on the expansion of the Medicare

15

program and how we have such a difficult time controlling

16

its cost.

17

in the mid-1960s.

18

Medicare would cost the American taxpayer, they projected

19

about 25 years and they said that Medicare would cost $12

20

billion in the year 1990.

21

billion, nine times the original estimate.

22

Both Medicare and Medicaid were basically set up
When they initially estimated how much

In fact, it ended up costing $110

So the first thing you have got to understand is

23

Government is not particularly good at estimating the future

24

cost of some of these programs.

25

Medicare and Medicaid in terms of outlays from CMS, it is a

Today, when you combine

11
1

little over $765 billion, which represents about 21 percent

2

of our entire Federal budget and about 27 percent of the

3

$2.8 trillion that we spend on health care every year.

4

The program, in terms of number of Americans it serves,

5

when you combine both of them, when they first started, they

6

served about 29 million Americans.

7

million Americans, about 35 percent of our population.

8

these are huge programs.

9

population take advantage or are beneficiaries of the

Today, they serve 107
So

Thirty-five percent of our

10

programs, so these are important programs and we need to

11

make sure that they run efficiently, effectively, and they

12

do not waste taxpayer dollars and that they are not abused

13

by the suppliers of the system.

14

In getting prepared for this hearing, you quoted some

15

of these statistics, but I want to just kind of go back over

16

the dollars spent on durable medical equipment, about $10

17

billion a year.

18

improper payment of that in 2011 was 61 percent, which is

19

$5.9 billion.

20

from the private sector.

21

were made improperly or paid to fraudulent suppliers, I

22

mean, we would not be in business, and yet that has been

23

going on in Medicare probably for years.

24
25

I am rounding these figures.

And the

Now, you have to think about that.

I come

If 61 percent of our expenditures

And then as you mentioned, Madam Chair, the amount that
we recovered out of that that year was $34 million, about

12
1

0.6 percent of the improper payments.

2

real questions in terms of how could that be.

3

is really the improper payment?

4

in terms of paperwork or what?

5

get our arms around that.

6

So I have got some
I mean, what

Is it a technical violation
I mean, we really have to

I will conclude here quickly, but I just want to talk

7

about the bureaucracy involved in Medicare, and I think that

8

might be part of the problem, is Medicare contracts with a

9

number of outside suppliers and it is a real alphabet soup

10

of agencies.

11

NSC, your MACs, your ZPICs, your RACs, you know, all these

12

independent contractors are making payments and auditing,

13

and it is obviously not working very well.

14

You have got your CERTs.

You have got your

And when you take a look--and one of the people

15

testifying in the second panel lists the different types of

16

frauds, and right now, she lists six of them.

17

to quickly list them.

18

got your services not provided fraud scheme.

19

not medically necessary fraud scheme.

20

ordering physician fraud scheme.

21

And this is one of my favorite, provision of DME while

22

patient is under hospice care, residing in a skilled nursing

23

facility fraud scheme.

24
25

I just want

Telemarketing fraud scheme.

You have

You have items

No relationship with

False-front suppliers.

Now, again, we are dealing with an important Government
program that is just set up that can be preyed upon this

13
1

way.

2

these fraud schemes are perpetrated by individuals that set

3

up shop, commit the fraud, and by the time the Government is

4

aware of them, they have already got their millions.

5

have left town.

6

And certainly as we were researching this, so many of

They

So, again, I really appreciate the fact that you are

7

holding this hearing.

I think it is extremely important for

8

us to get to the bottom of these things and I am really

9

looking forward to questioning particularly the witnesses

10

from Medicare and CMS so I can try and get my arms around

11

what is the problem here.

12

Thank you, Madam Chair.

13

Senator McCaskill.

14

We also welcome Senator Baldwin.

15

you have come to the hearing this morning.

16

often.

17

interesting.

18

not every hearing is in the Senate.

19

make this a regular stop for your schedule, because we will

20

try very hard to make sure every hearing is cutting edge.

21

Thank you, Senator Johnson.
We are pleased that
I hope you come

We will always try to make these lively and
And I can say with authority after six years,
So I hope that you will

If I could, at this time, we will proceed.

Since our

22

witnesses have not appeared that we have invited that are

23

medical equipment suppliers, we will proceed with testimony

24

from our second panel of witnesses, if you would come to the

25

table and we will introduce you.

While you are sitting, if

14
1

you do not mind, I will go ahead with the introductions so

2

that we can proceed.

3

Peter Budetti is Deputy Administrator for Program

4

Integrity of the Centers for Medicare and Medicaid Services

5

and Director of the CMS Center for Program Integrity.

6

has principal responsibility for program integrity policies

7

and operations in the Medicare and Medicaid programs.

8

Before joining CMS, Dr. Budetti worked in health care

9

positions in Government and the private sector.

He

He holds a

10

medical degree from Columbia University and a law degree

11

from Boalt Hall at the University of California in Berkeley.

12

Laurence D. Wilson is the Director of the Chronic Care

13

Policy Group in the Centers for Medicare and Medicaid

14

Services, the CMS Center for Medicare, where he has

15

responsibility for policy on a broad range of fee-for-

16

service health care benefits, including post-acute care,

17

home health, hospice, durable medical equipment, dialysis,

18

and various hospital services.

19

CMS since 1988, where he directed the design and

20

implementation of a number of key Medicare reforms,

21

including the establishment of prospective payment systems

22

for inpatient rehabilitation facilities, skilled nursing

23

facilities, and other health care services, and the

24

competitive bidding program for durable medical equipment,

25

prosthetics, orthotics, and supplies.

Mr. Wilson has worked for

Mr. Wilson holds a

15
1

Master's degree in public administration from Pennsylvania

2

State University.

3

Charlene Stanley is the ZPIC Operations Director for

4

AdvanceMed.

She has oversight for ZPIC Zones 2 and 3, and

5

tell me what the acronym is for ZPIC.

6

Ms. Stanley.

7

actually Zones 2 and 5.

8

Senator McCaskill.

9
10
11
12
13

it?

Zone Program Integrity Contractor.

Okay, it is 2 and 5.

It is written 2 and 5.

I misspoke.

It is

I did not say

Zone--say it

again, because I do not want to say ZPIC anymore.
Ms. Stanley.

That is okay.

Zone Program Integrity

Contractor.
Senator McCaskill.

Zone Program Integrity Contractor.

14

She has oversight of both Zone Program Integrity Contractor

15

Zones 2 and 5.

16

various clinical areas, including the emergency response and

17

hospice settings earlier in her career.

18

MBA from Franklin University.

19

She is a registered nurse and has worked in

Thank you all for being here.

She also holds an

It is the custom of this

20

Subcommittee to swear all witnesses that appear before us,

21

so if you do not mind, I would ask you to stand.

22

Do you swear that the testimony that you will give

23

before the Subcommittee will be the truth, the whole truth,

24

and nothing but the truth, so help you God?

25

Dr. Budetti.

I do.

16
1

Mr. Wilson.

2

Ms. Stanley.

3

Senator McCaskill.

4
5

I do.
I do.
Let the record reflect the

witnesses have answered in the affirmative.
We will be using a timing system today.

We would ask

6

that you try to hold your testimony to no more than five

7

minutes.

8

Obviously, your entire written testimony will be part of our

9

record, and we will begin with you, Dr. Budetti.

If you go slightly over, we will be understanding.

17
1

TESTIMONY OF PETER BUDETTI, M.D., DEPUTY

2

ADMINISTRATOR AND DIRECTOR, CENTER FOR PROGRAM

3

INTEGRITY, CENTERS FOR MEDICARE AND MEDICAID

4

SERVICES

5

Dr. Budetti.

6

Senator McCaskill.

7

Thank you, Chairman-Am I pronouncing your name

correctly?

8

Dr. Budetti.

Absolutely.

9

Senator McCaskill.

10

Dr. Budetti.

11

Senator McCaskill.

12

Dr. Budetti.

Good.

Budetti is right.
Good.

Thank you, and good morning, Chairman

13

McCaskill and Ranking Member Johnson and Senator Baldwin.

14

Thank you for this invitation to discuss the initiatives

15

that we are taking at the Centers for Medicare and Medicaid

16

Services to deal with what we agree is a plague that has

17

been with the DME program for some time now that involved

18

with a serious amount of fraud, waste, and abuse, as well as

19

other forms of improper payments.

20

to discuss our various initiatives to overcome those

21

problems.

22

So I am happy to be here

Worked with me is my colleague from CMS, Laurence

23

Wilson, who will speak about one of the major initiatives

24

that is being implemented to address this from a different

25

perspective than simply fighting fraud, and that is our

18
1

competitive bidding program, and so you will hear about

2

that, as well.

3

our private sector contractors, our investigative

4

contractors, the Zone Program Integrity Contractors, work

5

with us as partners in fighting fraud, as well.

6

And you will also hear about the way that

I would like to focus on our initiatives to root out

7

the bad actors who manage to get into the program and to

8

keep them from getting into the program, and I would like to

9

point out that we have had a series of initiatives in recent

10

years that have had a degree of success in reducing the

11

overall threat to the program from suppliers who should not

12

be in the program, should not be billing us.

13

important aspect.

This is an

14

One of the many tools that we are using along these

15

lines is the structure that was set up by the Affordable

16

Care Act under which we are implementing risk-based

17

screening of new applicants and re-validation of existing

18

suppliers.

19

Affordable Care Act, we put all providers and suppliers into

20

three categories of limited, moderate, or high-risk of fraud

21

and abuse.

We put--according to the requirements of the

22

New DME suppliers, we put into the high-risk category,

23

and existing DME suppliers into the moderate risk category.

24

All applicants and all current providers and suppliers are

25

subject to background checks and licensure and other kinds

19
1

of certification.

The ones in the moderate category also

2

get site visits, and we have, in fact, conducted some 86,000

3

site visits since--over the last couple of years, and the

4

newly enrolling DME suppliers will also be subject to

5

criminal background checks through the FBI and

6

fingerprinting after we work out the terms of the

7

arrangements for doing that.

8

To date, our site visits and other controls on the new

9

applicants, we have denied 430 DME applications because the

10

entity was simply not operational.

11

And as part of our re-validation efforts, as well, we have

12

since March of 2011 deactivated some 25,000--nearly 25,000

13

DME enrollments and revoked over 1,700 DME supplier

14

enrollments.

15

It just did not exist.

That work, the enrollment and screening of DME

16

suppliers, is the work of one dedicated contractor, and that

17

is the National Supplier Clearinghouse that you referenced

18

earlier, Senator Johnson, and that I will be delighted to

19

ask about.

20

the unannounced site visits.

21

suppliers meet all of the Federal requirements.

22

But they do the background checks.

They conduct

They make sure that the

I also want to mention a major new initiative that we

23

have underway, the Fraud Prevention System.

We have been

24

using highly sophisticated new tools to screen the pattern

25

of claims that we are getting, as opposed to simply looking

20
1

at one claim at a time, under the Fraud Prevention System,

2

and we have been working very closely with our private

3

sector colleagues, as well, on this.

4

very sophisticated system that uses advanced analytics to

5

identify problems and patterns, and I will be happy to

6

answer more questions about that as we go on.

7

We have implemented a

And I would also like to emphasize that we continue to

8

have and we continue to expand our collaboration with our

9

law enforcement colleagues.

We are working even closer than

10

ever with our law enforcement colleagues.

11

FBI agents and Office of Inspector General staff now

12

embedded with us in our headquarters at the Center for

13

Program Integrity on a regular basis.

14

has been a very successful collaboration under the HEAT, the

15

Health Care Fraud Prevention and Enforcement Action Team

16

initiative that has operated in the context of the strike

17

forces around the country.

18

In fact, we have

And that, of course,

So I am pleased to highlight the activities that we

19

have done so far.

20

Subcommittee and the Congress to continue our progress in

21

modernizing the way that we pay for and oversee the very

22

important durable medical equipment benefit for Medicare

23

beneficiaries, and I thank you for this opportunity.

24

I look forward to working with the

[The prepared statement of Dr. Budetti follows:]

21
1

Senator McCaskill.

2

Mr. Wilson.

Thank you very much, Dr. Budetti.

22
1

TESTIMONY OF LAURENCE D. WILSON, DIRECTOR, CHRONIC

2

CARE POLICY GROUP, CENTER FOR MEDICARE, CENTERS

3

FOR MEDICARE AND MEDICAID SERVICES

4

Mr. Wilson.

Good morning, Chairman McCaskill, Ranking

5

Member Johnson, and Senator Baldwin.

6

be here today to discuss an important payment reform CMS is

7

implementing in the area of durable medical equipment,

8

prosthetics, orthotics, and supplies.

9

I am very pleased to

The competitive bidding program required under the

10

Medicare Modernization Act of 2003 has already been

11

effective in reducing beneficiary out-of-pocket costs,

12

improving the accuracy of Medicare's payments, reducing

13

overutilization, and ensuring beneficiary access to high-

14

quality items and services.

15

other safeguards included in the program support CMS's

16

overall efforts to address fraud, waste, and abuse in this

17

important area.

18

Lower, more accurate prices and

CMS successfully implemented the program on January 1,

19

2011, in nine large metropolitan areas after making a number

20

of important improvements based on new requirements from

21

Congress and after working closely with stakeholders.

22

program has already saved in excess of $200 million in each

23

of its first two years of operation with no disruption in

24

access or negative health consequences for our

25

beneficiaries.

The

We are now poised to expand the program to

23
1

91 additional areas of the country, including some of the

2

largest, like New York, Los Angeles, Chicago, on July 1, as

3

the law requires.

4

Competitive bidding brings value to Medicare

5

beneficiaries and taxpayers compared to the current fee

6

schedule required by law.

7

the initial nine areas was 35 percent.

8

91 areas, this discount climbs to 45 percent.

9

Actuary projects that the program will save $25.7 billion

The average price discount across
For the additional
The CMS

10

for Medicare over the next ten years and save an additional

11

$17.1 billion for beneficiaries through lower co-insurance

12

and premiums.

13

A few examples I would share with you.

In St. Louis,

14

Missouri, the payment amount for a standard power wheelchair

15

drops $2,034.

16

for the beneficiary of $407.

17

That is a savings for Medicare of $1,627 and

Likewise, in Milwaukee, the payment amount for a

18

powered mattress dropped $4,147.

19

Medicare and the taxpayers of $3,318 and for the beneficiary

20

of $829.

21

That is a savings for

The program also applies important safeguards,

22

including quality standards, accreditation, financial

23

standards, an active monitoring program, and enhanced

24

oversight to protect beneficiaries and Medicare while

25

supporting good quality.

CMS has worked to implement the

24
1

competitive bidding program in a way that is fair for

2

suppliers and sensitive to the care needs of beneficiaries.

3

For example, the program includes provisions to promote

4

small supplier participation and numerous protections for

5

beneficiaries to ensure they get the services they need.

6

The program results in a large number of winners so that

7

beneficiaries are ensured access and choice and that there

8

will continue to be competition among contract suppliers on

9

the basis of customer service and quality.

10

We have continued to make improvements to the program

11

to ensure a fair process that is less complex for suppliers

12

to navigate and results in more effective scrutiny of

13

suppliers' qualifications and the integrity of their bids.

14

In addition, to help fulfill our commitment to ensure

15

effective oversight and quality and access for our

16

beneficiaries, we have put in place a comprehensive

17

monitoring system which examines 100 percent of Medicare

18

claims and other data, complaint data.

19

trends in health status indicators or access to care that

20

cause concern.

21

overutilization, such as diabetes testing supplies, drop

22

dramatically.

23

We have observed no

We have seen problem areas associated with

We are very pleased with the success of round one of

24

the program.

We will continue to be diligent and thoughtful

25

in our implementation of this important program as it

25
1

expands to additional areas of the country.

2

continue to monitor the implementation closely and be open

3

to further improvements suggested by our stakeholders,

4

members of Congress, and others.

5

We will

In summary, by ensuring that Medicare pays accurately

6

through competitively determined prices, we can provide

7

better value to Medicare, to taxpayers, and beneficiaries.

8

By eliminating excessive payments under the current fee

9

schedule and paying the right price, we can also reduce

10

incentives for fraud, waste, and abuse in the program.

11

Again, I very much appreciate the invitation to testify

12

before you today and we would be happy to take any questions

13

at the close of testimony.

14

Senator McCaskill.

15

Ms. Stanley.

Thank you, Mr. Wilson.
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TESTIMONY OF CHARLENE STANLEY, ZONE PROGRAM

2

INTEGRITY CONTRACTOR OPERATIONS DIRECTOR,

3

ADVANCEMED CORPORATION

4

Ms. Stanley.

Chairman McCaskill, Ranking Member

5

Johnson, Senator Baldwin, thank you for the request to

6

attend this hearing today to share with you our efforts to

7

prevent, identify, and address fraud and abuse in the

8

Medicare program, especially as it relates to durable

9

medical equipment.

10

As a Zone Program Integrity Contractor to CMS, we have

11

a responsibility to note only protect the Medicare Trust

12

Fund, but also to protect beneficiaries, providers,

13

suppliers, and taxpayers from fraud, waste, and abuse.

14

awarded the umbrella IDIQ contract to ZPIC Zone 5 to

15

AdvanceMed in February of 2009 and the IDIQ contract for

16

Zone 2 in September of 2009.

CMS

17

As a Zone Program Integrity Contractor, AdvanceMed

18

conducts fraud, waste, and abuse detection and investigation

19

in ten States as ZPIC Zone 5 and 14 States as ZPIC Zone 2.

20

We also have seven fully operational Medicare-Medicaid data

21

matching projects in the two zones.

22

The fundamental activities of ZPICs are those that help

23

ensure payments are appropriate and consistent with Medicare

24

and Medicaid coverage, coding, and audit policy, and are

25

aimed at identifying, preventing, and/or correcting
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1

potential fraud, waste, and abuse.

2

I would like to give the Subcommittee a few examples of

3

the kind of program integrity issues that we have identified

4

within the durable medical equipment, prosthetics,

5

orthotics, and supplies Medicare benefit.

6

The first issue that I know the Subcommittee has an

7

interest in is telemarketing to Medicare beneficiaries.

8

Chairman McCaskill mentioned in her opening remarks, DME

9

suppliers are prohibited from soliciting the beneficiaries

10

unless the beneficiary has given written permission to the

11

supplier to make contact by telephone, the contact is

12

regarding a covered item that the supplier has already

13

furnished to the beneficiary, or the supplier has furnished

14

at least one covered item to the beneficiary during the

15

preceding 15 months.

16

As

In our investigations of beneficiary complaints about

17

telemarketing, we have discovered that suspect DME suppliers

18

may question Medicare beneficiaries about whether or not

19

they have common medical complaints or symptoms, such as an

20

example would be back or neck pain, and then attempt to have

21

a back or neck brace or other equipment shipped to the

22

beneficiary without proper medical evaluation or order.

23

Subsequently, of course, the item is billed to Medicare and

24

paid.

25

Telemarketing scams by suppliers have also become more

28
1

sophisticated, with the sharing of beneficiary identifying

2

information, such as beneficiary Health Insurance Claim

3

numbers, or what we would call a HIC number, between

4

suppliers and clearinghouses, and these are used to make

5

mass calls.

6

such as cookbooks, glucometers, other items, in an attempt

7

to get beneficiaries to provide their identifying

8

information.

9

Companies many times will offer free items,

As a part of CMS's efforts to identify and resolve

10

complaints more efficiently, effectively, and timely,

11

AdvanceMed has been contracted to conduct a pilot project

12

that involves receiving, reviewing, and resolving complaints

13

that are received by the 1-800-MEDICARE program.

14

Beneficiary Complaint Pilot Project receives information

15

regarding telemarketing and other issues from beneficiaries

16

alleging that they have been contacted by DME companies or

17

their subcontractors promising medical equipment at little

18

or no charge to them, as Chairman McCaskill mentioned

19

earlier, as well.

20

The Zone 5

When AdvanceMed receives these complaints,

21

beneficiaries are interviewed by staff and subsequently

22

asked to sign an attestation affirming that the contact was

23

made without their consent and that the beneficiary does not

24

want nor need the offered item.

25

auto-deny edit in the claims processing system to prevent

AdvanceMed then places an
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1

the suspect supplier from billing unnecessary equipment to

2

the beneficiary.

3

number is also added to the National Compromised Database

4

for further tracking and analysis.

5

sent an education letter, warning letter, about the

6

telemarketing practice and the matter is referred to the

7

National Supplier Clearinghouse that Dr. Budetti mentioned

8

earlier for review and consideration of revocation and

9

practices.

The beneficiary's Health Insurance Claim

Additionally, they are

10

Another issue that we have noted in both zones is that

11

patients are receiving excessive amounts of glucose strips,

12

which are used by diabetics to test their blood sugars.

13

October of 2011, Zone 2 conducted proactive data analysis to

14

review beneficiaries receiving excessive amounts of glucose

15

strips.

16

blood sugar testing multiple times per day, the amounts were

17

well beyond policy limits.

18

beneficiary interviews showed that multiple DME suppliers

19

were selling glucose test strips and other diabetic supplies

20

to the same beneficiaries at the same time.

21

discovered that some DME suppliers were making unwanted and

22

unsolicited marketing phone calls to beneficiaries for

23

glucose strips and DME supplies.

24
25

In

Although it is not uncommon for patients to require

Subsequent analysis and

It was also

As Senator Johnson mentioned in his opening statement,
and I will briefly go through these, the other trends that
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we are seeing in our investigations in suspect DME suppliers

2

and supplies are for services not provided or services not

3

medically necessary.

4

arrangement with a physician to approve orders for

5

equipment, prosthetics, orthotics, or supplies, even though

6

the physician has no prior relationship with that patient

7

and never having assessed them for the need for such

8

supplies.

9

service basis based on the volume of orders they sign.

10

In some cases, the supplier has an

Typically, the physicians are paid on a fee-for-

Another issue that runs across the supplier types is

11

the false-front providers, again, that Senator Johnson

12

mentioned.

13

for a DME supplier that does not exist.

14

physical location for the supplier nor do they possess the

15

appropriate equipment to deliver to Medicare beneficiaries.

16

The supplier subsequently obtains Medicare beneficiary

17

numbers, and through identity theft or purchasing them

18

directly from the beneficiaries, bills for the supplies that

19

are never delivered.

20

others to steal the identity of valid Medicare providers and

21

then submit false claims directing.

In this scheme, a supplier number is established
There is no

These providers may work alone or with

22

A final program issue is--that we have noted in a

23

number of investigations--supplies being billed to Medicare

24

when another entity has already paid for the service that

25

includes DMS supplies, for instance, the Medicare
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1

beneficiary being under hospice care or skilled nursing

2

facility and the equipment or supplies necessary for the

3

treatment of the diagnosis relating to that admission often

4

covered under the hospice benefit or within the payment to

5

the skilled nursing facility.

6

supplier, who may be affiliated with the hospice, unbundles

7

the equipment and bills them separately to Medicare.

8
9

In this situation, that

This concludes my remarks on the efforts of the Zone
Program Integrity Contractor for Zones 2 and 5 to identify,

10

prevent, and address fraud, waste, and abuse in the Medicare

11

program.

12

protecting Medicare

13

you again for inviting me to present to this Subcommittee.

14

As a nurse by trade, this is a topic that is near and

I appreciate this Subcommittee's interest in
beneficiaries and taxpayers and thank

15

dear to my heart.

16

written testimony, and I look forward to answering any

17

questions you may have.

18

More detailed information is within my

[The prepared statement of Ms. Stanley follows:]
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1

Senator McCaskill.

Thank you all for your testimony.

2

I am going to begin with some of the misleading and

3

abusive tactics.

I am going to ask to be included in the

4

record letters that we received from someone who responded

5

to our tweet asking people to let us know when they had been

6

slammed or pressured by these marketers, and we got these

7

letters from a woman, and we have redacted her personal

8

information, but the letter says, "Welcome to our sleep

9

apnea supply program.

Congratulations and welcome.

Based

10

on your conversation with one of our intake professionals,

11

your sleep apnea supply prescriptions have been sent to the

12

following physician," and it has her doctor's name on the

13

letter.

14

you, and then so forth.

15

When we receive your prescription, we will contact

And then, basically, the interesting part of the second

16

page of the letter is that it gives her the option of only

17

opting out by calling.

18

purchase or a rental, but the only way she can opt out is by

19

calling these people.

20

The only way that--she can opt for a

And then she got a follow-up letter saying, "We have

21

been unable to reach you," and with her doctor's name in

22

bold.

23

requested supplies."

24
25

"We need a call today so we can get you your

Now, the interesting thing about this is this woman
said, when she got the phone call, guess who she thought it
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1

was?

2

calling her.

3

The name is Med-Care.

So she assumed Medicare was

So my first question to all of you is, why would you

4

let a company name itself Med-Care?

5

for trouble, right?

6

Dr. Budetti.

I mean, that is asking

I do not believe that we have the

7

authority to control the choice of names by individual

8

suppliers in the country.

9

violate Federal rules, but I am not aware that we have that

10
11

There may be some things that do

authority, Senator.
Senator McCaskill.

Well, I think that is something we

12

need to look into.

13

to be a provider of medical equipment and we want to call

14

ourselves Medicare--

15
16
17

Dr. Budetti.

So if a company came and said, we want

I think there are limits.

I think that

there are some limits, but I am not aware of what those are.
Senator McCaskill.

Well, if verbally it sounds the

18

same, because, obviously, Med-underscore-Care on paper does

19

not look like Medicare, but if the rules are such--and as

20

you all know, the rule is you have to have permission in

21

order to start doing this.

22

this company decided they would obviously use a name that

23

would heighten the likelihood that a senior getting the call

24

saying, "This is Med-Care and we have got something for

25

you," I guarantee you, my mom, if somebody called and said

So in order to get permission,
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2

they were Med-Care, she would assume that it was Medicare.
So I would appreciate follow-up on that, if you all

3

have the authority to--when a name is so similar that it is

4

verbally going to be identical for purposes of marketing to

5

Medicare, whether you have the authority to do that.

6

Why should we not stop companies from doing this

7

entirely?

8

providing these prescriptions rather than having this

9

middleman that is trying to work both ends of the stick,

10

trying to entice the patients to think that their doctor

11

wants it and trying to entice the doctors to think that

12

their patient wants it, and meanwhile, nobody wants it but

13

the one who is making the buck in the middle?

14

Why should not this be the doctor that is

Dr. Budetti.

The order and the certification that the

15

patient needs the durable medical equipment does have to

16

come from an appropriate certificate health care

17

professional, most often, of course, physicians, in a lot of

18

cases.

19

has to come from the supplier.

20

who also serve as durable medical equipment suppliers in

21

certain subspecialties, but generally, that is not the case.

22

Generally, there is a separate process for the provision of

23

the durable medical equipment to the beneficiary on the

24

physician's order and on the certification that there has

25

been a face-to-face, as required--when that is required--by

And that is the order for it.

And then the supply

There are some physicians
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2

the physician.
So we have a process, of course, for assuring that the

3

correct physicians are enrolled properly to be able to order

4

the supplies and then we have a process for overseeing the

5

suppliers of the medical equipment themselves and to make

6

sure that they meet standards.

7

as it is going to the drug store and having a prescription

8

filled by a pharmacy for a pharmaceutical.

9
10

Mr. Wilson.

So it is a continuum, much

Chairman McCaskill, if I may just add to

that--

11

Senator McCaskill.

12

Mr. Wilson.

Sure.

Thank you.

One of the reasons these kinds

13

of companies engage in these type of schemes is because the

14

items that they are supplying are so profitable under the

15

Medicare fee schedule.

16

It is based on charges from the early 1980s that have been

17

updated over time.

It does not represent the true market

18

cost of the items.

That is what we are paying.

19

So the fee schedule is set in law.

So to the extent that they are hugely profitable, that

20

attracts them to generate revenues.

If we can bring the

21

price down, like we can in competitive bidding, we can get a

22

47 percent discount.

23

CPAP, the Continuous Positive Airway Pressure devices, which

24

I think this mentions, is about 47 percent.

25

that windfall profit and makes companies less likely to

I think the discount for round two for

That takes away
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2

engage in providing stuff that people do not need.
Senator McCaskill.

I agree with you, and I do think

3

the competitive bidding program is going to save our country

4

a lot of money.

5

By the way, if you do the math on our debt and deficit,

6

you come to the inescapable conclusion that the debt and

7

deficit is health care.

8

building, if you actually get into the numbers, you realize

9

that it is health care costs that are driving the debt and

So all the talk we have around this

10

deficit.

11

percent meaningfully, by ten percent, we do amazing things

12

to both our deficit and our long-term debt curve.

13

And if we can reduce health care costs by ten

Let me ask you this.

Are you worried with the

14

competitive bidding, if we take the mass profit out, then

15

these suppliers--it is going to have to be volume, because

16

they are not going to be able to make big money on each

17

individual--they are going to have to sell a lot more of it.

18

Are we prepared for a transition from a business model to

19

see if you can worm your way into the doctor's office or the

20

patient's home to how can we do mass marketing in a way that

21

we can catch more fish because we are not going to make as

22

much off each whale, the same kind of money as we have been

23

making off the big whales?

24
25

Mr. Wilson.

Right.

Chairman McCaskill.

That is a very good question,

You know, when we implemented round one
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of the program in nine large areas of the country, including

2

Miami, Riverside, Pittsburgh, a number of others, we did not

3

see that.

We saw actually utilization come down.

We saw

4

access maintained and health outcomes maintained.

And we

5

got over $200 million in savings in two successive years.

6

So we did not see that type of attempt to increase

7

utilization.

In fact, by having a smaller number of

8

contract suppliers that are accredited, that meet financial

9

standards, including looking at credit scores, looking at

10

their tax records, having more effective oversight, we were

11

able to ensure that services were provided, that program

12

integrity was a key focus, and, again, that was not a result

13

that we saw.

14

Senator McCaskill.

And this is my last question and I

15

want to move on to my colleagues, but why do we not require

16

this prescription to be on the doctor's letterhead?

17

Mr. Wilson.

18

Dr. Budetti.

I will defer to my colleague on that.
So, the physician has to do the ordering

19

of the supply, and that is one of the links in the chain

20

that we are very conscious of.

21

last year--two years ago--an updated regulation that

22

establishes the requirements for being able to order and

23

refer in the Medicare program.

24

physician is seeing the patient and submitting a bill.

25

we have a bill to track back to that physician.

And, in fact, we published

It is one thing if the
Then

But if the
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physician is writing an order, then we have to have a

2

process for making sure that the supplier knows that the

3

physician who is ordering that supply is, in fact,

4

credentialed, if you will, by the Medicare program to be

5

able to order supplies--

6

Senator McCaskill.

But, Dr. Budetti, my point is that

7

they are--some doctors are signing 400, 500 of these at once

8

and they are getting these forms that are all done for them

9

by the company that is moving the equipment.

This is not

10

being generated by the doctor.

11

the doctor.

12

generated by the doctor with the appropriate information

13

about the supplier and let the doctor decide what supplier

14

to use and figure out what supplier to use?

15

from the documents we got that these documents are being

16

prepared by the supplier, not by the doctor.

17

This is being checked off by

Why are we not requiring that the document be

Dr. Budetti.

But it is clear

So, as I said, the control should be--and

18

the ordering should all be in the hands of the physician.

19

And so when we see patterns that look like the ones that you

20

have described, that is exactly the kind of pattern that our

21

new much more sophisticated system for looking at the kinds

22

of bills that we are getting and the patterns of the billing

23

that we are getting allows us now to spot and to take action

24

on.

25

have, is that this should not be generated--it should be

And I think that is exactly one of the concerns that we
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generated by the patient's need and the patient's need

2

should be reflected by the physician.

3

should supply the durable medical equipment that the patient

4

actually needs and that the physician has certified, and

5

that is the--

6
7

Senator McCaskill.

And then the supplier

I do not know that--and I do not

want to cut you off, but I am over my time.

8

Dr. Budetti.

Sure.

9

Senator McCaskill.

I do not know that I have gotten a

10

great answer about why we cannot require the doctor to

11

generate the form, but we will move on.

12

Senator Johnson.

13

Senator Johnson.

14

I have got 30 years in manufacturing, so it is just in

Thank you, Madam Chair.

15

my DNA to try and get to the root cause, which may be

16

difficult here.

17

Mr. Wilson, I appreciate the competitive, whatever you

18

call it, your competitive model, bidding model, but you

19

mentioned something about the fee schedule, that Congress

20

sets the fee schedule.

21

learned here is Congress is not particularly good or

22

efficient at price fixing.

23

I guess maybe the first lesson

So let us talk about why would we encumber ourselves

24

with a fee schedule that, I think, Dr. Budetti, according to

25

your testimony, saddles Medicare with paying three to four
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times the market price.

2

difficult thing to fix when you take a look at--especially

3

with the Internet now, you can really get a competitive

4

price very quickly.

5

schedule, and maybe is that not the first thing we ought to

6

do here, is go to Congress to get them to give you

7

flexibility in the fee schedule?

8
9

Mr. Wilson.

Now, that should not be a very

Why are we not changing the fee

Well, I think there are a few things I

would say about that, sir.

You know, the fee schedule was

10

set at a point in time when the Medicare program was just

11

paying charges submitted by suppliers.

12

to put on your claim in terms of charges, we would pay it.

13

Senator Johnson.

14

Mr. Wilson.

15

Senator Johnson.

16

Mr. Wilson.

Whatever you wanted

It is totally outdated now.

Yes, and so-And so why do we not change it?

We fixed that based on changes in the law

17

to put a fee schedule in place.

18

time, and there are a number of different OIG and GAO

19

reports pointing to excessive prices paid under the fee

20

schedule for wheelchairs and negative pressure wound therapy

21

devices and other things, diabetic testing supplies.

22

That became distorted over

But then Congress, in its wisdom, put in place the

23

competitive bidding program, and that is what we have been

24

using to try to drive down prices to a more reasonable,

25

appropriate level.

Congress also, in its wisdom, allows us,
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once we have put these initial set of prices in place under

2

competitive bidding, to use that information and establish a

3

new fee schedule.

4

Senator Johnson.

But would it not just be easier to

5

give you--just do away with the fee schedule and do

6

something more competitive, I mean, on a case-by-case basis?

7

Mr. Wilson.

Well, I think one of the problems in this

8

area, Senator Johnson, is that there is a lack of data on

9

what a true market price is.

10

Senator Johnson.

So in order to--

No, there is a plethora of data out

11

there.

12

to actually figure out what is a fair price to pay for any

13

product nowadays.

14

incredibly simple.

15

You have got the Internet now.

Mr. Wilson.

This is easy to do,

It has never been easier.

It is

You can certainly find data on the

16

Internet, and we certainly have looked at that in the past.

17

I would say that the type of discounts we are getting by

18

going to suppliers and asking them to bid actually provide

19

better value to Medicare than some of the prices we find on

20

the Internet.

21

Senator Johnson.

Okay.

I appreciate the numbers that

22

you were throwing out, $27.5 billion saved estimated over

23

the next ten years, but that is $2.7 billion divided by more

24

than $700 billion.

25

nothing, but it is not much better than nothing.

That is 0.35 percent.

It is better than
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I want to go through the whole payment process here,

2

because I do not understand it.

3

out to Medicare Administrative Contractors, four of them, to

4

actually make the payments, and then also, apparently,

5

determine whether the payment they have made is improper.

6

Is that--I mean, describe that to me.

7

Dr. Budetti.

CMS, Medicare, contracts

So, there are--there is a long history of

8

interaction with the private sector in the Medicare program,

9

and, in general, it is helpful to think about our

10

contractors in certain functions.

11

do, in fact, handle the money, pay the claims, and have

12

initial responsibility for overseeing whether those claims

13

are valid under the Medicare rules and whether they should

14

be paid, and there is opportunity to stop the payment in

15

that circumstance.

16

Senator Johnson.

17

Dr. Budetti.

Those are the MACs, right?

Those are the MACs, the Medicare

18

Administrative Contractors.

19

Senator Johnson.

20
21

There are contractors who

How quickly are they required to make

payment when a claim is submitted?
Dr. Budetti.

So, under the Medicare law, they are

22

required to pay not sooner than two weeks and not more than

23

30 days.

24

it is a relatively quick payment requirement, but there is a

25

window of a couple of weeks before the bill--

So there is a window after they get the bill.

So

43
1

Senator Johnson.

2

Dr. Budetti.

3

That is the MAC that does that?

It is the Medicare Administrative

Contractor, the MAC, that does that--

4

Senator Johnson.

5

paid through the MAC?

6

Dr. Budetti.

Is that 100 percent of CMS claims

Of fee-for-service.

On the Medicare fee-

7

for-service program, the MACs do handle the claims, yes,

8

sir.

9

Senator Johnson.

Okay.

And then that would be

10

different than for--Medicare Advantage is through private

11

insurance.

12

Dr. Budetti.

So Medicare Advantage is through private

13

insurance, and other parts of Medicare are administered by

14

the Medicare Administrative Contractors other than the DME

15

for the--

16

Senator Johnson.

Then who determines that, in 2011,

17

for example, that 61 percent of the $9.7 billion that was

18

paid by the MACs, who determines that 61 percent of that

19

were improper payments?

20

Dr. Budetti.

So, that is the CERT that you referred

21

to, which is a completely different process that is not

22

related directly to payment or directly to oversight, but to

23

statistical measurement of what the improper payment error

24

rate is, which we are required by law to measure and to

25

report, and we do.

And so that consists of a statistically
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1

valid national sample of claims so that we know how many of

2

them are not being paid properly.

3

Now, improper payments span a very wide spectrum.

4

one end of the spectrum, of course, are fraudulent claims,

5

and those are of great concern.

6

payments are, I think as you referred to--I would not call

7

them technicalities necessarily, but are for failure to

8

follow the billing procedures, to document that the patient,

9

for example, in a durable medical equipment situation

10
11
12
13

At

But a lot of the improper

actually had a physician contact and-Senator Johnson.

So why is that not caught in the

original 17, or 14 to 30 days?
Dr. Budetti.

So, it is a question of what the--so,

14

just to be clear, Senator, the MAC--the initial payment

15

screening does look at whether or not all the information

16

that is required to be on the claim is there and whether it

17

is appropriate, and then there are thousands and thousands

18

of cross-checks on whether or not this is a medically

19

unlikely claim, given the type of person and the type of

20

claim, or whether it is within what is covered for a

21

beneficiary.

22

point.

23

And many, many claims get screened out at that

But notwithstanding that, the claim may look good on

24

its face, but behind the claim, there may not be the

25

adequate documentation that--
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1

Senator Johnson.

Okay.

So what is the sample size on

2

the CERT?

In coming up with 61 percent, are we actually

3

testing 100 percent and we are determining--

4

Dr. Budetti.

No.

5

Senator Johnson.

6

Dr. Budetti.

7

Senator Johnson.

8

Dr. Budetti.

No.

--61 percent, or are we-I think for all of---testing one percent and--

The last time I had the number in front

9

of me, Senator, it was for all of the Medicare fee-for-

10

service, and I believe it was on the order of 70,000 or

11

80,000 in the national sample.

12

Senator Johnson.

13

Dr. Budetti.

It--

Versus how many claims?

Versus our billions of claims every year.

14

But it is a valid--it is valid enough to project what the

15

error rate is in fee-for-service claims across all of

16

Medicare fee-for-service.

17

you raised before about whether we are, in fact, going after

18

that 66 percent improper payments--first of all, we

19

certainly agree that any level of improper payment is not

20

acceptable, and certainly a two-thirds rate of improper

21

payments is not acceptable.

22

And the specific question that

And so we use the information that we get when we find

23

the improper payments.

We use that in a wide variety of

24

ways.

25

submit the claims to make sure that they are, in fact,

We use it to work with the persons, the entities that
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1

meeting the Medicare requirements in the first place.

2

Senator Johnson.

3

Dr. Budetti.

4

Senator Johnson.

5

7

Senator Johnson.

10
11

My time has--I am already over, but

let me-Dr. Budetti.

9

Well, again, I--

Okay.

6

8

Okay.

We--

All right, but---because I want to drill down on

this-Dr. Budetti.

We would be happy to--

Senator Johnson.

So then what percent of the improper

payments are actually followed up on?

12

Dr. Budetti.

So--

13

Senator Johnson.

I mean, so that the auditing firms,

14

what percentage of claims are actually--that are viewed as

15

improper do we actually take a look at and try and do

16

something about?

17

Dr. Budetti.

So, in the national sample, all of the

18

claims that are identified out of the, you know, if it is

19

70,000 or 80,000 claims, all the ones that are identified as

20

improper, which may be 7,000, 8,000, 10,000 claims that are

21

identified as improper, all of those are followed up on.

22

But that is a very small sample, because then from that

23

sample, we extrapolate to the national total of improper

24

payments.

25

Now, that is a very different issue, as I am sure you
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1

appreciate, that if you do a random national sample, you

2

have not identified--you have identified what the number is,

3

but you have not identified what the individuals are or

4

entities are that you would need to go after--

5
6

Senator Johnson.

Right.

So I realize that directs

your efforts--

7

Dr. Budetti.

So, again--

8

Senator Johnson.

9

Dr. Budetti.

Next question.

What percent--

So we have a separate set of contractors,

10

yet another set of contractors called the recovery auditors,

11

and one of the things that drives where the recovery

12

auditors look to recover overpayments is the--are the

13

findings from the analysis of where the improper payments

14

are.

15

in a certain type of service, then the recovery auditors can

16

target that and go after it, and that is a very in-depth.

So if there is improper payments that are being made

17

Senator Johnson.

18

Dr. Budetti.

19

Senator Johnson.

Okay.

I think I understand that.

Okay.
Again, I am asking a question.

What

20

percent of the improper payments does Medicare do something

21

with, I mean, to actually take a look at, audit, try and get

22

recovery from?

I mean, what percent is that?

23

Dr. Budetti.

I--

24

Senator Johnson.

25

Dr. Budetti.

I mean, do you know or do not know?

Well, we do something with all of the--
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1
2
3

Senator Johnson.

With 61 percent of all the claims

that have been paid, you do something with it?
Dr. Budetti.

We do something with it, but we do not--

4

there is no way to seek to recover all of those because we

5

have not--in many cases--first of all, if there is

6

inadequate documentation or if there is a failure to submit

7

the bills in a way that meets full Medicare requirements,

8

that is something that the recovery auditors can target, but

9

they cannot target every type of improper payment.

10
11

They can

only do whatever they can do.
But we use that information for restructuring our

12

approach to dealing with the providers and suppliers, for

13

dealing with beneficiaries, and, of course, we do look at

14

the ones that look the most suspicious, and that is where we

15

spend a lot of our time, looking at the ones that are

16

suspicious for fraud or abuse.

17

Senator Johnson.

Okay.

Thank you, Madam Chair, for

18

indulging me.

I still do not understand.

19

incredibly frustrating, preparing for this hearing, trying

20

to understand the system--

21

Senator McCaskill.

22

Senator Johnson.

23

Senator McCaskill.

24

Senator Johnson.

25

Senator McCaskill.

I mean, this is

Welcome.
--and simply not--okay-We have got a lot more to go.
Welcome to big Government.
We have got a lot more to go.
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1

Senator Baldwin.

2

Senator Baldwin.

Thank you, Madam Chairman and Ranking

3

Member Johnson, for holding this hearing.

4

more work to do and I look forward to my service on this

5

Subcommittee and the efforts we will take to protect

6

taxpayer dollars by rooting out fraud, abuse in our

7

Government programs.

8

We do have a lot

At a time when so many lawmakers are looking at cuts to

9

Medicare benefits for seniors, I believe it is critically

10

important that we do everything in our power to eliminate

11

Medicare waste.

12

more than $44 billion in improper payments in 2012, and a

13

recent RAND Corporation study found that fraud and abuse

14

cost Medicare and Medicaid as much as $98 billion in 2011.

15

Every Medicare dollar saved through fraud prevention and

16

detection protects Medicare benefits for current and future

17

generations, and we know that every dollar invested to fight

18

Medicare fraud results in approximately $1.75 in savings,

19

according to the CBO.

20

According to the GAO, Medicare reported

I really deeply appreciate the work that all of you do

21

to maintain the integrity of the Medicare program, and I

22

also appreciate the work of the Subcommittee to call

23

attention to particular bad actors in the durable medical

24

equipment industry.

25

whose business practices involve preying on our most

We must crack down on those companies
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1

vulnerable citizens and seniors.

2

You all have a really, really tough job to do and I

3

want to look at this in a slightly different way, because we

4

have to be careful about attributing the practices of

5

certain bad actors within the durable medical equipment

6

industry to the industry as a whole because there are

7

certainly good actors out there.

8

have a number of excellent durable medical equipment

9

suppliers, including a vibrant community of small

And in my home State, we

10

businesses, mom-and-pop shops that have been serving

11

Medicare patients and health systems for more than 40 years.

12

Along those lines, I want to perhaps ask you, Mr.

13

Wilson, because you focus so much on the competitive bidding

14

program as a tool for reducing Medicare spending, I support

15

the overall goal of creating a fair marketplace for durable

16

medical equipment suppliers and reducing costs, without

17

question.

18

bidding program is designed in a way that will exclude many

19

of Wisconsin's small businesses that have provided valuable

20

medical products for many years.

21

However, I fear that the current competitive

So round two of the competitive bidding program has

22

reached Wisconsin and the prices go into effect, as you

23

referenced, in July.

24

companies--respected companies--that are now completely shut

25

out of providing services to Medicare beneficiaries for the

And I have heard from a number of
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1

next three years.

2

serving Southeast Wisconsin for 39 years.

3

independent business owner in Baraboo Wisconsin, serving

4

principally a rural area who shares with me, she says, "I

5

currently employ 13 full-time people and one part-time and I

6

do not think our company is going to survive."

7

It includes one company that has been
Another, an

As the competitive bidding process expands over the

8

coming months, I think we really have to monitor carefully

9

the impact that this expansion has on small businesses in my

10

State and throughout the country.

11

small business and patient access, particularly rural

12

patient access, I think we have to continually evaluate and

13

reevaluate.

14

based bidding programs that will drive down Medicare

15

spending without the adverse effects that I fear that the

16

current program might have, or will have, on small

17

businesses.

18

And if the program hurts

I also support consideration of other market-

Before turning to you, Mr. Wilson, to talk about how

19

you are monitoring the effects on small businesses, I also

20

want to just note that we have to really be mindful about

21

how our current audit practices impact patient access to

22

needed medical products.

23

in the City of Madison, for example, who creates prosthetic

24

legs, he reports that his Medicare claims have been all tied

25

up in audits, and these claims have ultimately been

One of our small prosthetic makers
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1

approved, but in some instances, he has waited for over a

2

year for payment.

3

had to wait significant times to receive their prostheses.

4

For someone who crafts legs for some of our most vulnerable

5

Americans, including veterans, I think we have to make sure

6

that our audit practices contemplate these challenges.

And as a result, many of his clients have

7

So, again, you have a really, really difficult task and

8

I am very excited that we are focusing on ways to really get

9

at the fraud.

Chairman McCaskill, I have to say, when you

10

were talking about the example of Med-Care, you may know

11

that I was raised by my grandparents and I remember not so

12

much in this area but in perhaps the charitable realm, that

13

my grandmother would get solicitations--she was a very

14

generous woman--would get all these solicitations for

15

charities that sounded like legitimate charities, but they

16

were really just a word different and that is very troubling

17

to me.

18

hear what your safeguards are for making sure that the good

19

actors still have a fair shake.

20

I am so glad for what you do, but I would like to

Mr. Wilson.

Thank you, Senator Baldwin, for your

21

comments and your questions.

A few things I would say at

22

the outset.

23

related to fraud and abuse, related to audits, are

24

symptomatic of a system where we pay too much and that

25

generates sort of a dynamic of--and an incentive for--

You know, I think that a lot of the problems
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1

suppliers to bill for things that patients do not need.

And

2

I think, again, if we can bring the price down and deal with

3

that underlying problem, I think that will go a long way

4

toward some of these other things that we talked about.

5

You know, with respect to small suppliers and

6

competitive bidding, that is something that Congress in

7

statute asked us to look at very, very closely and be

8

mindful of in our programs, and we did some very specific

9

policies to address small supplier issues, worked with the

10

Small Business Administration to establish a definition of a

11

small supplier, built policies around that definition, such

12

as a small supplier target where 30 percent of the contracts

13

would go to small suppliers.

14

63 percent of the contract suppliers meet that CMS Small

15

Business Administration standard.

16

to see that.

In fact, in round two, it is

So we are very delighted

17

I think that it is true that the statute requires there

18

be winners and losers under the competitive bidding program,

19

so you do have other small suppliers that did not get a

20

contract.

21

small suppliers working with contract suppliers as either a

22

subcontractor or helping with distribution, patient set-up,

23

patient education, so still being able to participate in the

24

program and to earn a living.

25

One of the things that we are seeing now is many

Other small suppliers can continue to participate with
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1

Medicare by being a grandfathered supplier.

2

continue to treat their existing patients for oxygen, other

3

types of rental equipment.

4

to participate.

5

They can

So, again, another opportunity

And they can also continue to provide other services

6

that do not fall under competitive bidding.

So there are

7

opportunities to continue to operate and we hope that

8

suppliers will take those.

And, again, we are seeing it.

9

Rural suppliers--the program does not affect areas

10

other than metropolitan areas and surrounding suburban areas

11

at this point.

12

competitive bidding.

13

operate.

14

So true rural areas are not affected by
Those suppliers can continue to

So I think that is a very important point to make.

And with respect to the supplier that is having

15

difficulty with an audit for the prosthetics that they

16

provide, if your office would like to provide us with

17

information, that is something we would be happy to look

18

into.

19

may be speaking for Dr. Budetti, but I am happy to look into

20

that.

I could not say what the particular issue is, and I

21

Senator Baldwin.

22

Senator McCaskill.

We will take you up on that.

Thanks.

So let me see if I can correctly

23

state this.

Although I have got different numbers about

24

what the total is that you spend on medical equipment, I

25

think it is fair, if everyone would agree, that we can use a
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1

ballpark figure of $10 billion.

2

any of the witnesses?

3

$10 billion?

Okay.

4

Mr. Wilson.

5

Senator McCaskill.

Any problem with that from

Is that fair, ballpark, $9,

Ballpark.
Okay.

Nine, ten billion.

Okay.

6

So your statistically valid sample says your improper

7

payments in that universe is 66 percent in 2011, correct?

8

Dr. Budetti.

Yes.

9

Senator McCaskill.

10

Dr. Budetti.

11

Senator McCaskill.

Okay.

It is around 66-So, now, for fee-for-service, the

12

same statistically valid sample showed improper payments of

13

8.5 percent, correct?

14

Dr. Budetti.

15

Senator McCaskill.

16

For things other than DME, yes.
So DME is 66 percent and the

rest of it is 8.5 percent.

17

Dr. Budetti.

18

Senator McCaskill.

19

Dr. Budetti.

20

Senator McCaskill.

21

Dr. Budetti.

22

Senator McCaskill.

23

Dr. Budetti.

24

Senator McCaskill.

25

Okay.

further.

Right.
Okay.

You are in trouble.

We are.
This is a big problem.

We acknowledge that-Okay.

--and that is why we have-Now, let us take it one step
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1

Dr. Budetti.

--seriously.

2

Senator McCaskill.

In 2011, our investigation shows,

3

based on facts and figures you gave us, that you recovered

4

$34 million in improper payments on DME in 2011.

5

Dr. Budetti.

I believe that is the right number, yes.

6

Senator McCaskill.

Okay.

So we have a ballpark $10

7

billion.

8

percent of it is improper in some regard.

9

technical.

10
11

Let us say $9 billion to be fair.

It may be fraud.

problems there.

We know 66
It may be

It may be all kinds of

And we are getting $34 million back.

Now, these auditors, these recovery auditors, I mean,

12

that is terrible.

13

assume they are not working on a contingency.

14
15
16

Dr. Budetti.

The recovery auditors do work on a

Senator McCaskill.
bad they must be.

18

Dr. Budetti.

20

So I have got to

contingency--

17

19

That is terrible.

Okay.

Well, I cannot imagine how

Well, I think there--it has to do with

which areas they are, in fact, looking at-Senator McCaskill.

Doctor--Doctor--we have got 66

21

percent improper payments on $10 billion and they find $34

22

million?

That is like--

23

Dr. Budetti.

24

Senator McCaskill.

25

Senator, let me-That is like me seeing a penny over

there and saying, boy, I picked it up.

Pay me for it.

How
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1

much of their contract is based on how well they do and how

2

much of it do they get regardless of whether or not they are

3

complete failures at it?

4

Dr. Budetti.

So the recovery auditors look at all the

5

improper--look at all the possible sources of overpayment

6

recoveries as well as, of course, making up for

7

underpayments where we underpaid somebody across the

8

Medicare fee-for-service program.

9

does have a very high overpayment rate, improper payment

10
11

rate.

So DME at $10 billion

There is no doubt about that.
But when I said, Senator, to Senator Johnson earlier

12

that we were looking at all the--let us look at--there are

13

three areas within DME that account for about half of that

14

improper payment rate and that is oxygen supplies, glucose

15

monitoring supplies, and nebulizers with related drugs.

16

these are generally services that--legitimate services that

17

went to legitimate beneficiaries, to a large part, and what

18

we need to do is make sure that the documentation and the

19

billing practices and all of the other approaches are

20

correct.

21

individual initiatives to deal with each one of those.

22

printed out--

23
24
25

And then we have individual targets.

Senator McCaskill.
this way.
Dr. Budetti.

Okay.

So

We have
You

Okay, then let us break this down
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1

Senator McCaskill.

I get the point you are making.

2

You are saying some of this is technical and it is not

3

really somebody ripping off the system.

4

technical violations--

5

Dr. Budetti.

6

Senator McCaskill.

It might be

Right.
--because of the areas where so

7

many of them are.

8

national sample and statistically valid, did you ask them to

9

break out a statistically valid sample of how much of that

10
11

Let us do it this way.

When you did the

was, in fact, fraud and waste?
Dr. Budetti.

So, that has been one of the areas that

12

we have been working on, because the way that the

13

statistical sample is structured and the way that it

14

measures improper payments is not a very sensitive tool in

15

terms of actually looking at fraud.

16

Senator McCaskill.

Well, then why do we have it?

What

17

is the point if we are not going to get the money back?

Why

18

are we auditing anything if we are not trying to get the

19

money back?

20

not mean anything.

21

are doing a statistically valid sample, we are figuring out

22

a 66 percent figure, but we are collecting $34 million.

23

Either you are sampling wrong--and I am a former auditor--

24

either you are sampling wrong and you are not focusing your

25

statistic sample on trying to find the fraud and waste, or

This is like a bureaucratic dance if it does
This is a giant waste of money, that we
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1

your auditors are complete failures in going after the

2

money.

3

Now, the next question is for you, Ms. Stanley.

We now

4

know that we have got 66 percent that is wrong some way.

5

Now, you are supposed to be figuring this out.

6

you know that somebody has more than 50 percent of the

7

documentation they have sent in is wrong, why do you not

8

quit paying them until you figure it out?

9
10

Ms. Stanley.

And that is really, you know, what we do

in--

11

Senator McCaskill.

12

Ms. Stanley.

13

16

No--

--from the ZPIC perspective.

Well, I am

just talking about from the ZPIC--

14
15

Why, when

Senator McCaskill.

Okay.

When can you quit paying

them?
Ms. Stanley.

Once we have a credible allegation of

17

fraud, we can--or we have an overpayment that we know

18

exists.

19
20

We may not know exactly--

Senator McCaskill.

Okay.

Let me ask you this.

Let me

give you a hypothetical.

21

Ms. Stanley.

Okay.

22

Senator McCaskill.

It comes to your attention that

23

someone has billed Medicare for a sleep apnea machine for

24

someone who is dead.

25

paying that provider at that moment?

Does everything stop in terms of
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1

Ms. Stanley.

We would, of course, verify, in light of

2

Senator Baldwin's comment about that whole balancing act of

3

making sure that this is, you know, as you say, a bad actor-

4

-

5

Senator McCaskill.

6

Ms. Stanley.

Really dead?

Well, we would want to verify that this

7

is not just an error on their part.

8

see is--you know, you are going to see that happen more than

9

once.

10

You are not going to just see that on one claim.

Senator McCaskill.

12

Ms. Stanley.

14

You

are going to know that this is a repeated thing--

11

13

What normally we would

When do you pull the plug?

As soon as we have a credible allegation-

Senator McCaskill.

So, what percentage of the cases

15

that your Zone has worked, what percentage do you pull the

16

plug on?

17
18
19

Ms. Stanley.

I do not know if I can give you a

credible number of that-Senator McCaskill.

Dr. Budetti, when are they allowed

20

to pull the plug?

21

any more.

22

this analytics you are going to get.

23

procedures in place?

24

analytics.

25

When can they say, we are not paying you

There are too many problems--and especially with

Dr. Budetti.

Do you all have the

You say you are going to have advance

Yes--
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1

Senator McCaskill.

At what point in time do you have

2

the authority, and do we need to give you more authority to

3

say, you are done.

4

this out.

5

Dr. Budetti.

We are not paying you until we figure

So, we do have very strong authority that

6

was under the Affordable Care Act, which Ms. Stanley

7

referred to, which is to suspend payments, ending the

8

investigation of a credible allegation of fraud.

9

we have a credible allegation of fraud, then we consult with

And when

10

the Office of Inspector General and if there is, after that

11

consultation, we are in a position then to suspend payments.

12

Suspending payments is an intermediate measure.

13

the payments at that point in time, but we still have to do

14

all of our additional work to see whether or not that

15

particular supplier or provider should be kicked out of the

16

program, whether their billing privileges should be revoked-

17

-

18

Senator McCaskill.

19

Dr. Budetti.

20

enforcement-Senator McCaskill.

22

Dr. Budetti.

23

Senator McCaskill.

25

Right.

--whether we should refer them to law

21

24

It stops

And maybe--

--for additional investigation-Right, or maybe we go back and try

to get some of the money.
Dr. Budetti.

And, in fact--well, when we suspend
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1

payments, then, depending upon the kind of claim that is

2

coming in and whether it would otherwise have been approved

3

for payment, that money can go into an escrow account that

4

we then have if later on we can declare an overpayment

5

exists and we can collect that overpayment.

6

very, very useful tool.

7

So that is a

It is one of the tools that we use.

Another way of stopping payments involves looking at

8

the claims and not paying them until they have been

9

reviewed, so pre-pay review also can stop the payments until

10
11

the claim is being reviewed.
And then, of course, there is also, as I mentioned

12

before with the payment contractors, the MACs, there are

13

many, many ways that we can introduce ways to block payment

14

based upon the experience that--

15

Senator McCaskill.

Well, that all sounds good in

16

theory, except we are going to follow up on this subject

17

over the next two years.

18

have all this in place if you have got these kind of numbers

19

in terms of money going out the door.

20

It does not do any good for us to

And I need to finally ask this question and then I will

21

turn it over to Senator Johnson, and I will probably have

22

some more after he finishes, but how are the auditors paid?

23

Can you legally put out a proposal that you will hire people

24

to go after improper payments in the durable medical

25

equipment area and you will not pay them anything, except
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2

they get ten percent of everything that they recover?
Dr. Budetti.

So that is the Recovery Auditor Program

3

that is in statute, and that is how the recovery auditor

4

contractors, what are called the RACs--

5

Senator McCaskill.

6

recover anything.

7

Dr. Budetti.

So they get nothing if they do not

That is correct.

Their payments are

8

based upon their recoveries, and they work with us in terms

9

of--work with the Centers for Medicare and Medicaid Services

10
11
12
13

in terms of their priorities-Senator McCaskill.

Well, how many contractors do you

have, if you are only getting $34 million?
Dr. Budetti.

So, Senator, one of the aspects of this

14

that maybe I have not communicated adequately is that

15

improper payments are payments that were improper when they

16

were made, but many of those improper payments could be

17

proper payments if the billing was correct or if the

18

documentation was correct--

19
20

Senator McCaskill.

But you do not know what

percentage?

21

Dr. Budetti.

Well, actually, we do--

22

Senator McCaskill.

23

Dr. Budetti.

What is it?

--a very high percentage of them--and

24

that is why, when we review them, we learn from the

25

experience--
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Senator McCaskill.

Okay.

What percentage of the

2

payments you are making should not have been made, based on

3

a fraud, waste, or abuse?

What percentage of the 66

4

percent?

Twenty percent?

5

idea?

6

Half?

Dr. Budetti.

7

very different.

8

fraud--

9
10
11
12

A third?

Do you have any

I can tell you that the two numbers are

We have--we believe there is waste and

Senator McCaskill.

You do not know the number, Dr.

Budetti, do you?
Dr. Budetti.

Senator, fraudsters are very good at

making their claims look real--

13

Senator McCaskill.

14

Dr. Budetti.

I agree.

--so our system for measuring improper

15

payments is not designed to--and is not really appropriate

16

for measuring fraud.

17

approach to measure--

18

We are separately designing an

Senator McCaskill.

19

the fraud, then?

20

fraud?

Where is the system that measures the

That is what I am interested in.

21

Dr. Budetti.

22

Senator McCaskill.

23

Dr. Budetti.

24
25

Where is the system that measures

So-I want to get the money back.

I totally agree with you, Senator.

Actually-Senator McCaskill.

It does not appear that you are
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that focused on that, because it looks like you have got

2

this bureaucratic system where you are figuring out improper

3

payments, and now you are trying to tell me, well, never

4

mind that big number.

5

really, that is just paperwork and it is not really fraud.

6

It does not really matter because,

That is what we are here about today.

We are here to

7

figure out how to get the money back from people who have

8

ripped people off and how we keep our money being spent on

9

that in the future.

And if your systems now cannot tell you

10

those numbers, if you cannot sit there as the Head of

11

Integrity for CMS and tell me, we think about 20 percent of

12

the money going out the door every year should not be going

13

out the door, if you have no idea what that number is, then

14

there is no integrity in your program.

15

knowing whether there is integrity and you are telling me

16

you do not know what percentage of the 66 percent is even

17

money that should not have been paid.

18

Dr. Budetti.

You are in charge of

Senator, I could not--I could not agree

19

more with your--with the direction you are going in in terms

20

of our job is to protect the Trust Funds and protect the

21

taxpayers and to make sure that money is not paid

22

improperly, and certainly to go after the people who are, in

23

fact, stealing from the programs.

24
25

We have been, and we are working on a separate approach
that is designed to measure probable fraud.

We cannot just
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go out and ask people, did you commit fraud?

2

an estimate that works that way--

3
4

Senator McCaskill.

I can show you how to do this.

Prosecutors can.

5

Dr. Budetti.

6

Senator McCaskill.

7

We cannot do

Prosecutors could, yes.
We catch fraudsters all the time.

And, by the way, you have got--

8

Dr. Budetti.

Absolutely right.

9

Senator McCaskill.

--so much documentation here.

I

10

look at some of these letters that just were sent in to us,

11

frankly, some of this is like taking candy from a baby.

12

if the Federal system is not interested in doing this, you

13

have got State and local prosecutors I think you could get

14

interested.

15

I will turn it over to Senator Johnson.

16

Senator Johnson.

17
18

good questions.

Thank you, Madam Chair.

And

By the way,

I have the exact same questions.

I think what we really need to do is work together and

19

work with CMS to get the answer to your question in terms of

20

what percentage really is fraud related?

21

improper payments really are paperwork violations,

22

technicalities that are actually addressed by the suppliers

23

and then get paid?

24

information.

25

How much of the

I mean, we are missing some basic

Again, welcome to big Government.

Also, I appreciate Senator Baldwin's comments about not
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painting a broad brush in terms of the bad actors.

2

to definitely discipline and go after versus the quality

3

suppliers throughout the industry.

4

We want

To that vein, we were working with the American

5

Association for Home Care to try and get answers to some of

6

these questions, get their perspective, and they sent me a

7

letter I would like to enter into the record, with unanimous

8

consent.

9
10

[The information follows:]
/ SUBCOMMITTEE INSERT
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Senator McCaskill.

2

Senator Johnson.

Absolutely.
Thank you.

An interesting statistic

3

that I came up with, also, that we found out, is that when

4

the payments are being adjudicated, 53 percent that were

5

termed "improper" or where there was--I am not exactly sure

6

what this represents, but 53 percent by Administrative Law

7

Judge are actually overturned.

8

were basically judged by CMS to be improper, now 53 percent

9

when adjudicated are actually proper.

10

So, in other words, if they

So I am not quite

sure what that tells us, but we have got a problem here.

11

What I would like to do is--again, this is welcome to

12

big Government--so, Ms. Stanley, you have some private

13

sector experience, so I would like to talk a little bit

14

about the difference between the problems we are seeing here

15

in terms of how do we get our arms around, how do we control

16

waste, fraud, and abuse in a public payment system, you

17

know, a big Government system, versus how does the private

18

sector do it, because we are talking about Medicare fee

19

schedules paying three to four times the rate, I guess, of

20

private insurers.

21

up on private insurers, but they do something to control

22

that.

23

And I know a lot of people like beating

Can you just speak, in general, the difference in the

24

type of fraud that private insurers are dealing with versus

25

the Medicare system?
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Ms. Stanley.

I will try.

I think that a lot of the

2

issues are similar that you see on both sides.

3

big differences that I noted when I came to Medicare was

4

that, you know, we had so much control, I guess, for lack of

5

a better word, over our panel of physicians on the private

6

side.

7

market and who you are letting into that program.

8
9

One of the

If you are an HMO, you are controlling kind of that

I think that CMS has made extreme progress in heading
in that direction with more control over provider

10

enrollment, especially around DME.

11

Clearinghouse that Dr. Budetti mentioned really has taken, I

12

think, just leaps and bounds of better controls around how

13

they are looking at providers and treating it much more like

14

the private side.

15

Senator Johnson.

The National Supplier

Okay, but in the private sector, a

16

private insurance company does not make payments on claims

17

and then auditors come in there and say, well, boy, 66

18

percent of those were improper--

19

Ms. Stanley.

Well, you are right.

20

Senator Johnson.

21

Ms. Stanley.

I mean, what percentage would it be?

One of the advantages--I would not want

22

to answer that, but one of the--because I have been out of

23

it for some time--

24

Senator Johnson.

25

Ms. Stanley.

Okay.

--but one of the big differences, I
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think, as well, is things like precertification.

2

insurers will set up and they will say, look, in order to

3

get this supply or this surgery, we are going to have you

4

precertify.

5

have not went in that direction.

6

care side, you have HMOs manage care for Medicare, but under

7

the fee-for-service side--

8

Senator Johnson.

9

insurance.

Private

Medicare is a fee-for-service program and so we
Of course, on the managed

But, also, you just have private

Again, I know that some people just really hate

10

the thought of profit, but it is a pretty strong discipline

11

in terms of controlling costs, is it not?

12

Ms. Stanley.

Well, absolutely--

13

Senator Johnson.

14

Ms. Stanley.

15

Senator Johnson.

And the private sector--

--is looking at---does just a far better job

16

controlling costs, preventing fraud within the private

17

reimbursement system.

18

root cause of the problem with the out-of-control health

19

care spending in general, it is because we have separated

20

the consumer of the product from the payment of the product.

21

We did that back in the 1940s and we started the third-party

22

payer system.

23

insurance companies paying for it, the consumer of the

24

product, by and large, does not care what something costs

25

because they really do not have that much skin in the game.

Again, if you want to really know the

Whether it is Government paying for it or
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Yes, there are deductibles.

There is co-insurance.

But, in

2

general, just give me the best and we end up with that basic

3

result.

4

In terms of how the private sector operates, in terms

5

of how they control those costs, talk about their auditing

6

system versus what you are doing.

7

Ms. Stanley.

8

different.

9

complaints.

Wow.

I do not know that it is that

I mean, many times, they are responding to
They are doing some data analysis.

In some

10

cases, to be honest, it is--I think it is at least, and

11

again, I have not been on that side of the house--

12

Senator Johnson.

13

Ms. Stanley.

14

Senator Johnson.

15

Senator McCaskill.

16

Okay.

--for 13 years.
Let us talk about-She was about to say something nice

about--

17

Senator Johnson.

18

Senator McCaskill.

19

Senator Johnson.

20

Oh, I am sorry.

It is--

Let her say something-Oh, okay.

Sure.

Well, I am running

out of time.

21

Senator McCaskill.

22

Senator Johnson.

23

Ms. Stanley.

24

Senator Johnson.

25

So let me change gears, then.

You can take more time-No, go ahead.

Go ahead.

something really nice.

That is fine.

No, go ahead if you were going to say
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Ms. Stanley.

I was going to say that I think that, you

2

know, in some ways, Medicare is so much more sophisticated.

3

I mean, when I came from the private side, we based

4

everything on how Medicare designed their payment

5

structures, and that is really what we based a lot of our

6

policy and procedure on because Medicare was really so

7

sophisticated in terms of the specific policies and in

8

looking at medical necessity and those kinds of things, not

9

necessarily talking about the payment specifically, but just

10
11

the way that you are administering that.
And I think that looking at the data analytics side,

12

the fact that we are trying to go, I think, more--CMS is

13

looking more at risk-based, which sort of gets to your

14

point, you know, of trying to look at where is the highest

15

risk to this program?

16

bang for our buck, and let us focus those resources on those

17

areas.

18

physicians or suppliers that are trying to do the right

19

things.

20

Where are we going to get the biggest

That also keeps us from sort of hounding those

Senator Johnson.

Let me talk--just move into the

21

private sector side of the public system here and Medicare

22

Advantage.

23

Medicare Advantage in terms of reimbursements there versus

24

what we see in Medicare and Medicaid, because, I mean, my

25

understanding of that is that is a, I guess, a voucher

Talk about the fraud that we are seeing in
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program, something like that, where seniors are actually

2

buying private health care plans and they have got a little

3

more skin in the game that way.

4

in that, which is about a $232 billion a year program, is

5

that about accurate, with Medicare Advantage?

6

Dr. Budetti.

Do we see the same problem

Dr. Budetti?

So, the improper payment error rate,

7

which is what we do measure across Medicare, is--I am trying

8

to come up with the number--I think it was on the order of

9

11 percent this year.

10
11

But, again, that is not a measure of

fraud.
Senator, because you are so interested in the private

12

sector, and I would be delighted to provide you with more

13

information on this, we have launched over the past year and

14

recently really moved into an advanced phase of an active

15

ongoing partnership with the private sector, with health

16

plans, with the Health Care Anti-Fraud Association, with the

17

States.

18

Fraud Prevention Partnership, and this will involve

19

everybody sharing information on who is perpetrating exactly

20

which kind of scams.

21

private sector plans and associations that are working with

22

us are extremely enthusiastic about this.

23

We are all now working together under a Health Care

We are very, very encouraged.

The

We are building this as a long-term interaction that

24

will mean that fraudsters will not be able to, for example,

25

bill one health plan for eight hours a day, bill another
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health plan for eight hours a day, bill Medicare for eight

2

hours a day, and bill Medicaid for eight hours a day and get

3

away with it because nobody is seeing 32 hours of billing

4

because we will be sharing the information among all of the

5

payers and building the sophisticated analytics around the

6

shared information.

7

And so this is a very important step forward, that if

8

you would be interested, we would be delighted to provide

9

you with more information on.

10

Senator Johnson.

Okay.

Again, that sounds like a

11

positive cooperation and coordination.

12

not speaking to the benefit of utilizing more of a private

13

sector model, where individuals have more skin in the game

14

or more control over what they are spending, making wise

15

consumer choices, versus the Government just coming up with

16

a fee schedule that is paying three or four times the cost

17

of different types of products.

18

But, again, it is

My concern is you will never made that system work, and

19

I think that is really what we are seeing here in this

20

hearing.

21

just coming to grips with some of these, really, overpayment

22

issues.

23
24
25

I mean, Medicare is how many years old, and it is

But, anyway, that is enough for my time right now.
Thank you.
Senator McCaskill.

Let me talk about the specifics of
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1

some of the complaints that I got from constituents.

2

my understanding that the rule does not allow telephone

3

solicitation, correct, without some kind of previous

4

permission from the Medicare member that is being solicited?

5

Dr. Budetti.

6

Senator McCaskill.

7

Dr. Budetti.

8
9

It is

That is correct.
Okay.

There has to be a prior--cold calls are

not allowed.
Senator McCaskill.

Cold calls are not allowed.

10

Clearly, we have gotten a lot of complaints about cold

11

calls.

12

to your information you gave us.

13

you had 70 complaints that were investigated last year.

14

got more than that--I am sure you got many that were not

15

investigated, but you had 70 that were investigated.

16
17
18

I think we got almost as many as you did, according
You all briefed us that
We

Has a DME supplier ever been excluded from the program
based on being caught doing this?
Dr. Budetti.

I believe you are aware from the

19

information we provided, Senator, that growing out of the

20

75, I believe it was, that were investigated, most of those

21

led to various kinds of corrective actions.

22

problems, but most of them led to various kinds of

23

corrective actions.

24

their billing privileges revoked, but then was able to

25

demonstrate that they were stopping and that they were

There were

One of the suppliers did, in fact, have

76
1

engaging in proper conduct and so they were readmitted into

2

the program.

3

But I point out that there are lots of other

4

consequences or people who are engaging in unlawful

5

telemarketing to Medicare beneficiaries.

6

claims that they subsequently submit that were generated by

7

that unlawful telemarketing are false claims against the

8

Government, and both the telemarketers and the suppliers can

9

be liable criminally, civilly, for submitting false claims.

In particular, any

10

And recently, there was a case that was reported where, I

11

believe it was close to $18 million was paid in precisely

12

that circumstance.

13

So in addition to the work that we do to impose

14

administrative controls and corrective actions, there are

15

lots of other consequences for telemarketers if that leads

16

to false claims against the Government.

17

Senator McCaskill.

I would really like a breakdown of

18

how many immediate consequences resulted from a violation of

19

the telemarketing laws, because this is one of these areas

20

where I really believe a zero tolerance would have a

21

wonderful deterrent effect.

22

lot on your plate.

23

I mean, you all have an awful

And I do want to compliment you.

I know I am tough on

24

you, Dr. Budetti, but I do want to compliment you in that,

25

overall, the administrative costs of Medicare are very
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reasonable.

2

and I, we agree on going after fraud and waste, we probably

3

have some other differences of opinion--I am aware that the

4

administrative costs for Medicare Advantage are higher than

5

Medicare, that, in fact, we spend more on overhead on

6

Medicare Advantage than we do on the basic Medicare program,

7

and that was--Medicare Advantage came about because the

8

private sector came and said, give us Medicare.

9

it cheaper.

10

In fact, I believe--and this is where my friend

We can do

Well, as it turned out--in fact, the $500 billion that

11

is thrown around in political campaigns is all about pulling

12

back some of that money that has enhanced the bottom line of

13

those private Medicare Advantage companies that said they

14

could do it cheaper, and it turned out they could not.

15

did not do it cheaper.

16

expensive.

17

Republicans and Democrats agree on, because it is in

18

everybody's budget.

19

election time.

20

They

It was more expensive, not less

And that is the $500 billion that I think the

It just becomes the whipping post at

I really am worried about whether or not we are sending

21

the right signal about the tolerance of this and whether or

22

not cases are being criminally prosecuted.

23

Budetti, what percentage of the cases that are referred to

24

law enforcement end up in a civil settlement versus a

25

criminal conviction versus time behind bars?

Do you know, Dr.
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Dr. Budetti.

With respect to telemarketing per se or

2

with respect to wider--

3

Senator McCaskill.

4

Dr. Budetti.

The whole caboodle, fraud and DME.

I do not have that breakout, Senator, but

5

I would be delighted to work with our law enforcement

6

colleagues and get you a response.

7

Senator McCaskill.

I found out the hard way in this

8

Committee that when I first talked to ICE about how many

9

employers had gone to jail for knowingly hiring undocumented

10

immigrants, they had no idea.

11

idea is because, frankly, they were not doing it.

12

not want to keep track of it because it was not very good.

13

And the reason they had no
They did

So I know if you keep track of it, we can hold you

14

accountable.

And I would certainly urge you to get that

15

information to us and then have it in a way, just like you

16

tracked how many overall suppliers you have, track how

17

successful you are at putting people in prison that do this,

18

not saying, we are going to slap you on the hand and we paid

19

you $140 million and you gave us five, so we are going to

20

call it a day.

21

telling where, and we are going to take $5 million from you

22

and you are going to walk away, and before you know it, you

23

will be in a fancy place somewhere else with all the money

24

you have made off this program and you are never going to

25

spend a day behind bars.

You have probably got money stashed no
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Dr. Budetti.

Senator, I can tell you that the Health

2

Care Fraud Prevention Enforcement Action Team and the

3

associated strike forces have been extremely successful in

4

both increasing the likelihood of convictions and also the

5

speed with which convictions are occurring--

6

Senator McCaskill.

That is terrific.

7

Dr. Budetti.

8

detailed data on that.

9

you just expressed, I can identify with many of the comments

--and I will be delighted to get you the

10

you just made, Senator.

11

Senator McCaskill.

But I must say, I think that what

Thank you.

And why was the rule

12

scaled back just to include phone calls?

13

include e-mails and text messages and all of those?

14

over-hyper legal counsel?

15
16

Dr. Budetti.

Why can we not
Is this

Is that what this is?

It is--I would never use that phrase,

Senator.

17

Senator McCaskill.

18

[Laughter.]

19

Dr. Budetti.

I can.

I am a lawyer.

We do not have the statutory authority to

20

regulate beyond telephone marketing, and we would be

21

delighted to discuss that with you further if you would like

22

to.

23

Senator McCaskill.

And I should know--and I will

24

check--the lawyer said the underlying statute specifically

25

says telephone only?
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2

Dr. Budetti.
only.

We are--yes.

That is the way--

3

Senator McCaskill.

4

Dr. Budetti.

5

And when was this all written?

I do not know the date of that, but I

will be happy to get you all the details.

6

Senator McCaskill.

7

Dr. Budetti.

8

We are limited to telephone

Shame on you.

We would be delighted to discuss this

with you in more detail, Senator--

9

Senator McCaskill.

Yes, because as you know, our

10

challenge on Medicare is the demographics, and I can assure

11

everyone that in the not-too-distant future, you are going

12

to have a whole lot of Medicare participants that are

13

relying more on e-mail and text message than they are phone

14

calls, if my life is any example.

15

not even want to say how close I am because it is, frankly,

16

frightening to me that I am going to be there before too

17

long.

18

necessary.

19

I am not there yet.

I do

I really think we have got to do whatever is

So I would look for some guidance from you on specific

20

statutory language you need to prohibit this cold calling in

21

any form.

22

Dr. Budetti.

So, we would be delighted to work with

23

you and your staff and the Subcommittee and any interested

24

members, Senator.

25

Senator McCaskill.

How about the bonding?

I know we
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have got bonding now.

2

after these bonds?

3

Dr. Budetti.

How successful have we been at going

The durable medical equipment suppliers

4

are required, as part of their enrollment process--and we

5

have verified that this is the case--to have security bonds

6

in place.

7

it is now since 2009, and when we get to the point where

8

there is a debt that has not been collected, then we are

9

able to move against the security bonds.

10

The security bonds have been in place, I believe

We have, in the past a little over a year been

11

implementing the collection procedures against the surety

12

bonds.

13

process and to make sure that we are going against it.

14

Fortunately, although the bond may have been held by

15

somebody who has disappeared and who has no assets, the

16

security--the surety is still there that holds the surety

17

bond, and so we can go after the surety bonds.

18

is an area that is very active in terms of improving our

19

process and improving our collections against the surety

20

bonds and we are pursuing this with a great deal of energy.

21

We have our work cut out for us to improve that

Senator McCaskill.

And so this

I would like the accountability

22

metrics on that, too.

I would like to know how many bonds

23

we have gone after, what percentage of the bonds have been

24

recovered, because I want to make sure that we are building

25

the data, because I believe that the Secretary has the
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authority to increase the size of those bonds--

2

Dr. Budetti.

That is correct.

3

Senator McCaskill.

--and if we do not have that data

4

at the tips of our fingertips, then there is really never

5

going to be a time she is going to increase those bonds

6

because she is not going to have the data to support the

7

decision.

8
9
10
11

Dr. Budetti.

Senator, I share that entirely, and we

are in the process now of building the reporting and data
systems so that we can do exactly what you just said.
Senator McCaskill.

Okay.

That is great.

I believe

12

you covered the competition very well, and I know we are

13

going to take a lot of the excess out with that.

14
15

I am happy now to turn it over to Senator Johnson, if
you have any other final questions.

16

Senator Johnson.

Yes.

Thank you, Madam Chair.

17

As long as we are talking about different types of

18

certification, do you have the statistics on how many

19

suppliers?

20

many suppliers are there--

I have seen 100,000.

21

Dr. Budetti.

22

Senator Johnson.

I have seen 15,000.

How

We are down to about 96,000 now, Senator.
Ninety-six thousand.

How many of

23

those--do you have the statistics on terms of how many are

24

certified, how many have been certified with a site visit?

25

Dr. Budetti.

So, all of those suppliers went through
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the initial enrollment process and screening, and then when

2

they were subject to surety bonds a few years ago and now

3

are subject to advanced scrutiny, enhanced scrutiny under

4

the Affordable Care Act and revalidation.

5

process of revalidating all 1.5 million--

6
7

Senator Johnson.

Is that like a desk revalidation,

though, or is it site visits or--

8
9

We are in the

Dr. Budetti.

No, Senator.

They are all subject to

site--to unannounced site visits, and when the National

10

Supplier Clearinghouse notices any kind of elevated fraud

11

risk for a given supplier, they raise the likelihood of

12

scrutiny of going back and doing--

13

Senator Johnson.

14

Dr. Budetti.

15

Senator Johnson.

16

site visits.

Again--

--subsequent site visits and so forth.
Subject to is different from actual

So I--

17

Dr. Budetti.

18

Senator Johnson.

19

Dr. Budetti.

20

Okay.

No-Let me just ask--

That is the 86,000 site visits that I

referred to, Senator, so far.

21

Senator Johnson.

22

Okay.

Good.

23

little later on.

Eighty-six thousand site visits.

So we may just ask for more detail on that a

24

Dr. Budetti.

Sure.

25

Senator Johnson.

You know, we talked about some of
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these telemarketing scams and the requirements that you have

2

to have been a customer.

3

invited has been in the acquisition mode.

4

What are the rules governing a business that acquires a

5

bunch of other businesses that have a bunch of customers?

6

Does that become part of their customer base so that they

7

can take those Medicare numbers and apply them to their

8

entire product line against all their companies?

9

Senator McCaskill.

10

Senator Johnson.

11

Dr. Budetti.

I know one of the companies we
What is the law?

That is a good question.
Do you know if that is?

So, I think it would depend on whether

12

they are going to be a new--essentially a new supplier or

13

whether--because they are all subject to the enrollment and

14

oversight responsibilities.

15

to track that will be greatly enhanced with some enhanced

16

proposed rules that actually that we are announcing today,

17

Senator.

18

The companies can engage in the transactions that you

19

mention.

20

same kind of scrutiny.

21

I think that the--our ability

And so--but the companies--it is a marketplace.

But then they are going to be subject to the exact

Senator Johnson.

They cannot just simply-I understand, but that is a way to

22

dramatically increase your reach in terms of being able to

23

telemarket to customers, because now you can legally do it

24

because you bought a company who has got a lot of customers

25

and now you can spread that over your entire product line,
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correct?

2

Okay.

Ms. Stanley, let us talk a little bit about the private

3

sector.

4

six types of frauds--are those commonplace in private sector

5

insurance companies, I mean, doing the exact same thing, and

6

how prevalent?

7

You had mentioned those six frauds.

Ms. Stanley.

Do those same

Well, it kind of depends on the

8

individual insurance plan.

If you are talking about an HMO,

9

where they are doing precertification, you are not going to

10

see things like services not medically necessary because you

11

have already screened that up front.

12

things--the same thing with, you know, say, the example that

13

I gave of hospice--

14
15

Senator Johnson.

I mean, telemarketing fraud?

Is that

common in private insurance?

16

Ms. Stanley.

17

Senator Johnson.

You know, again, I have not done that-Probably not.

18

not provided?

19

again, I bought health care.

20

I--

21

But most of the other

What about services

I mean, generally, are not private sector--

Ms. Stanley.

We were paying these claims.

I know that we would have--again, this

22

has been 13, 14 years ago--we would certainly have instances

23

of services not provided, but I think moreover it was more

24

focused on either the coordination of benefits issues around

25

who was supposed to be paying and also--you know, some of
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these things, however, are definitely--

2

Senator Johnson.

3

Ms. Stanley.

4

Senator Johnson.

But it is--

You see them on both sides.
It is safe to say, though, that the

5

instance of fraud is far less in the private insurance

6

market, correct?

7

Ms. Stanley.

8

Senator Johnson.

9

I do not know the answer to that.

a couple more facts.

Okay.

Let me just conclude with just

You raised the $500 billion figure, so

10

let us--let me talk a little bit more about that, because

11

that was an old figure.

12

terms of the health care law is when it was originally

13

passed, it was going to cost a trillion dollars over ten

14

years.

15

And when it really kicks in in 2016, it will cost about $2.4

16

trillion over ten years.

17

afraid, another Government program that may not be

18

particularly efficient in terms of how the money is spent.

19

It was going to be financed by about a half-a-billion

What we are looking at right now in

The current budget window is about $1.7 trillion.

Again, that is going to be, I am

20

dollars' worth of taxes, fees, and penalties, which gives

21

you in the first ten years about a half-a-trillion dollars'

22

reductions in payments from Medicare in some way, shape, or

23

form, Medicare Advantage.

24

believe it was going to be about a trillion dollars in

25

taxes, which means--that is the $716 billion of reduction

In the second ten years, I
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from Medicare, Medicare Advantage, in some way, shape, or

2

form.

3

you are talking about $1.5 trillion of taxes, and that is

4

leaving about a trillion dollars coming from somewhere, I

5

guess, Medicare, Medicare Advantage.

In the full implementation, 2016 through 2025, now

That concerns me.

6

When I was at dinner with President Obama--listen, I

7

appreciate the fact that he reached out and we start that

8

process of building relationships and start solving these

9

problems--it was interesting during that dinner when he laid

10

out the extent of the problem.

11

You know, in terms of the budget, he said it is health care

12

spending, which it is.

13

problem we have reforming Medicare is that for every dollar

14

that Americans pay into the system, they are going to be

15

getting about three dollars out in benefits.

16

on to say that most Americans do not understand that, which

17

I agree.

18

understand the extent of the problem.

19

Pretty accurate, I thought.

And in particular, he said, the

I do town halls all the time.

He also went

People do not

Now, the only way you are going to fix a problem is you

20

have to first admit you have one and you have to properly

21

define it, and that is what we are trying to do here today,

22

just on the fraud.

23

of the problem.

24

look at the enormous problem, the enormous challenge facing

25

Medicare, I am highly concerned.

We are trying to get to the definition

But if you go back on a macro basis and you
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Madam Chair, again, I appreciate the bipartisan effort

2

here.

I think the first act of bipartisanship, we need to

3

come together, figure out what we agree on, agree on the

4

facts and figures, whether it is in this micro problem in

5

terms of--overall, it is a big problem, but it is small

6

compared to what we are talking about here, a dollar going

7

in and three dollars going out.

8

President would publicly tell the American public what he

9

told us in private, because all I have heard him say

Now, I really wish the

10

publicly is that we just need modest reforms to Medicare.

11

think the result of this hearing is that we need far more

12

than modest reforms to Medicare.

13

I

So with that, again, Madam Chair, I really appreciate

14

this hearing.

15

want to get to the bottom of what is happening with waste,

16

fraud, and abuse in the Medicare system.

17

I want to keep working with you on this.

Senator McCaskill.

I

Thank you.

Well, I think we can, and I think

18

we can agree on a lot and I will--you probably, for a lot of

19

reasons--I have heard the President say that publicly.

20

have heard him say that we have the average recipient of

21

Medicare services is getting three times as much in benefits

22

as they have paid into the system.

23

number of times in public.

24

Senator Johnson.

25

Senator McCaskill.

Okay.
Yes.

I

I think he said it a

I stand corrected.
And I think we all know that
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that is the problem, and part of that is, in fact,

2

incentivizing the system appropriately, and I agree with you

3

about making sure that we have skin in the game, making sure

4

that we have means testing, making sure that we have a

5

system that does not allow bad actors to take advantage of

6

the fee-for-service scenario.

7

business models that we have allowed to build up around

8

Medicare, where the more you do, the more you make--not how

9

healthy you are, but the more you do.

10

And some of it is just the

I have told this story before, and I will close the

11

hearing with this.

12

for me to get my mother to say to her doctor, "I had blood

13

work three days ago at another doctor.

14

it again."

15

doctor."

16

work for this ten-day period.

17

blood work in a month.

18

need it."

19

You would not believe how hard it was

I am not going to do

She said, "Well, I cannot say that to the

I said, "Yes, you can.

You have had enough blood

You do not need five sets of

We are paying for that.

You do not

But the doctors know that every time they do that, that

20

is something Medicare is going to pay for.

And until we get

21

this primary care system where we have a lot more oversight

22

from beginning to end and more of a continuum of care with

23

the emphasis on healthy, the emphasis on skin in the game, I

24

think we are going to continue to struggle in trying to

25

bring these health costs under control.
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But this is a big deal, because not only does it cost

2

us a lot of money, it is rewarding exactly the kind of

3

behavior that we need to be putting in prison in terms of

4

this fraud, and particularly the fraud.

5

So I look forward to working with you, Dr. Budetti and

6

Mr. Wilson and all of the--I will use the acronym now--

7

ZPICs--and the MACs.

8

to know if they are getting only paid for what they recover.

9

They need to hire--there are some really good auditors out

I would love to meet the MACs.

I want

10

there that could make a lot more money if they went to work

11

for them, because I guarantee you, there is a lot of money

12

to be made on going after this money.

13

have the tools.

14

they do not have in terms of getting after these improper

15

payments that are recoverable, because you are doing a

16

miserable job at getting the money back in the door.

Maybe they do not

Maybe I need to learn what tools they need

17

So I will look forward to working with you and I will

18

look forward to you having clear and crisp answers to what

19

is the extent of money that is being paid that should not be

20

paid in DME, in medical equipment.

21

the door that should not be going out the door?

22

love that number.

23

you are comfortable with, and then we can start measuring it

24

and see if we cannot bring it down.

25

save a billion dollars in the next two years.

How much is going out
I would

Surely we can come up with a number that

I would love to see us
That is a
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goal that I would like us to set and I think it is

2

achievable if we all work together on this, and I look

3

forward to working with Senator Johnson.

4

We will consider compelling the witnesses' appearance

5

that did not appear today.

I think that we want to be very

6

careful about this because we do not want to have Government

7

being onerous or overreaching when it comes to asking people

8

to appear in front of the Senate for Committee and oversight

9

work.

I will look forward to visiting and getting the

10

counsel and advice of the Ranking Member on that, as to how

11

we proceed.

12

that is making a lot of money off the Government, and part

13

of our job in terms of accountability is making sure that we

14

are getting the answers from those companies.

15

I do know that there is a lot of private sector

I have found in the contracting world that when I did

16

listen to the companies, not only did I figure out how we

17

could save money, I figured out how to make it easier for

18

the majority of the contractors that do business with the

19

Government that are doing the right things for good value

20

and are saving us money.

21

instances does save us money and I want to make sure that I

22

always mention that.

23

sector is very important to this oversight work when those

24

companies do depend on the Government for their cash flow

25

and for their P&L.

The privatization in many

But getting insight from the private
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So I will look forward to working with you all.

2

to thank the staff for their hard work on this.

3

want to thank Senator Johnson, and this hearing is

4

adjourned.

5
6

I certainly

[Whereupon, at 11:59 a.m., the Subcommittee was
adjourned.]

I want

