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The recent sentencing of the Chief Executive Officer (CEO) of a Plainview, Texas, non-profit urgent care medical clinic
substantiates the perils of upcoding and other aggressive health care billing practices for health care providers and
organizations, regardless of the size or corporate character. On March 14, 2008, a Texas federal court sentenced former
CEO Angela Edwards to 30 months (2 ½ years) in prison and ordered her to pay $370,657 in restitution after Ms. Edward
plead guilty to one count of health care fraud. Ms. Edwards must report to prison on April 18th. Once her prison term ends,
she will be in supervised release. Ms. Edwards also lost her nursing license in February 2008 as a result of this conduct and
will face exclusion shortly. In other words, Ms. Edwards’ career in health care is over. The clinic is now in bankruptcy.
The sentence was imposed after Ms. Edwards admitted that for nearly 3½ years, from 2002 to 2005, she upcoded claims and
diagnoses on the claims in order to obtain higher reimbursements from payers. Although she knew that only physicians were
permitted to determine the level of visits and make diagnoses, Ms. Edwards admitted to personally changing the codes on
bills. She also taught the billing staff how to upcode, with the result that others in the office routinely submitted bills for visits at
higher levels than the ones assigned by the physicians. Finally, Ms. Edwards and the staff also added fake symptoms,
diagnoses, laboratory tests and procedures to claims. As a result of the clinic staff’s fraudulent activities, commercial insurers
overpaid over $264,000. Medicaid overpaid $52,300, and Medicare overpaid approximately $44,000. The case was jointly
investigated by the FBI and the Texas Medicaid Fraud Unit of the Texas Attorney General’s office, which will be a continuing
trend.
One key aspect to this case is that Ms. Edwards had a hand in drafting the organization’s bylaws, which gave the board of
directors a role in medical and clinical oversight, but excluded the board from the clinic’s financial operations. The board could
only access financial information was if there was a suspected violation of the Texas Medical Practice Act. Had the board
been able to review the clinic’s finances, the directors would have had the ability to monitor billings and perform audits earlier
in the fraud scheme. Instead, the board did not become suspicious until late May 2005, when checks were drawn on the
Oasis clinic’s account to pay a local company for items and services that were not related to clinic operations. Subsequent
audits ordered by the board revealed substantial overbillings.
This case proves that substantial health care fraud occurs even in the small settings. Non-profit organizations are also not
immune to fraud. The details also highlight the need for appropriate oversight and governance by an organization’s board of
directors and implementation of a corporate compliance program. It’s not clear if the clinic had a compliance program, but it
certainly did not have effective board oversight and control. Furthermore, any elements of a compliance program that did
exist were effectively undercut by the CEO not only ignoring fraud, but actually directing the fraud and teaching her staff how
to create documentation for the fraud.
With ever increasing scrutiny and evidence that fraud can occur anywhere, it is imperative that health care providers, whether
for-profit or non-profit, enact and enforce appropriate corporate governance elements and controls. Health care providers
should seek consult with qualified legal counsel within the scope of attorney-client privilege about the adequacy of their
current policies and procedures and the development, implementation and enforcement of appropriate policies and practices
to manage exposures to health care fraud or other liabilities taking into account the specific nature and scope of that health
care provider’s health care operations. As part of this process, health care providers should work with their legal counsel
within the scope of attorney-client privilege to decide and implement appropriate oversight and audit procedures and
processes for investigating and addressing any issues that might arise in connection with an audit. While each health care
provider generally should work with their legal counsel to define the scope and other particulars of such audit, every health
care provider as part of this effort generally should undergo an annual assessment by an independent auditor or consultant of
the accuracy of its billing at least annually. Furthermore, health care providers should proactively audit high-risk elements of
their billing and other practices annually and at other times as dictated by the risk factors attendant to the health care
provider’s billing and other practices taking into account existing regulations and enforcement priorities.
For assistance in reviewing and updating your billing or other corporate compliance practices or program, assessing the

strength of your corporate governance controls, or in addressing other compliance or health care concerns, please contact
Cynthia
Marcotte
Stamer
at
cynthiastamer@solutionslawyer.net,
972-419-7188,
or
Heidi
Kocher
at
hkocher@solutionslawyer.net, 972-419-7107.
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her practical, direct problem-solving approach, Ms. Stamer also applies her extensive industry experience in numerous
professional and industry leadership roles. In addition to her ABA Health Law Section involvement, Ms. Stamer serves on the
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REMINDER ABOUT ELECTRONIC COMMUNICATION SECURITY: E-mail and other electronic communication are not
secure unless appropriate encryption methods are used. Therefore, they may present heightened risks of security breaches of
the communication. Electronic communications also generally are subject to discovery on the same terms as other
communications. Please consider carefully these concerns before communicating by e-mail or other electronic means. If you
wish for us to communicate with you by means other than e-mail or wish for us to arrange for encryption of our e-mail
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is prohibited. Unauthorized re-disclosure or failure to maintain confidentiality could subject you to penalties as described in
state/federal law. If you are not the intended recipient, you are hereby notified that any disclosure, copying or distribution of
this information is strictly prohibited. If you have received this message in error, please notify the sender immediately to
arrange for return or destruction.
CIRCULAR 230 NOTICE: The following disclaimer is included to comply with and in response to U.S. Treasury Department
Circular 230 Regulations. ANY STATEMENTS CONTAINED HEREIN ARE NOT INTENDED OR WRITTEN BY THE
WRITER TO BE USED, AND NOTHING CONTAINED HEREIN CAN BE USED BY YOU OR ANY OTHER PERSON, FOR
THE PURPOSE OF (1) AVOIDING PENALTIES THAT MAY BE IMPOSED UNDER FEDERAL TAX LAW, OR (2)
PROMOTING, MARKETING OR RECOMMENDING TO ANOTHER PARTY ANY TAX-RELATED TRANSACTION OR
MATTER ADDRESSED HEREIN.
HOW TO CONTACT US. You can reach us by writing, telephoning or e-mailing Ms. Stamer or Ms. Kocher as follows:
Cynthia Marcotte Stamer, P.C.
Member, Glast, Phillips & Murray, P.C.
2200 One Galleria Tower
13355 Noel Road, LB 48
Dallas, Texas 75240
Telephone (972) 419-8300

E-mail cstamer@gpm-law.com, hkocher@gpm-law.com

©2008 Cynthia Marcotte Stamer, P.C.

