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 27 November 2015 

Mr. David Behan 
Chief Executive 
Care Quality Commission 
Citygate 
Gallowgate 
Newcastle 
NE1 4PA 
 
 

RE: U.S. UNIVERSAL HEALTH SERVICES ACQUIRING UK’S CYGNET 
WHILE UNDER U.S. FEDERAL INVESTIGATIONS INTO BEHAVIORAL 

FACILITIES POTENTIAL BILLING FRAUD 
   
Dear Mr. Behan, 
 

My name is Brian Daniels and I am Executive Director of UK Citizens 
Commission on Human Rights (CCHR)—a non-profit mental health rights watchdog that 
has worked to protect consumer rights in the mental health field for over forty-six years.   

 
I am writing in response to our international headquarters in Los Angeles bringing 

to our attention that the U.S. company, Universal Health Services (UHS), acquired 
Cygnet Healthcare for £205 million ($350 million) last year.1  This was while UHS had 
(and continues to have) 21 of its behavioural facilities in nine U.S. states under Federal 
Department of Justice Civil and Criminal investigation for potential billing fraud. The 
U.S. Office of the Inspector General (OIG) is also investigating these facilities’ billing 
practices under the government’s Medicare and Medicaid programs (similar to the 
National Trust).  In March 2015, UHS Inc. reported that the criminal investigation had 
been expanded to include the company’s headquarters in King of Prussia, Pennsylvania.2   

 
It has now purchased 18 Cygnet mental health facilities—already one of the 

largest providers of behavioural health in the UK.  In its presentation to U.S. investors in 
December 2014, it saw the UK as a lucrative investment, pointing out that there had been 
a one percent decrease in NHS beds between Dec. 2013 and March 14, 2014 and that 
NHS bed closures were “expected to continue.” It was predicted that this would lead to a 
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“continuing trend towards more outsourcing to independent sector provision” (i.e., UHS) 
and “partnerships with the NHS and new models of contracting opportunities.”3 

 
Already, NHS purchasing accounts for 87% of independent mental health 

hospitals’ revenue, generating £1.14billion in 2012.  Cygnet Healthcare is among the four 
largest providers. 4 

 
UHS now has 216 mental health and behavioural facilities in 37 U.S. states, 

Washington, DC Puerto Rico, the U.S. Virgin Islands and, now, the United Kingdom.5  
Its U.S. behavioural health business nets about £2.3 billion ($3.7 billion) per year.  

 
On 8 January 2015, UHS’s Cygnet announced the acquisition of Orchard Portman 

House from Beagle Healthcare and Albion Ventures LLP. Orchard Portman House, a 46 
bed psychiatric hospital located near Taunton, Somerset, is to be renamed Cygnet 
Hospital Taunton.6  On 19 August, it was announced that UHS had “increased its UK 
footprint through backing the £95 million acquisition of Alpha Hospitals by its subsidiary 
Cygnet Health Care.” Alpha Hospitals reported a turnover of £42.1 million for the year 
ended 31 March 2014.7 

  
In light of the ongoing federal U.S. investigations into UHS psychiatric facilities, 

the recent closure of several UHS facilities in the United States because of the risks these 
posed to consumers, as well as lawsuits alleging horrific physical abuse, CCHR is 
concerned about how UHS was able to acquire Cygnet and now, Orchard Portman 
House. 

 
Patient suicides, restraint deaths, falsification of records, body-slamming patients 

into walls and sexual assault are just some of the abuses reported in UHS behavioral 
facilities that U.S. state authorities or the U.S. Centers for Medicare and Medicaid 
Services (CMS) have investigated.  And while the facilities often present correction plans 
to CMS, sadly it appears that inspectors are placed repeatedly in the situation of having to 
demand compliance to prevent patients being put at further potential risk.   

 
U.S. Congressional Concerns 

 
On June 23, 2015 U.S. Congressmen Joe Kennedy III and Danny Davis jointly 

wrote to Mr. Andy Slavitt, Acting Administrator for the CMS requesting the agency 
speed up its investigation into UHS.8 Congressman Kennedy’s press release on the matter 
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stated there had been “troubling allegations of misconduct, negligence and employee 
intimidation” at UHS facilities.  Further, “Additional reports detail claims of violence, 
sexual assaults, patient runaways and lack of security staff at UHS facilities in Illinois 
and Ohio, as well as company efforts to threaten employees who speak up about these 
conditions.”9 
 

In Texas, UHS has its Behavioral Hospital of Bellaire currently under Federal 
investigation.  UHS also reported that this year, its Texoma Medical Center in Texas was 
faced with Medicare/Medicaid termination stemming from failures to comply with 
conditions of participation.  However, Texoma entered into a “Systems Improvement 
Agreement” with CMS until October 2, 2016, thereby abating termination.10  Yet in 
2012, CMS had found the facility’s nursing services to be deficient, in part because “[t]he 
hospital failed to provide adequate number of nursing personnel.”  11 

 
Suicide, Sexual and Other Abuses 
 

In April 2014, the CtW Investment Group in the U.S. wrote to UHS urging its 
board to, among other things monitor UHS facility utilization of the suicidal ideation 
code which appeared to be used more frequently than in other free-standing inpatient 
psychiatric facilities.  CtW said that in light of the ongoing federal investigations of 
UHS’s billing practices, the CtW was still concerned about  “the unusually high levels of 
suicidal ideation diagnoses at UHS facilities” in particular the “very sharp increase” at 
former Psychiatric Solutions facilities since UHS’ acquisition of these in 2010. 12   

 
In May, 2015 Mr. Dieter Waizenegger, Executive Director of the CtW Investment 

Group wrote to John H. Herrell, Lead Independent Director and Chairman of the Audit 
Committee of Universal Health Services, Inc. stating: 
 

“We are deeply disturbed by the developments at UHS over the past year, and by 
you and your fellow directors’ failure to heed our warning that the risk of 
enforcement action was unnecessarily high…In our [earlier] letter dated April 8, 
2014, we urged you and your fellow directors to take immediate steps to improve 
the UHS board’s oversight of regulatory compliance and quality of care…shortly 
after we received your reply, UHS’s River Point Behavioral Health facility in 
Florida had payments suspended by the Medicare and Medicaid programs, the 
federal false claims investigation was expanded to 21 facilities, and most recently, 
in March 2015, UHS disclosed that the corporation as a whole is now subject to a 
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criminal investigation led by the Department of Justice's Criminal Fraud 
Section.”13 

 
In April 2015, Rock River Academy (for juveniles) in Illinois had closed the state 

Department Children and Family Services (DCFS) refused to send juvenile wards there.  
Rock River had the highest rate of youths manually restrained by staff in 2014 among the 
52 residential treatment centers measured by the DCFS.  The rate of these physical 
restraints was nearly eight times the median for all Illinois facilities. 14  On September 9, 
2015, a lawsuit was filed against Rock River in County Court Chicago, IL on behalf of 
five adolescent females, who alleged sexual abuse and rape by staff.15 

 
A Chicago Tribune article on 15 December 2014 had reported there were dozens 

of claims of sexual abuse at Rock River. “The staff was having sex with whomever they 
could have sex with…whoever was vulnerable,” Fayshawn Petty, a former Rock 
River Academy resident was quoted as saying.  Petty said she was beaten and assaulted 
by other girls with no help from the staff.  Another former Rock River Academy resident, 
Darnella Campbell, who was 16 when admitted, stated: “They (staff) looked at us like 
animals.” The Chicago Tribune investigation also found that staff administered 
psychotropic drugs like Thorazine at dosages which were far higher than doses at similar 
youth facilities.  Residents said they were knocked out for hours at a time from the 
meds.16 

 
In November 2013, Massachusetts regulators prohibited the Arbour HRI Hospital 

in Brookline from accepting patients, citing unsafe conditions. Admissions gradually 
resumed two weeks later.17  This was first reported by The Boston Globe as part of an 
investigative series into UHS and its repeated citations for understaffing and poor worker 
training at numerous facilities across the country.  The state previously reduced the 
amount of patients allowed at the facility, but that did not seem to curb the infractions, 
“raising an immediate and serious concern that patient safety and care at Arbour/HRI is 
substantially compromised,” according to a Department of Mental Health letter.18  Then 
in February 2014, CMS inspectors again found serious shortcomings in the quality of 
treatment there.19   

 
In summary and as a sample of abuses found at some UHS behavioural facilities in 

the U.S.: Rock River Academy closed this year after allegations of staff raping and 
abusing juvenile residents; Milton Girls Juvenile Residential Facility in Florida closed in 
2012 following incidents of staffers being criminally charged with abusing teens.  At 
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least three UHS facility staffs have been convicted of sexual or other abuse of patients or 
child abuse, with two staff serving a combined 35 years in jail. A Mental Health 
Technician with The Vines Hospital in Florida was charged with felony abuse of a 13-
year old resident in 2013.  According to court records, a convicted felon was once 
employed as a “counselor” at a UHS facility in Arkansas.  And a psychiatrist from a UHS 
facility in Massachusetts is currently being sued over the 2012 alleged “inappropriate” 
and “indecent” acts committed on a patient.   See TAB 1. 

 
There have been numerous U.S. state and federal regulator citations of behavioral 

and psychiatric facilities over restraint and seclusion room use, including a staff member 
choking a patient while restraining him, a 13-year-old so violently treated his arm was 
fractured, other patients suffering lacerations and even deaths.   

 
By reducing the numbers of staff and some behavioural facilities seemingly 

procrastinating about complying with necessary suicide precautions, patients have been 
put at risk, including hanging themselves and other acts of suicide.  See TAB 2. 

 
Medical Disciplinary Actions 
 
Another potential concern is the employment of psychiatrists who have been 

previously disciplined or reprimanded by medical boards, including license suspensions 
or revocations for abuse of controlled substances and/or mind-altering drugs or sexual 
relations with a patient.  See TAB 3. 

 
Because of such allegations and complaints against UHS behavioral facilities, 

CCHR International further researched the facilities’ affiliated psychiatrists’ psychotropic 
drug prescribing patterns and billing to the federal government’s insurance program, 
Medicare (based on 2013 public statistics available online).  A sample of 45 UHS-
facility-affiliated psychiatrists had prescription costs retailing at £26.3 million ($40.7) 
million in 2013 and 71% of these were among the top 25 prescribers of psychotropic 
drugs in their respective states.   

 
As further information, at least 20 UHS-affiliated psychiatrists have received 

substantial pharmaceutical company funding in the past few years.  Thirteen received 
more than £4.7 million ($7.3 million) in pharmaceutical company funding for research.   
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Fraud Investigations 
 

Add to this that several UHS facilities have been investigated previously for fraud.  
In 2012, UHS Inc. and two subsidiaries in Virginia, Keystone Education and Youth 
Services LLC and Keystone Marion LLC, agreed to pay £4.4 million ($6.85 million) to 
the United States and the Commonwealth of Virginia to settle a False Claims Act lawsuit 
that alleged they provided substandard psychiatric counseling and treatment to 
adolescents in violation of Medicaid requirements, falsified records and submitted false 
claims to the Medicaid program.  UHS closed the Marion facility shortly before the 
settlement.20 

 
The same year UHS entered also into a settlement agreement with the California 

Attorney General and plaintiffs agreeing to pay £2.7 million ($4.25 million, while 
admitting no liability) to settle the False Claims allegations—illegally billing as high as 
£149,766 ($231,000) in one month for special education services when the contracted 
services had not been properly performed.21 

 
In Summary 

 
When patients’ welfare and lives are potentially at risk, it shouldn’t federal agents 

needing to threaten to terminate contracts to get one of the largest psychiatric hospital 
chains in the U.S. (and now, the UK) to do the right thing—ensuring their subsidiary 
hospitals maintain quality standards at all times.  It shouldn’t take more than one Plan of 
Correction to ensure that patients are never again neglected to the point that they commit 
suicide, are subjected to sexual abuse by other patients or staff, or are restrained to the 
point of being harmed and even killed.   

 
Given the ongoing Federal investigations into UHS’s behavioral/psychiatric 

centers and the numerous complaints and allegations of patient abuse, suicides, sexual 
assaults, and restraint abuse, we are seeking the information upon which UHS was able to 
acquire Cygnet and whether CMA looked into the fact that 21 of the company’s 
behavioral hospitals and centers were under federal investigation in the U.S., raising 
questions about consumer protections.  

 
Very truly yours, 

 
       Brian Daniels  
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