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By DREW FITZGERALD
New York City agreed to pay $70 million to settle a Justice Department lawsuit that

accused the city's personal-care services program of overbilling Medicaid for millions of
dollars in reimbursements.

The city also acknowledged in the settlement that state regulations require an
assessment by a physician, nurse and social worker for its 24-hour PCS program, as well
as an independent medical review in some cases.

The programis a portion of Medicaid designed to provide cleaning, shopping. grooming
and basic aid services to Medicaid beneficiaries meeting certain criteria. Under the law,
an applicant may not receive the services without a determination of eligibility, which
requires assessments from a treating physician, a social worker, and a nurse. Since
2000, about 17,500 people had received 24-hour personal-care services fromthe city,
the Justice Department said in January.

The settlement is the latest in a series of deals federal prosecutors have struck with
groups accused under the federal False Claims Act of overcharging the government for
services.

City corporation counsel Michael Cardozo said the settlement covered a small slice of the
PCS program's expenditures over the past decade in a case "based on technical record-
keeping deficiencies and nothing more.”

"Given the size and scope of the programs administered by the city. and the highly
punitive and draconian application of the False Claims Act, which provides for triple
damages, the city's decision to settle the case was prudent and in the best interest of
protecting the city's [fiscal health]," Mr. Cardozo said in a statement. "The City remains
deeply concerned about the use of the False Claims Act to resolve funding disputes
among governmental entities.”

U.S. Attorney Preet Bharara said the city acknowledged that the settlement was fair and
reasonable, adding the city's "argument that this case was about 'paperwork’ was
specifically rejected by federal District Court Judge Jed Rakoff when he denied the city's
motion to dismiss this case.”

The Justice Department's complaint in January alleged the city had routinely reauthorized
24-hour continuous personal-care services for applicants without the required local
medical director assessment from 2000 to 2010.

Currently, the annual cost of such services range from $75.000 to $150.000 per
individual. The city allegedly improperly authorized services for a "substantial percentage
of the thousands of individuals receiving this 24-hour care,” resulting in damages of at
least tens of millions of dollars. In some cases, the Justice Department alleged city
administrators overruled the findings of the local medical director that personal-care
services were inappropriate for the patient, and that the city knowingly reauthorized
24-hour care for patients where the nursing and social work assessments were missing
or not reviewed.

The Justice Department had further alleged the city's conduct resulted in patients
receiving more services through the program than were necessary. It was also alleged
the city's conduct results in some patients receiving a lower level of services than those
patients needed, "potentially endangering the welfare of those patients.”

Write to Drew FitzGerald at andrewfitzgerald@dowjones.com
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