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ADDRESS ON HEALTH CARE FRAUD
U S. ATTORNEY GENERAL JANET RENO

WORLD TRADE CENTER
BOSTON, MASSACHUSETTS
THURSDAY, JUNE 6, 1996, 3:30 P. M

PROCEEDI NGS
ATTORNEY GENERAL RENG  Thank you,
Scott.
| met you a long tine ago. And |
never thought 1'd have the chance to deal wth
you in this working relationship, but it has
been great.
And | so nuch appreciate the working
rel ati onship that you and Don have. Don has
been a nodel for other U S. Attorneys. And the
wor ki ng rel ationship that you two have
devel oped is what | point to when | say "See,
that's the way you should do it."
| just want to tell you all how nuch

| appreciate your being here. | think it's
very inportant that we cone together. And |
woul d just |ike -- because we nmake allusions to
the cost of health care fraud -- and 1'd |ike
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to just describe, fromour perspective, the
| npact that it's had.

Heal th care fraud and abuse not only
adds enornous financial costs to the system

but | think so many of us are here today
because we recognize that it also inpairs the
quality of health care for so many Anericans.

No one knows for sure -- and |I'm not
one to cite figures easily -- but of the
approximately $1 trillion spent on U S. health

care in 1995, we can to sone extent quantify
what we have recovered in fraud cases. The
nunbers are staggering.

Recoveries fromjust four cases in
t he past three years exceed $700 mllion. W
certainly don't catch everyone. The anount of
the fraud is obviously nuch nore.

Everyone pays the price.
Beneficiaries of governnment health insurance
such as Medicare pay nore for nedical services
and equi prent. Taxpayers pay nore to cover
heal th care expenditures. And consuners of
private insurance pay higher prem uns.

But perhaps even nore significant
t han the huge financial |oss caused by health
care fraud, it also endangers the health of

pati ents by causing the rendering of
unnecessary or inappropriate treatnent and by
corrupting, in some instances, the judgnment of
medi cal professionals as to what care shoul d be
provi ded.

It is painful to hear that sone
health care providers are willing to subject
peopl e to unnecessary care, to unnecessary
hospitalization, to unnecessary drugs, all

because t hese unscrupul ous providers have put
profits before their patients' welfare.

We cannot allow this financi al
| nducenent to corrupt the professional judgnent
of professional nedical providers, providers
who for so many years, the tradition of
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16 Ameri cans, we've been taught to trust these

17 peopl e.

18 Deci si ons whi ch physici ans nake day
19 i n and day out -- whether and where to

20 hospitalize a patient, what |aboratory tests to
21 order, what surgical procedures to perform

22 what drug to prescribe and how long to keep a

5

1 patient in a facility -- affect the health and

2 wel | -being of all Anmericans. And allow ng

3 t hese decisions to be corrupted is just plain

4 Wr ong.

5 Because of these concerns, because of
6 t he trenendous i npact of health care fraud, as

7 Scott has pointed out, | have nade it one of

8 the highest priorities at the Departnent of

9 Justice since | have taken office. These cases
10 are very conplex. They are very

11 ti me-consum ng. They are very difficult to

12 prosecut e.

13 And for that reason, we have nade a
14 concentrated effort, along wth the Depart nent
15 of Health and Human Services, to nake sure that
16 our U S. Attorneys and our crimnal division

17 are provided with the resources necessary to do
18 t he j ob.

19 W have, at the sane tinme, recognized
20 that the state Attorneys General and state

21 Medicaid units are on the front |line and that
22 they are an extraordinarily effective ally in

6

1 our effort.

2 And so what we have tried to do is

3 build a partnership that Scott descri bed,

4 working with state and | ocal officials, to nmake
5 sure that we don't duplicate our efforts and

6 that we blend our efforts together so that

7 they're utilized in the nost effective manner

8 possible. And | think that Massachusetts is an
9 exanpl e.

10 But | think it's inportant that we

11 wor k together to | ook at how we can prevent the
12 crime, whether it be youth violence or Medicare
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or health care fraud. | want to do everything
| can to prevent the crine. 1've never net
anybody that was the victimof a crine that
woul d have not preferred it to be prevented in
the first place.

Accordi ngly, the Justice Depart nent
has tried to reach out to industry and to
devel op nmeans of preventing the crinme in the
first place.

| have been so inpressed, in the over

three years that |'ve been in office, by the
vast majority in the health care community that
has stood for good, sound health care, that
wants to devel op the best standards, that wants
to do everything they can to avoid fraud, to
prevent fraud, and to hold those responsible
for it accountable.
And thus, | think it's so inportant
to see all of you com ng together to see what
we can do to identify what caused the problem
in the first place.
| think it's inportant for us to | ook
at these fraud cases, see how it occurred, see
how it was permtted to occur, see what checks
and bal ances coul d be placed within your
systens to prevent its occurrence, and then to
work with state and | ocal |aw enforcenent and
to work with the federal governnent in
| dentifying those who do conmt the fraud and
i n hol ding them accountable in the nost
cost-effective manner possible.
These partnerships are so i nportant

If we are to succeed together. | want to thank
you therefore for being here today and for
participating. It is, to nme, an exanple of the
private sector at its best -- commtted,

I nvol ved, and determ ned to make a difference.
You all probably know nore about

health care fraud than | do, but, again, |

think I have found, in the three years that

' ve been in Washi ngton, that people talk in
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shorthand. And they think in terns of just

| ssues without really thinking about the inpact
of the issues. So I'd like to describe to you
briefly what type of fraud we have seen in nost
| nstances around the country.

You know as well as | that nunerous
fraudul ent schenes are perpetuated every day by
every different type of provider: |ndividual
physi cians, nmultistate publicly traded
conpani es, nedi cal equi pnent deal ers, anbul ance
conpani es, |aboratories, nursing hones, health
care agencies they serve and those who provide
no health care at all but are really creative

i n sone of the scans that they can develop to
generate health care fraud.
Qur findings indicate that false

billing is the nost common fraud. Exanples

I ncl ude the subm ssion of billings for services
t hat were never rendered or which were not

nmedi cal l y necessary and double billing for the

sane service or equi pnent.

O her exanpl es include up-coding --
describing the service as nore conplicated and
t hus nore expensive -- and unbundling, which
consists of billing a single service as if it
Wer e many servi ces.

The departnent has pursued cases in
whi ch | arge, respected hospitals submtted
duplicate and msleading bills for the sane
services. W' ve pursued cases in which durable
nmedi cal equi pnent deal ers use heavy-handed
tel emarketing to offer ostensibly free braces
and wheel chairs to senior citizens who neither
want ed or needed the equi pnent, and cases in
whi ch anbul ance conpani es substantially

overbill ed governnment prograns and private
I nsurers for intensive care anmbul ances to
transport fully anbul atory patients to routine
foll ow up nedi cal appoi ntnents.

Anot her common schene is the paynent
of PIP effects for those patients. These are
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perni cious for they corrupt the nedical
provi der's deci sion-nmaking, often repl acing
patient welfare for profit.

Ki ckbacks can lead to grossly
| nappropri ate nedi cal care, including
unnecessary hospitalization, surgery, tests and
equi pnent. Ki ckbacks call into question the
exercise of nedical judgnent. Did the patient
get the care provided because she needed t hat
care or sinply because soneone nmade noney? W
shoul dn't have to ask that question.

Certai n business arrangenents, such
as self-referrals, also give rise to health
care fraud. Self-referrals occur, of course,
when doctors order tests from |l aboratories in
whi ch the doctor has a financial interest.

Several studies, including one done
by the Governnent Accounting Ofice, have shown
that doctors refer patients for |aboratory
tests 45 percent nore often if they owned an
Interest in a lab. This could nean unnecessary
nmedi cal care at great cost to us all.

O her health care fraud schenes
I nvol ve providing services by untrained
personnel, failure to supervise unlicensed

personnel, the distribution of unapproved
devi ces or drugs, and creating phony health
| nsurance conpani es or enpl oynment benefit plans
such as fraudulent multiple enployer welfare
arrangenents.

The scope and variety of health care
fraud sinply cannot be underestimated. As a
| ocal prosecutor for 15 years, | was constantly
amazed at people's creativity in terns of their
ability to create fraud. But after having
served in this office for three years and
seei ng what people can do around this nation,
not hi ng surprises ne anynore.

And | think that's sonething that we
have got to think about as we consider what we
can do to prevent it. But what can we do? As

http://www.usdoj.gov/archive/ag/speeches/1996/606wtc.htm (6 of 22) [5/27/2009 3:07:30 PM]



06-06-96: Transcript of Address on Health Care Fraud

|'ve indicated, | have made this one of our top
priorities. And |I'mvery proud of our record.
But we can do nore. Wat have we done to date?
In fiscal year 1995, the FBlI expended
approxi mately 260 FBI agent work years on
health care fraud. This is up from 146 work
years at the end of fiscal year 1993. The FBI
had over 1,800 pending health care fraud cases
in fiscal year 1995, up from 1,000 in fiscal
year 1993.

Here in Massachusetts, the FBlI has a
squad of 12 agents devoted just to the
| nvestigati on and prosecution of health care
fraud matters.

But I'"mnot satisfied with that. W
recently had a neeting of all of the crimnal
chiefs fromthe 94 U S. Attorneys' offices in
Washi ngt on.

One of their conplaints --

particularly those who worked in nore rural
areas or were nore renote fromlarge urban

areas -- was the lack of FBI investigative
capacity to investigate these cases with
trai ned FBI personnel. W have imediately

noved to address that issue. D rector Freed
nmet wwth the crimnal chiefs. But we have got
to continue that effort.

And | see one gentl eman shaking his
head. |If you will let Don Stern know, we are
trying to fill those gaps to nake sure that we
are as responsive as possible in this area.

To facilitate communi cation at the
| ocal and state level, every United States
Attorney's office now has a crimnal and civil
health care fraud coordi nator.

Heal th care fraud worki ng groups at
the national, regional, and | ocal |evels
coordinate the efforts of federal and state
prosecutors and investigators fromthe FBI, the
Heal th and Hunman Services office of the
| nspector Ceneral, the Defense Crim nal
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| nvestigative Service, and nunerous ot her
agenci es.

The state Attorneys General have just
been superb, not just here in Massachusetts,
but around the nation. And the Medicaid fraud
control unit and other state agencies are
critical to this effort as well.

I n these groups, the investigators
neet regularly to nake sure that we exchange

i nformation and that we utilize our efforts to
wor k together to avoid the fragnentation and
the duplication that often hanpers or, up unti
recently, hanpered these efforts.

We've tried to devel op a good worki ng
relationship wwth HHS. Donna Shal al a and |
neet regularly on this issue. And | have tried
to support her, every step of the way, in
buil ding up a capacity on the part of the HHS
| nspector Ceneral to handling these cases.

And |'mvery gratified to learn from
so many U S. Attorneys that the HHS I Gs are
doing an incredible job with difficult

circunstances. And | expect that they wll
have additional resources shortly.

Al nost three years ago, we created an
| nt eragency executive level health care fraud
policy group to devel op national health care
fraud policy.

A year ago, the Departnent of HHS
initiated "Operation Restore Trust," an
i ntensified fraud and detecti on enforcenent

effort targeting the hone health care and
nur si ng hone and durabl e nedi cal equi pnent
I ndustries in New York, Florida, Illinois,
Texas, and California.

The Departnent of Justice and the
U S. Attorneys' offices in these states are
vigorously investigating and prosecuting these
cases.

And Don, what m ght be well is for
you and Scott to | ook to these states to see
what we can do to replicate any initiatives
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that m ght be useful in the state of
Massachusetts as wel .

A recent effort by HHS shoul d enhance
our coll aborative effort even nore. The
| nspector Ceneral, this nonth, created the
O fice of Litigation and Coordination to
| nprove coordi nati on between the Justice
Departnent and HHS i nvestigators, auditors, and
ot her enforcenent agents in the fight against
fraud.
| just want to commend the Depart nent
of Health and Human Services on this
initiative. Wat | find in so nmany instances
Is that an investigator who may not be used to
handling crim nal cases doesn't know what is
necessary to prepare a case and to present a
case to the United States Attorney's office.
And the United States Attorney's
of fice doesn't understand the problemthat an
| nvestigator in the field may be facing. |If we
devel op these col | aborative efforts, we can do
so nuch to enhance what we're doing.
Thanks to increased resources,
targeted investigations and audits and the

better coordination anong | aw enforcenent, the
departnent's health care fraud enforcenent
initiative has yielded sone inpressive results.
Si nce 1992, there has been a 210
percent increase in the nunber of defendants
convicted of health care fraud and a 205
percent increase in the nunber of crimnal
cases filed. But we have got to do nore. And
we're dedicated to making sure we have the
prosecutors and investigative capacity to
pursue all cases in the appropriate nanner.

But we have fornul ated strategies not
just to investigate and prosecute health care
of fenders, but to stop ongoing fraud and to
cease the proceeds of those activities before
additional harmcan be inflicted on the health
care system
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The departnent's coordi nated program
I nvol ves use of all avail abl e sancti ons;
crimnal, civil, and adm nistrative. G vil
fraud cases as part of parallel proceedings
ensure that perpetrators of health care fraud

not only are punished for their wongdoi ng but
al so are forced to disclose their profits.

And when crimnal prosecution is
defined, simlar |law actions ensure that |aw
enforcenent addresses fraudul ent schenes which
do not rise to the level of crimna
wr ongdoi ng.

This is extrenely inportant. In ny
first visits to a nunber of the state and

federal task forces that were under way in the
country, one of the conplaints was that the FBI
agents took the case just up to the point where
everyone concl uded that the evidence was
i nsufficient to prosecute, but that there was
clearly sufficient wongdoing to authorize a
civil proceeding.

We have been working with the FBI to
make sure that the FBI's capacity follows
t hrough to the civil case so that we can foll ow
up Wi th appropriate enforcenent.

The nunber of civil health care fraud
cases filed has increased 114 percent between

1992 and 1995. And many civil health care
fraud cases have been resol ved w thout the need
of litigation.

An i ncreasing conponent of our health
care fraud initiative involves Qui Tam cases.
These are the suits filed by a private party or
a whistle blower on behalf of the United States
under the False Cains Act. It permts the
whi stle blower to obtain up to 30 percent of

t he recovery.

The nunber of Qui Tam cases i nvol ving
al l egations of health care fraud increased from
37 in fiscal year 1993 to 100 in fiscal year
1995.
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15 Now, | nust nmake an adm ssion. \Wen
16 | was suddenly nom nated and found nyself

17 preparing for ny confirmation hearing -- and
18 confirmati on under ny circunstances was done in
19 a very conpressed tine, a lot different these
20 days -- | had never heard of a Qui Tam acti on.
21 And | said "What's that?" | quickly
22 | earned what it was. | quickly learned that it
20

1 had not been used very often. And quickly

2 resol ved that we wanted to utilize it in the

3 nost appropriate manner possible, ensuring

4 fairness, but ensuring that there was a check

5 and bal ance on the system And | think we have
6 made progress. And we will continue this

7 effort.

8 In addition to our civil and cri m nal
9 enforcenent, we coordinate with various

10 adm ni strative renedies through HHS. [In the
11 adm ni strative proceedi ngs, HHS can recover

12 doubl e damages and i npose a civil penalty of

13 $2,000 per false claim It also has the power
14 to exclude providers fromthe Medicare and/or
15 Medi cai d prograrns.

16 And in 1994, the departnent approved
17 a nmenor andum of understanding to permt HCFA to
18 initiate civil nonetary penalty proceedi ngs

19 adm ni stratively agai nst nursing honmes for

20 violation of the health and safety regul ati on.
21 Thi s MOU accommodat es HCFA' s i nterest
22 I n obtaining speedy conpliance and the interest
21

1 of law enforcenent in ensuring that a case that
2 may be appropriate for crimnal or civil

3 prosecution is not conprom sed by a precipitous
4 adm ni strative action.

5 Again, it's the hallmark of what

6 happens when people work together to make sure
7 they coordinate their efforts together. And |

8 think it has had a very fine effect.

9 Statistics or MOUs -- again, | never
10 real |y understood what an MOU was before | cane
11 to Washington -- but | discovered that you
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can't -- in sone instances, you can't work

t oget her unl ess you have an MOU. | said, "Wy
can't you just tal k together and work

t oget her?" which is what we're trying to do.
And they don't convey the full intention of
what we're trying to do.

Qur current casel oad includes cases
and investigations of every type of provider,
i ncl udi ng sole practitioners, as well as a
Fortune 500 corporation.

Let ne highlight a few cases which

Illustrate our nultipronged strategy for
puni shi ng wrongdoers, recovering | osses and
preventing future frauds:

One recent case prosecuted here in

Bost on i nvol ved a Fortune 500 corporation, the
C.R Bard, Inc. This case involved the sale
and distribution of heart catheters which had
not been approved for human use.

Such experinental testing in humans
was W thout either the patients' or doctors'
know edge for the purpose of disaster checking,
trying out as-yet-unapproved catheters in
humans to see if they woul d experience any
unf oreseen conplicati ons.

The corporation pleaded guilty to a
391-count crimnal indiction charging it with
numer ous federal crinmes in the sale and
di stribution of unapproved catheters, and paid
$61 mllion to the government in crimnal fines
and civil settlenent.

Last year, three fornmer senior
executives were convicted of conspiring to

defraud the Food and Drug Adm nistration in
connection with this fraud.

We have brought a simlar
mul ti pronged approach to other health care
fraud cases across the country.

For exanple, CareMark, Inc.,
illustrates the dramatic results possible with
the coordinated efforts of federal and state
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| nvesti gative agenci es.

CareMark engaged in a broad pattern
of illegal activities in the formof infusion,
oncol ogy, henophilia, and human growth hornone
busi nesses. These activities included naking
| nproper paynents to doctors and others to
I nduce referrals, the subm ssion of inflated
clainms to Medicaid prograns, and wai ver of
co- paynments.

As part of a global crimnal and
civil settlenent filed in M nnesota and Chi o,
CareMark pled guilty and paid $161 mllion in
fines, restitution, danmages, and penalties for
the harmit caused to federal and state

| Nsurance prograns.

The anobunt paid by CareMark is one of
the | argest ever obtained in a health care
fraud case. |In addition, the governnent has
prosecuted individuals involved in CareMark's
fraud.

And as we try to define these
sentences, | want to nmake it clear to people
that there is going to be a significant cost

I nvolved in perpetrating this fraud agai nst the
Anerican people. | think a significant
sentence in terns of dollars, in terns of

fines, can send a very critical nessage.

Sone ot her recent cases that involve
conpani es which offer billing services to
health care providers: One such conpany was
Handle Wth Care, a billing service which
processed clains for nursing hones. They
systematically billed Medicare for services
that were not provided and expenses that were
not incurred. The governnent convicted the
operators of the conpany.

We t hen began the process of
recovering the noney fromthe nursing hones
that submtted inflated clains which had been
prepared by the conpany. Wthin the past few
nont hs, we have settled clains against three
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facilities for over $2 mllion. And we are
continuing our efforts with other nursing
hones.

One final exanple of another recent
civil case involved clinical practices of the
Uni versity of Pennsylvania. As nmany of you
know firsthand, Part A of Medicare pays
t eaching hospitals for the care provided to
Medi care recipients by residents.

Hospi tal attendi ng physicians can
charge Part B in Medicare for services provided
to patients including when they are providing
cl ose supervision of residents.

In the Penn case, we believe that
attendi ng physicians routinely were billing
Medi care for services which were actually
provi ded by unsupervi sed residents.

The governnent also alleged that it
was harnmed by doctors billing the Medicare
program for a higher and usually nore expensive
| evel of services than were actually provided.
The Phil adel phia U S. Attorney's office
recently settled this case for over $30
mllion.

I n addition, Penn inplenmented a
conpl i ance program whi ch requires a corporate

reorgani zation, five years of outside audits,
and a nandat ory educati on program

But because we suspect that this type
of mscharging is taking place at many teaching
hospitals, the governnent will be exam ning the
billing practices of other teaching hospitals.

These are but a few exanples of the
departnent's past health care fraud enforcenent
efforts across this country.

As we |look to the future, we see the
growt h of managed care. Notw thstandi ng our
best efforts, there will be those who prey on
any health care systemthe market produces,

fee-for-service or managed care.
Wher ever there is noney, unscrupul ous
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providers wll shape schenes to fit the
particular formof reinbursenent. To address
changi ng patterns of fraud, we established a
managed care and fraud worki ng group. The
Departnment of Justice is comnmtted to neeting
this challenge with vigorous enforcenent. And
we Wi || appreciate your suggestions and i deas.

As many of you know, Congress is
considering health care and health insurance
| egislation. | hope that Congress will support
our fraud-fighting efforts by passing the
health care fraud provisions contained in those
bills. These provisions that strengthen our
crimnal and civil tools by focusing them on
health care fraud, helping to streanline our
efforts and maki ng them nore efficient.

But no matter how successful the
departnent is in its efforts at enforcenent
after the fraud has occurred, that will not
solve the problem And we cannot do it al one.

Toget her we nust focus on prevention and what
can be done to stop it.

We nust work together not only to
puni sh the perpetrators of health care fraud
and to recover the nonetary | osses, but also to
prevent the crine.

W want to work with you. W want to
work with nore insurance conpanies as they
shoul der their responsibilities as partners to

make referral of potential fraud to | aw
enf or cenent .

Simlarly, nore health care providers
shoul d establish their own corporate conpliance
prograns to effectively elimnate fraudul ent
behavi or before they are under scrutiny by the
governnent. Let ne el aborate on each of these
rol es:

Many U.S. Attorneys and FBI agents
are reaching out aggressively to private
| nsurance providers for help in detecting,

I nvestigating, and prosecuting fraud. And
I ndeed, today's conference | think is as a
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result of that effort.

Let ne al so describe the effort of
another U S. Attorney in which I think it gives
an exanpl e of what you can devel op from here.

In 1994, he net with the chief
executive officers and other representatives of
the five |l eading health insurance conpanies in
Connecticut to discuss ways federal |aw
enforcenent authorities can work with private

| nsurance conpanies to conbat health care
fraud.

In 1995, that office sponsored a
heal th care fraud conference which incl uded
partici pants from ot her | aw enforcenent and the
private sector.

Over the past two years, the United
States Attorney and that district's FBlI health
care fraud task force have net informally with
private insurers to facilitate the referral of
matters for investigation and prosecuti on.

These efforts have resulted in one
FBI agent assigned to work part-tinme out of

Aet na which is headquartered in Connecti cut.
This agent essentially works side by side with
Aetna fraud investigators review ng potenti al
referrals not only for prosecution in
Connecticut but throughout the country.
Simlarly, efforts are underway to
pl ace an FBlI agent part-tine at United Health
Care, fornmerly MetroHealth. Qur hope and
expectation is that having an agent physically
present on-site at these insurance conpani es
will help Iaw enforcenent gain insight into how
the operations work that will facilitate their
cooperation wth the conpany.
It will increase the nunber of
crimnal referrals and hel p i nsurance
i nvestigators learn to identify those matters
that are inportant for enforcenent and
prosecution and help them prepare the case for
referral so that they will know exactly what's
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necessary in order for the United States
attorney to prosecute.
The success of these projects depends

on private insurance conpanies reaffirmng
their commtnent to work with | aw enforcenent.
And | feel confident, based on ny conversations
with the industry representatives, that this is
goi ng to happen.

Just as health insurers who pay for
health care services need to fight health care
fraud, so do health care providers. Conpliance
prograns produce maj or benefits for

cor por ati ons.

The principal benefit of successful
conpliance progranms is, of course, prevention
of violations altogether, thereby avoi ding
entirely the possibility of fines,
| npri sonnent, damages, and debar nent.

Anot her inportant benefit is the
early detection of the violation. Early
detection affords an organi zation the
opportunity to consider self-reporting and
cooperation with the governnent at a tine in
t he enforcenent process far in advance of
convi ction and sentenci ng, when actions have

potential for very favorable treatnent.
When a corporation discloses
wr ongdoi ng, makes full restitution, and takes
swft disciplinary action agai nst the enpl oyees
engaged in m sconduct, the federal interest in
prosecuting the corporation is significantly
I nfl uenced.
In the C. R Bard case that |
nmentioned earlier, a conpliance program was
| nposed as part of the settlenent agreenent.
Under this conpliance agreenent, the
corporation agreed to create a new upper-| evel
managenent position, a conpliance office with
the direct report to the CEQ, agreed to hire a
consultant to nonitor conpliance, and to
provide, for a nunber of years, unlimted
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access to governnent regulators the conpliance
officer's reports.

Anot her exanpl e of conpliance
agreenent inposed as part of a national gl obal
settlenment is the National Medical Enterprise
case. Here, the conpany settled health care

fraud charges arising out of activities at its
facilities.

In this settlenent, it resulted in
paynments of $379 mllion in crimnal fines,
civil damages, and restitution. Significantly,
as part of the settlenent, NVE nust file an
annual conpliance report with HHS for a period
of five years. Sanctions such as these should
remnd us as well that an ounce of prevention

can be worth so very nuch.

As many of you know, the sentencing
gui delines create further clear incentives for
corporations to establish strong self-policing
and di sclosure prograns. The guidelines
provide | ower fines for conpanies that devel op
effective conpliance prograns, report
m sconduct, and provi de corporate assistance to
governnent investigators.

The guidelines also require courts to
| npose a conpliance program where one does not
exist. A judge's conpliance program nay be far
nore stringent and costly than the programa

conpany develops on its own and nay invol ve
substanti al governnent or court nonitoring.

Bear this in mnd: |If you are the
officer of a corporation, if you design and run
your own conpliance programand if it is
effective, if you have a few enpl oyees who
commt fraud and your corporation gets
prosecuted, the conpliance programthat you
have may be what gives you an advantage -- if

It's effective.

The systemthat is inposed may be far
nore onerous. |f you do not have an effective
program then a conpliance programw || be
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14 | nposed by the court or by the departnent as
15 part of a plea agreenent.

16 A corporation can't be put in jail,
17 but its liberty can be restricted. And it can
18 be subject to a conpliance programthat you

19 m ght not prefer. And you m ght be able to

20 devel op early on, one that is far nore

21 effective for your interests. W |ook forward
22 to working with you in every way possible to
35

1 prevent the problemin the first place.

2 HHS is al so putting renewed enphasis

3 on corporate conpliance prograns in recognition
4 t hat exclusion from programparticipation is

5 not al ways appropriate or necessary.

6 As part of "Qperation Restore Trust,"
7 a formal voluntary discl osure program was

8 instituted to encourage certain providers to

9 report activities that could constitute

10 potential fraud to the governnent. This HHS
11 program rewards sel f-conpliance neasures taken
12 by providers in those industries.

13 Al t hough Massachusetts is not one of
14 the five states within "Qperation Restore

15 Trust," the concept can still apply. And as
16 |'ve indicated, Don and Scott nay be able to
17 | earn much fromthe exanples of the five states
18 where this program has been in place.

19 Where a conpany is aware that sone of
20 Its enpl oyees has committed fraud, it shoul d
21 cone forward to disclose, nmake anends with the
22 gover nnent and proceed forward.

36

1 We understand that it is hard for an
2 organi zation to step up and acknow edge pri or

3 wr ongdoi ng, yet doing so can, in fact, help

4 ensure the continued health of the organi zation
5 and participation as a provider to persons

6 I nsured by governnent and health insurance

7 prograns.

8 Maki ng a voluntary disclosure should
9 be part of your cal culus as an executive if you
10 di scover one or nore of your enployees has
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engaged in crimnal conduct.

And | et ne give you anot her exanpl e.
| don't know whether it's true in this
I ndustry, but in nost of the industries that |
have been involved in where | have prosecuted
an enpl oyee who stole froma conpany or who
commtted fraud, that conpany -- enbarrassed to
report the case -- just fired the enpl oyee and
went on about its business.

That enpl oyee then went to anot her
person in the sanme industry, got hired, and did
the sane thing. |If we turn our back on it, if

we're too enbarrassed to report it, if we're

t oo enbarrassed to cone forward, we're only
going to perpetuate this problemthroughout the
entire industry to the di sadvant age of

ever ybody concer ned.

HHS is planning additional steps in
the future to pronote corporate responsibility.
It plans to issue nodel conpliance plans, each
tailored to specific health care provider types

and targeted use of perm ssive excl usion.
| know that the HHS I nspector General
Is eager to work with the industry and to
devel op industry best practices. And | have
pl edged to support HHS efforts in every way.
Many of your conpani es have vi gorous
antifraud prograns. And | applaud you for
those efforts. Wen you detect the fraud, nmany
of you refer the matters. Wthout that
I nformati on, we could not do our job. |
continue to urge you to work with us in every
way possible. | would appreciate your
suggesti ons.

| know Don Stern woul d appreciate any
suggestions as to what the federal governnent
can do to be nore supportive, in terns of the
devel opnent of prevention policy and procedure
while, at the sane tine, nmaking nore effective
our enforcenent efforts across Massachusetts
and t hroughout the country.
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But the final point that 1'd like to
throw out to you, and hope that we may generate
sone ideas as to what we can do, was first
raised in a neeting wwth U S. Attorneys and
I ndustry representatives in Des Mines, |owa, a
year and a half ago when everyone invol ved
pointed out to ne that health care fraud can
bal |l oon very quickly, that it is not sonething
that just clinbs gradually, and that the nonent
sonebody learns howto do it, the fraud, the
dollars and the |l oss just rise dramatically.
So it is very, very inportant that we try our
best to prevent the fraud in the first place.
| would hope that the U S. Attorney's
office working wwth all of you could share

I nformati on about the type of fraud that we
have seen occur, sit down with your
prof essionals, with your conpliance people,
| ook at how the fraud happened in the first
pl ace, see what checks and bal ances were
m ssing that permtted it to happen, and then
what coul d be done to provide those checks and
bal ances to prevent it from happening.
As | nmentioned earlier, people's
ability to defraud ot hers boggles the
| magi nati on. And nothing surprises ne anynore.
What so often occurs is that we just
don't think sonething is possible. W don't
t hi nk sonebody could be that avaricious. W
don't think sonebody could prey on frail and
el derly people in so vile a manner. And so we
don't take steps to stop it.
| think nmy brother pointed out
once -- he had not been a poacher, but he had
|iked to go out in the Everglades, in the
wlds. And he knewa little bit about poaching
habits. And he said, "lIt's good to watch a

poacher in action before you becone a gane
war den because you can then think |ike a
poacher. ™

We've got to have people in place
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that can think |ike the people that defraud so
that we can devel op the systens within our
conpani es that can prevent it and nmake these
peopl e know t hat sonebody is watching so that
they don't even try it in the first place.

| would | ook forward to hearing from
Don what we have been able to do in devel opi ng
an ability to analyze, so that we m ght share
with you that information and so that you may
utilize it to devel op checks and bal ances
within the system wthin your technol ogy that
can prevent it from happening in the first
pl ace.

This has been an extraordi nary three
and a half years for ne. The chall enges of
this office have been many and they have been
conplex. But after these three and a half
years, | have never, ever been so sure of ny

faith in this country, of the private sector
wor king with governnent at all levels to
effectively address the problens that we face.

We do this best when we communi cate
t oget her, when we work together, when we
realize that each of us has sonething to
contribute to the solution of the problem

| cone here today. But | would ask
you to consider sonething that Don Stern wl|l
tell you | ask at each U S. Attorney's office

when | go out to visit. And | wll |eave you
with one question. And | hope you will convey
the answer to Don or wite to ne: |f you were

Attorney Ceneral of the United States, what
woul d you do to inprove health care fraud
enforcenent in this nation? Wat would you do
to support your efforts at prevention and
conpliance? Wat would you do to nake the
Justice Departnent's efforts nore effective?
Thank you very nuch.
(Wher eupon, the address was
concl uded)
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