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Senate Firiance Committee 

:' Bipartisan' Medicare Home Health Payment Reform 


I 
I 

Issue SurnIi1ary' 

Signif,icant Medicare payment issues for home health care have 
emerged from analysis of the impact of multi year BBA97 
provis,ions. There are severe equity issues in payment limi t. levels 
both across states and within states. These wide disparities (ex 
limits on.r7imbursement ranging from $760 to $53.000 on averag~t ., 
per benef~c~ary) are exacerbated by a major distinct.ion drawn in 
paymen,t rules between so-called new vs. old agencies. 

" 
The effects are that., comparable agencies providing comparable 
services in the,same community face very different reimbursement 
limits:, leading t.o highly arbitrary payment differences. 

, " 

The.paym~nt limit issues deepen significantly in 1999 due to a 
scheduled lS\ cut in already tight and 5eve.r~ly skewed, payment: 
limit levels. Further, a case-mix adjusted prospective payment 
system scheduled to go on-line in October, 1999 will be Q.elayed by 
,severa~ months to one year. 

Steps;' to an Improved Interim Payment· System 

1) 8qu'ity: Reduce extreme variations in payment limits applicable 
to 91d agencies within states and across,etates. (Budget-lleutral 
blend 'for old agencies) 

,2) Fairness: ,Reduce artificial payment. level differences between 
"old" ;and u new " agencies. Such provider distinctions exist. nowhere 
else i'n t.he Medis:are syst:em and contribute to the perception of 
arbit.rariness'in the home health care system. ,Do not create 
additional cla66e6 of home health agencies, such as "new-new" 
agencies .subject to even deeper, arbitrary payment limits in the 

,future. This is an inappropriate barrier t.o entry in underserved 
areas': (Bliminate 2t ,discow:J.'t:: applicable to new' agenciell. Raise 
the per visi t limi ts for all agencies frcitn ~05t: to 1101" of the 
national median) 

3) Aceel.eraee PPS Implementation: Take all feasible ~teps to 
minimize delay in implementation,of the' prospective 'payment: system. 
(RefDlire HCFA to accelerate data collection, efforts - based on the 
OASIS 'patient a~Se6Bmeat instrument - necessary ~o develop tbe 
case-JiI.:i.X system at the heart OI' the PPS model) , , " , 

4) ~gthened Transitioa Period. for Payo:lJCUt C'.b.w:lgeu: Provide all. 
agencies 'a longer transition period in which to' aajustto changed. 
payment limits, and create a sustainable fiscal base for the 
statutorily mandated prospective payment system in 1-2 years., 
, (Delay' theimplemeccatiOIl ofPJ(S and the scbeduled lSI' ~t 

affecting all agencies f?r ane'year) , 


i,~," ;',­
l. I,. 
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DBSCRIPTION. OF PROPOSAL 

Reduces state and·regional differences for "old' agency 
payments; brings dOIll!l the. per benefic:lary'limits for t:he 
h.ighest cost "old'" agencies; raises the {:ler beneficiary limits 
for the lower ~ost "old'" agen~ie9 and eliminates. current 2% . 
di5~ount on, per beneficiary limits applicable to new agenciesl 
R~ise. the separate average cost per visit limits for all 
agen~{es. . 

CEO ESTIMATE: budget, neutral through 200'3 

I?er Beneficiary Limits 

1. 	 "Old" 'agencies: payment is' 50\ BBA policy + 50\ (50\. national 
mea~ ~50% regi6nal mean);. 

2. 	 "New" agencie's! payments are increased by. 2% to equal 100\ of 
the national median ,(about $3,450), (which continues to be 
r~gionally adju~ted for wages); and 

. Per 	Vi'sit Limits 
i 

3. 	 Increase the per visit limits .from 105% to 110% of the'median. 

~lay ·15% across-the-board cuts' 

4. 	 Delay of t.he 15%across-t:he-board cuts in payment limits arid 
the implementation oft:he pro.spect.iv8 payments system now 
scheduled to take effe~t: on october 1, 1999 .. 

Offset.
I 

'5. ' 

".j 

.~ 



10/l.J/98 12:.36 141004 

'1 


COMPARISON OF SENATE VERSUS HQUSF.HQl\1F. HEALTHPOLICIE--S 

A. 	 Delay l~% across-the-board cuts' 

SENATE. 
I. " 	 Delay of the ISo/? across-the-board cuts in payment limits and the impleI11entation of the 

. prospective payments system now scheduled totale eftectonOctober I, 1999. 
HOUSE 
l.Nu delay of the 15% cutin payment limits. 

B. 	 Per Visit Limits 

SENATE 
L : 	 IncreuSt: the per visit limits from 105% to'IIO% ofthc national median:. 
HOUSE ' "' " ," 	 ", . 

1. : 	 Increase the per visit limits from 1~5%tolOg% 'of the national median, 

C. 	 Pcr Bencficiary Limits, 

SENATF: 
1. ' 	 "Old'" agencies (all): payment is 50% ,BBA policy + 50% (50% national mean+ 50% regional 

i. mea.ll};and 	 ' 

2. 	 "Nevi' agencies: payments arc incrcascdliy 2% to equal 1 00% ofthe national median), C\·....hieh 
continues to be, regionally adjusted for wages:)., 


HOUSE ' 

, . 

I '. 	 "Old" agencies (above the median per beneficiary limit): 110 chrulge; 

2i "Old" agencies (at or below the median per beneficiary limit):, limit is increased by 50% of ' 
i the difference of their f3~A cap and the rultional mc~dian~ 

, 3. 	 "Ne\v" agem:ies (opt:rung between 10/1/94-10/1/98): paymenl is 50% uf SBA pulicy + 50% 
(75% national median ,I 25% regional mean (national median and regional mean have a 201.) 
DDA reduction))" anda hold harmless provision is instituted; and 

4, 	 "Nt:w-New" agt:ncie:;"(opening after 10/1/98): payment is 75% of the national mediati 
[national median has a 2u/~ BBA reduction). . 

D~OITSd 

SENAtE 
1, Reduce the home he3lth C3re annual markttbasket (J'vfB) in the folloV(ing. maql1er:tor ti~cal­

year 2000 il is MB minus O.S pt:rcenlage poinl; for FY2001 it is MB minus 0.5 percentage 
, point: for FY 2002 alld FY 2003. it is full MB; and ill FY 2004 it is MB plus 1.0 percentage 

point Savings of $3011 million over 5 years. 

" . 
2. . NOfl-Cc)ntr0versial Revenue R"i~ers Re~'(':nu~s of $406 million ove'.. 5 yea ..~ 

1: C)f 2 



5 

'lO/I.}i98 12: .3 i 	 I4J UU5 

a. 	 Math Enor Procedures -- TIus provision would clarify the math t:rror procedures that 
the IRS uses, 

b. 	 Rotavirus Vaccine -- This provbion will udd an excise tax. of 75 cents on a vaccine 
against rowviru:> gastroenteritis. u highly contagious diseasc among young children.. 

C •. 	 Iv10dify Net Operating Loss Carryback Rules -- Certain liability losses can be carri~d 
back over ten years. This provision would clarify th.e types of losses that qualify for 
the IO-year crmy-back. 

d. 	 NUll-A~\.:ruul BQ.':;i;:u Method-- This provision would limit the usc of me non-accmal 
experience method 'of accounting to amounts received tor the pertonnance of certain 
professional sen'ices, . . 

e.. 	 Informati.on Reporting --This provision'requires reporting on the cancellation of 
indebtedness by iWll-bank insliluliun::;. 

3. 	 Budgct Pay-Go surpltL~ fOf\remaining offset. 

HOUSE 

.1. Raise the.inccHue limit 011 the Roth IRA fwm $lOO,OOOlU $145,000. 


ADDITIONS TO HOUSE HOME HEALTH POLICY 

A. 	 VA Subvention ($500 million over 5 years, $1.9 billion over 10) 
3. 	 :Allows V A to establish oetwork.s to deliver caJe to HCategory A" Medicare:.dieible 

veterans; and 
.b. .P!:rmit.::; "Culi::gury C ;. Mt:dil.:<1ft:-digibk vt!kn.m~ lu rt:l.:t:i Vi:: I.:dr!: il V A [acililie:i (3 

year demonstration project), 

B, Mecligup Dialysis «$50. million u\'er 5 ~lOd 10 yenrs) '.. . 
3, Allows dialysis facilities to resum~ subsidizing Medigap and Pan B prerlliums for 

low-income patients and gi yes lhe Secretary of HHS rule ".Iakiug aUlhority oyer this 
process; and 

b. 	 Allows dialysis providers to obtain advisory opinions ftom the IG to' determine 
"vh~lh~r p,tymenl of Mt:dig..tp <U1d p,;.ut B premituu:) vioblt::) HIPAA. 

c. 'MedPAC Expansion ($135,000 over 5 year~, <$1 million overJO») 
a. 	 Increases the nUmber of members of MedPAC from 15 to 17. 

i· 

2 of 2 

http:Informati.on
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SUMMARY OF THE PROPOSED dlANGBS TO MEDICARE HOME ,IIEALTH PAYMENTS 

Per Benefic~ary Limits 

1. 	 "Old" agency: payment a blended formula equal to 
50% BBA policy +50% (50% national mean + 50% regidnal mean) ;, 
I ' 

2. ','New" agency: payment is increased by 2% to equal 100% of the 
national median, (which cont.inues to be regionally adjusted for, 
wages) ; and 

Per V~6it Limits 

3. 	 increase the per vi~it limits from 105% to 110~ of the median. 
. 	 .' . 

Delay;bot::h the 15% across-the-l;>oard cuts and the PPS 

4. 	 Delay of t.he 15% across-the-board cuts in, payme'nt limits and the 
implementation of the prospective payments system now scheduled 
to take effect on October 1,1999. 

Description of Offset Policies 

1. 	 Reduce t.he home healt::h care annual market. basket (ME) in the 
followihgmahner: for fiscal year 2000 it 'is ME minus O.S 
percentage point; for FY 2001 it is M;B minus 0.5 percentage 
point; for FY 2002 and FY 2003 it is full ME; and in FY 2004 it 
is MB plus 1.0 percentage point. Savings of $300 million over 5 
years. 

2. 	 Non-Controversial Revenue Raisers Revenues of $407 million over 
5 years; , 

t-1ath Error Procedures - - This provision wquld clarify the math 
e1rror procedures that the IRS uses. 

R6taviru6 Vaccine-- This provision will add an excise tax of 75 
cent::s ona vaccine against rot.avirus gast.roent::eritis, a highly 
cont.agious disease among young children, 

Modify Net Operating Loss Carryback Rules -- Cert.ain liability 
losses can be carried back over ten years. This provision would 
c;larify the types of los.ses that qualify for the 10-year carry­
back. 

, ( 

Non~Accrual BaGed Method -..: This provision would li'mit the use 
of the non-accru.al E:"'''Perience method of accounting :to amounts 
r~ceived for the performance of certain professional services. 

Informatiori RepOl:ting - - This p:t:ovision l:equl.r:f;l:;; rf;po"t,ting on 
the cancellation of indebtedness by. non-bank institutions. 

3 . Budget Pay-.G0, surplus for remaining offset:. 

http:non-accru.al
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Old A';€:I;cy Per 8erni Limil:' 50% SeA +50"':' (50°; ,1arion;:;1 me~n ... 50°; '-O:':JiOfi';<! mean) 

New A:;ency Per Eif!lie Llmif.' 100"'::' National ~.Af'dian L:m,f ~ 

Per Vis,; !..Iii.lt: 1 I D~;; toAedian r;.~st Per Visil 


Numcer :,r 
Agencies " 

P:rcentof Agencies in Each Payment Change Group 

Lose Lose Lose up Gain up GaiM 
, o~/" ... 5"1,,<10% ' io 5% 105% 5%<100f0 

Gain 
10%+ 

U,S. 9,891 (;,05 ' , '2.69 15: 111 78,55 3,34 0.23 

AL~8.'\MA " 183 0,00 0,55 19.67 78,69 1,09 0,00 

AL4.SKA 20 0,00, 5,00 , 5,·00 75,00 5.00 0.00 

ARIZONA 114 0.00 ,3.51 15.79 78.07 ' 2.~3 " 0,00 

ARKANSAS, 20.2 0.00 0.99 8.42 68.61 ., ,L9a 0.00 

CALIFORNIA 6,17 0.00 1.22 9.92 85.80 2.94 0: 12 

COLORADO' " 174 0.57 4.60" '6.09 74,14 4;02 0.57 

CONNECTICUT 104 0.00 2.88 32,69 53.B5 , 0,58. 0.00 

DELAWARE 19 0,00 0.00 26.32 57,90 15,79 . 0.00 
I , ' , 

015T. OF COL. 21 0.00 0.00 0.00 100.00 0.00 0.00 

FLORIDA 378 0.00 3.71 26.72 '.67.99 1,32 . Q,27 

GEORGIA 97 1.03 '5.15 45.36 48.46 0.00 0.00 . \ 

HAWAII 22 0.00 '0,00 13.64 77..27 4.55 4,55 

IDAHO 73 0.00 0.00 15,07 83.58 1.37 0.00, , ,,, 

I 

ILLlNO,IS 369 0.00 2.17 16.80 73.71 7.32 . 0.00 
" 

INDfANA 282 0,00 2,94 16.67 . 60.14 0.36. '0.00, , , 

IOWA 205 0,00 2.. 44 
" 

4.39 82.4,4 9,27. 1.46 

KANSAS 202 . 0.50 1.98 12.87 80.69 3.47 0,50 

, ,78 0.00KENTUCKY. 112 0,00 0.90 11.61 85.72 

2<1.03 64.31 0.00 0.00LOUISIANA <166 0.00 11.16 
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. Ora .~gency Per B~ne L:mti: SO~~ BBA ~50':, (SO';;;'.narional me.an .,. 50°6 regional rn¢:i;!.n) 

New Agency Per/:3ene Limir: 100"~ !Vattoral Meol;;Jn Limi( 
Per VJsir L/m~r: 110~& Mea/an Cost Per Visit 

Percent of Agencies in. Eacn Payment Change Group 

N<.Jmber ot I.ose Lose I..osa up Gain IJP Gain Gain 
Srare ':'genr.:ies lQO!~+ 5%<10% to 5~" . to 5% 5%<10% 100/.... 

MAINE 47 0,00 0.00. 10.64 85: 11 4.25 0.00 

MARYLll.,ND 78 0,00 0.00 .B.98 84'.62 6.41 0.00 

MASSACHUSETTS 192 0.52 5.21 28.65 62.50 3.13 0.00 

MICHIGAN :~ 230 0,00 0.87 14.79 77.83 6.52 0 . .00 

. MINNESOTA 261 0.00 0.38 7.28 . 83.52 7.28 1.53 

MISSISSIPPJ 69 0.00 5.80 34.78 57.9.7 '.45 . 0.00 

MISSOURI . 247 0.00 1..21: 1.9.83 .14.09 4.86 0.00 


MONTANA' 61 0.00 0:00. 8.19 .85.24 6.55 0.00 


NEBRASKA 83 0.00 . 1.20 3.61 87.95 7.2:1 0.00 

NEVADA 44 0.00 2.28. 22.73 75.00 0.00 0.00 

NEW HAMPSHIRE 46 0.00 0.00 . 6.52 82.61 . 10.87 0.00 

NEW JERSEY sa· -0.00 0.00 6.99 79.31 13.80 0.00 

, 
NEW MEXICO 102 0.00 0,98 10.78 . 88.24 0.00 0.00 

. , 

NEW YORK 226 0.00 0.89 14 .. 60 73.45. 9.74 1.33 

NORTH CAROLINA. 166 0.00' 0.60 20.48 71.08 7.83 0.00 

NORTH OAKOTA 34 0.00 2.94· 5.89 .. 82.35 6.82 0.00 

OHIO 452 0.00 1.55 9.51 '83.41 4.87 0.66. 

0.00OKLAHOMA 336 0.30 4.17 11.61 83.63 0.30 

OREGON 80 0.00 2.50 18.75 75.00 2.50 1.25 

. 0.27PENNSYLV,A,NIA 375 0.00 1.86 13.87 75.73 8.27 . 
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Ola Per Bene Lin:1f 50% seA -i-50~" (5d'?~ (1alio,,~ -:~~n ~ 50% re;JrQnaJ mearl) 
New Aget'lcy Per Bcne Limil: 100';'~ /Valional Median Limit 
Per Visit Limd' 11Q";,Median Cost Per Visir 

Percent of Agerlcies in Each Payment Change Group 

State 
Number or 
~,ge()::ias 

Lose 
10~{~+ 

lose 
~O/o<'O% 

LOse up' 
IQ 5'/0 

Qain up 
to 5% 

Gain 
5 " • .-:1 0°/. 

Ciain 

10%,.;. 

RHODE ISLAND 28 ' (),OO 3,57 17,86 ' • 70500 3.57 0,00 

SOUTH CAROllN,A 80 ' 000 125 ;625 81,25 125 0,00 

SOUTH DAKOTA 52 0,00 1,92 394 88,46 3.64 192 

TeNNESSEE 222 0,00 , 2.61 38.13 48.20 0.45 0.00 

, TEXAS 1,758 " 0.00 2,33 " .lJ4 86,52 0.11 0.00 

UTAH 7S (lOa .2,67 " 26.67 70,67 0.00 0.00, , 

VERMONT 13, 0.00 0.00 7.69 84,62 7,69 0.00, . 

VIRGINIA ' 226 0.00 1.33 14.60 80:53 3.10 0.44 
I, 


WASHINGTON 67 0.00 0.00 "7,91 76.12 ,5.97 ' 0.00 


I' 

. WEST VIRGINIA 8a 0.00 1.:14 ,5.68' 88.64 4,54, 0.00 

,., ,37 WISCONSIN 176 0.00 227 76.98 6.82 0.57 

. 'WYOMING 59 0.00 1.69 16.95 81.36 0.00 0.00 

NOTE: Payment changes reflect !he diHerence between estimated fiscal year 1996 payment!. under 8eA and 
eSTimated paVmenls if tM alternative policy were implemented that year: 
Total agency counts reflect estimates from tM Health Care Financing Administra.on's OSCAR 
::;ystem as of August 1, 1998. "Old" agency counts reflect the 5214 agencies in Me-dPAC's d~l.ta base with 
.cost reporting periods ending in fiscal year 1994. "New" agency counts 'reflect differences between OSCAR 
IOTaIs ana MedPAC's count 01 "old· agencies. Total impacts are welgntecl to reflec': the OSCAR. agency 
counts. "Old" agencies may be olierrepresentec:1 here because the model does nct.account for "old" agency 
closures. The regional portion oflha per benefiCiary limits does not reflect diHers;.ces in wages while the 

regional portion Of the actual limits would. 

souFlce: Medicare Payment Advisory Commission, October 6, 1998. 

, I 
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At the Ik",,,t- of home i'lealthc;;;re 'v. 

VNAA,. 

I ' 

Itli·: 
, I I ~ 

',r'.. 
Octob~r 8, 1998 

The Honorable Daniel P.Moynili3Ji 

United; Stat~s Scnatl: . 

Washington, .D.c. 


·Dear Sellator Moynihan: 

On behalfof the Visinng Nur:;e Associations of America (V~1.~), I want to th~ you, 
Chainu~ Roth. and the entire Senate Finance Comminee for the tremendous effort you have put 

. fon.vard dwing the Pi:iS( ~e.w:ral clay~ to revise the Medicare home health interim payment systeni 
(IPS). : . 

VNA.~ 'strongly SUPP0l.1S me Sehate Finance Committee's IPS reform 'pro'posa! and w~ have 
· urged our members to ask their Senators to supporr the legislation when it is consida-ed by the 
full Sc::pa.te. YoU! proposed legJsic:tli.on creates a fair reimbursement system for home health care 
and certainly 'one [hat we can live \I;irhunril the implementation of prospectiVe payment 

, 
During this final stage of negotiation, .we urge you to add a provision that would ~xempt . 

agencies on the PPS Demonstration Projl!cr from the IPS per-beneficiary limits during the fourth 

year d t!'lC project. These 45 agencies would still be subject to the IPS per·visit l~mits. This 


· pro\li~tQnwould make the fourth year of the demonstration consistent .....ith the prior three years 
in teI'1T1-s ofpaymerit levels for similar services. 

Thankyou again for your support of this important legislation. 

Sincerely, ". 
, . i 

C&t~111~~ 
Caroi)l1 Markey . .'. . 

President and CEO 


,It ilc:1:::on S(r~~\. Suite:; 10. 30$((:;'\. NLt;. 02 LOS 
T .... l, '::'"'i ", !.,';1.1-, • ~, j~Or,:LO." ;T7"\ .. I:.,,'" " 1_ ji(' • .i~J." I ~ _",-:I~l' '1';"\'"1-:1":, ,.",'1','1 

http:legJsic:tli.on
http:Sc::pa.te
http:SUPP0l.1S
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S-ENT BY: MARC ASSOCIATES' :10-10-96 , ,2283904:;; '2 

At tMI: \oIe4l'\Y1- Clf home health .:are II 

VNAA

" 

\'isi'.!ng [I!'JfS(; ASSQwi.l::n.s 1,)( Amt!!~, 

Octobor 10, 1999 

The Honor'able Caniel Patrick Moynlh.. ", 

United States Senate 

Waahlngton. O.C. 20510 


Dear Senator Moynihan: 

The Visiting Nurse AS8ociations 'of America (VNAA) deeply appreciates your 

efforts to craft 8 solution to the problema ,caused by the Medicare hom~ hQillth' 

interim payment system for our mlmbera ilnd other cost effective home health 

agenei&&. ,Urgent action is needed' before Congress adjourns to provide relief to' , 

these agencies to alluro that they can continu,e to care for their Medicare 

patients. ' 


W. und.ratand that one barrIer to ,action has been the difficUlty In finding 
,acceptable funding offset9 to the modest Medicare spending required to achieve 
a workablo package. We hava bee,n advised that the Finance CommlttoCi 1a " 
currently considering an adjustment to future home health market baskets that 
would gen,erate approximately $300 million in new Medicare savings to offset In 
part the cost of the oneyesr delay in the automatic fS%reductlon In home health 
payment8 'now scheduled for Octobor 1, 1999. Spvclflcally, VNAA underliltanda 
that this proposal would reduce the market baske,t index In 2000 and 2001 by 0.5 
percentage point. In 2002 Elnd 2003 the full m8rkat baBket Index would be used; 
and In 2004 the market b,uket would be Increuedby one perc.ntage point. 

VNAA strengl), 8Upports the delay In the 15% cut and supports the adju8tment to 

future home health market baskets as a needed partial otf••t to the cost ot that 

Importantaetlon. 


. VNAA hopes that Its support for this offaet will facilitate quick action by tho 
Senate. If there are any Questiona about cur po. ilion, pl •••• c:ontild cur 
Washington Rcpre&entatlve, Randy F&rtrtinger, at 202-833-0007, Ext 111. 

Thank ycu for your continued effortS on behalf of coat effe(;tlve home health 

agenclo$, and their patients. " 
, , 

SI"cer~IY, 

t1A~_~' /Y7~

C~I;riM~ri<e)' 0­
Presldent:and CEO 

l i :'i!KOii Sireei. Suite 910, E,o:aor., ~L'\ :)2108 
~~1,"\"\';:'1/,""1"'" lC".COO<~I"l~"'''' "". ("..,., .... .,.~""~"\ '"' '~ 
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NA I'InNAL ASSOcrATION I "UI< HOMe CAH r:. 

(ktuber i. 1 g 98 

Hor·or;dblc Williti.rn V~ Roth, Jr 
Ch~ir' 

(ornm(ttc:c 011 Finance 

United Stdles Senate' 
\.j\hl~"ington, D.C. 20S 111 

De?r' Sen .:ltor f(olh: 

.The Nalioi'1dl Association ior Honw,Cure (NAHC) is the large:;! home Cdrc organization in the 
ncllioll , r~~rest..:ntin8 <'III 'yflr.b (if ht.,m~ health Clgencics .:tlld !ht! pclticilts they ~J.;rvc.. We hdve had 
conti~uing concerns UVCi (he fJast y~Jr regar<1ing U1C efi!;c t" of Ihe hornE' hl?",l[f, piovi~ions of the 

8JIJn('~d 8udgct ,~Ct of 1997, p.:lrticui()rly the interim payment 5y~tr.rn (IPS). 

\iVr.: J're pleilSf:-!d that you and other I'lembcrs of rhp. ~!o!r'l<He Filianrp. CQrnminet? Mave shown the 

le"de'rshlp !odev€!lop il p3ckagu oi IPS refin~rTicnts thaI will help to P.dSC 50nie of the most 

;Jre~~i!1g problem~ (if the !lew pdyiTlCnt sy~tem. We ..He DMTic:uIMly gratl2ful fur your inclusion 
of i'l one'YCLH delay uf the 15 I'f'rt.:e r\t redl;Cfion :hJ[ is curr@.nriy sc;,ec1u!rd fur October 1, 1 SlY9. 
\Vhil~ there rem,':\in <:I' numoer n( important i~s(jcS relating 10 the iPS 'thdl wcbe:ieve ,'iluS[ be 
uddre~l:,p.d :11 t:le 1Onlh CongrE'ss. 'r'uu r propo~al w;U m"ke. a m@.cH)ingful diffl=!rfln<.·<,: in he;fJin~ 
()gencle:; to a:m':\111 open drld.fO serve MC?dic<1re benefi~:i.:.lrjcs lhrOUbhuut tht: pJtio n . 

Many \h~nks'ior dll oi YO',lf t2Hurt). We I(")ok forward to working w:~h you, ITlcmber5- oi [he 
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STATEMENT OF CONGRESSMAN PETE STARK 

IN THE HOUSE OF REPRESENTATIVES 


;ON HOME HEALTH AND OrnER MEDICARE LEGISLAnON 

October 8, 1998 


i 

This bill is nothing more than a tax break for the wealthy disguised as a Medicare bill. It's 

a perk for ¥ember$ of Congress who, along 'With their spouses, Will nO'W' be' eligible for a 

new tax shelter - RothIRAs. . 


We have had no chance to study the home health proposal. Relative to the bill reported 

out of Ways and Means, it moves money toward new; for-profit agencies, who have been 

the cause of the home health funding crisis. Many or these asend'l~ have been the very 

definition Qf fraud, waste, and abuse. . ". 


'the healthpolic:y in this bill is not as good as the policy in the bill reported from Ways 

and Means--but i_t is not bad." . . 


What is horrendous, what is totally unacceptable is the pay for and the budget 

implicatioI'lS! This billlQseS10? billion oyer 10 years. It is absurd, but true that the 


. Treasury would be better off if the Majority did NOT try to pay for the bill! 
With this bill, you are spending the surplus. 'fou are creating a tax loophole for the very 
upper income; that v.ill cost billions and billions in the out-years--just when we will need 
the money to save ~fedic:are and ~xtend its life. This proposal is poor tax policy AND poor 
budget policy. We should be saving the swplus for Medicare-not spending it to please 
some for:"pjont home health agencies that have been abusing the program. Between nO'W . 

. and 2008 when the Medicare TruSt Fund will be exhausted; we v.;lll need about $325 
billion-yet this. bill gives away billions and adds to that pendiitg Crisis. 

Over the next 5 years, M~care will spend about $1.1 trillion. You would 
. think that we could find zerO':point·two (0.2) percent out oEcurrent Medicare spending. 
There is a National Bipartisan Commission on the Future of Medicare that is try:i.ng to save 
Medicare for fuh.zre generations, butif W~ can't find 0.2% 

, And give awtry billions of 
·dollars that could be saved for Medicare, what does that say about the worth of t:hat 
CoIIllIlission? The Majority's pay for will undoubtedly run into budget rules in the 

'. Senate, and will be opposed by the Administration. To offer such a pay for smells like a 
poison pill. 

, ., 

http:try:i.ng
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STATEMENT OF CONGRESSMAN PETE 'STARK 

BEFORE THE RULES COMl\fiTTEE 


ONHOM:E HEALm AND OTHER MEDICARE LEGISLA nON 

, October 8, 1998 ' 

lYft. Chairman, Members of the Committee: 

We have, had no chance to studytb.e home h~th proposal. Relative to the bill 
reported ~oUt of the Ways and ,Means Committee, it moves money toward new ~ for­
profit agencies) thathave been the cause of the home health funding crisis., Many 
of these agencies have been the very definition ofwaste~ fraud, and abuse. 

" , 

The health. policy in this bill is not as good as the policy in the bill reported from 
Ways and Means, but there is enough good policy in this bill for many Democrats 
to support it on health. policy grounds.: 

Vlhat is horrendous and totally unacceptable, however, is the so-called pay-for. 
The sponsors of this billl'fopose to get around the House budget rules by paying 
for this bill With a budget trick that raises money in the short-run but loses fat 
more money in the long-:nln. 

This hOIJ<le health bill now costs S10.7 billion over 10 yeats. money that is needed 
to save Social Securitv and Medicare. It is absurd, but true, that the American 

, '" 

I 

people would be better off if we did NOT pay for this bill at alL The health policy 
in this bi'il costs $5.8 billion over ten yem. The provision to pay for it b'alEtnces 
the cost over five years but then stMts 'costingthe treasury money. Over ten years 
it would lose $4.9 billion on top of the cost ofthe home health provisions for a 
total o[SI 0.7. ThaC s because it creates a tax loophole for the highest earners that 
will cost,billions and billions in the out-years, just when the money will be ne'eded 

, the most to save Medicare. ' 

" 

If this is the way we are going to deal with financins health care initiatives in 
Congress, I fear the future of Medicare is grin1. Ifthe Repuhlic;ans Cantlot find 
$1.4 billion to pay for this bill without such budietazy shenanigans, how will he 
ever find the $325 billion needed over the next nin~ years to keep Part A'ofthe 
Medicare Trust Fund sol"":ent? 

a 1 ­

I 
;, 
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The Republicans have spent much of this last Congress claiming that ifwe don't 

get the surplus out of Washington, Demoorats will find a way to spend it. Now, 

Republicans must feel that the people are so distracted by other matters that they 

themselves figure it's o.k. to use the surplus for a SPENDING bill. . 


the Republicans love to talk about how m.uch waste there is in the Federal 
Goveminent. But they can't fInd $2.4 billion over five years - a fraction of a 
fraction of a percent ofthe total budget - to' pay for this bill. Instead, they prefer 
to take advantage of a loophole in .the rules and attach a provision that raises some 
money in the short run and loses $1 0.7 billion in the long...run. 

, '! ' 

I can on;ly hope that in the Sen.ate, numerous points of order Will be raised pointing 
out the complete, fiscal irresponsibility of legislating this way.•A...nd.I can not· 

• imagine that the President, who has promised. the American people to preserve 
every penny of the projected surplus, would (Wer be. fooled by this poorly-veiled 
attempt to avoid fiscal discipline. . 

me 

~1.\.W.I.~iU..Uoj~Wl.I..~~~~~ida..UIi~~IIoI:..klo<~~~ Although the MSA 
demo was to start i 9,NO ONE hassi up to sell them yet. The. program 
clearly will no h the 100,000 figure in the e 'ears, yet eBC will score us 
with sav~fwe lower the cap to a more realistic le 

~t this amendmenl- delay in the 15% cap paid for by 
/' MSA demo that will hurt no-one -' be in order . .,. '. 

- 2 • 




DEPARTMENT OF HEALTH &. HUMAN SERVICES. 

Het-H Lt:.ll! :;;'LH I 1 UI'I 

Health Care Financing Administration. . 

The Administrator 
WashingtDn. D.C. 20201 

SEP I 4 1998 
The Honorable Bill Thomas 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Chairman Thomas: 

I am responding to your August 12, 1998 and September 9, 1998 letters about the effects 
of the interim payment system (IPS) on home health services for Medicare beneficiaries. 

. . 

You requested that I provi4e information on the ability of the Health Care Financing 
Ad:min.istration (HCFA) to administer several alternative proposals and any effect of these 
prop~sals on our ability to achieve our most critical short-term priority, which is to ensure 
that there is no disruption in Medicare payments or services to providers or beneficiaries 
on January 1. 2000. 

In keeping with the strong interest of members ofCongress in considering adjustments to 
the interim payment system, we have been providing technical assistance to Members and 
staff on an ongoing basis. We are committed to working with the Congress on any 
proposal that has bipartisan support, is budget-neutral or is associated with specifically 
defmed offsets. protects vulnerable beneficiaries and is administratively feasible. I ~ave 
addressed the feasibility of each of your options below as you requested. 

We have work4!d diligently to implement the Balanced Budget Act provisions affecting 
home health care. On March 31. 1998. we released final regulations on the aggregate 
beneficiary limits (ABLs) under the interim payment system, and on August II, 1998, we 
updated the limits for FY 1999. We have also worked to close loopholes that served to 
invite fraud in home health care. We raised the standards for enrollment in Medicare and 
issued guidance to help home health agencies prevent problems by establishing voluntary 
compliance programs. We note the recent analysis by the Congressional Budget Office 
(CBO) that antifraud initiatives focused on home health accounted for more than 90 
percent ~f.the drop in their home health baseline. 

We are also making steady progress in developing the home health prospective payment 
system prescribed by the Balanced Budget Act. But. based on the recommendation of our 
expert Year 2000 consultants, we have determined that the implementation ofthis new 
payment system must be postponed to allow our contractors a.dequate time for renovating 
and testing the claims payment system. 
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We are monitoring a number ofaspects ofthe home health program, including the 
number of agencies entering and leaving the program. claims and spending data, and the 
number of visits. We have provided technical assistance to Congressional staff and 
clari.qed our ability to administer a variety of ~erent proposals. In conjunction with 
this effort.; we have also provided information to the Medicare Payment Advisory 
Commission, the General Accounting Office (GAO) • and the CBO. Our findings mirror' 
the GAO'~ fmdings th.at, thus far, it dOeS llot appear that the changes made by the 
Balanced Budget Act have had' a negative impact on beneficimy access to this important 
service; We will continue to monitor this situation. 

The critical need to complete our renovation and testing of contractor payment systems 
for the Year 2000 does limit the range of proposals to change the interim payment 
system. We can make changes in the current cost limits usingCUlTently available 
databaSes. We cannot mak'e changes to the current claims processing system. create any 
new databases, or Wldertak~ computer programming for a new system. For exa,mple. 
changing the base year from FY 1994, while seemingly simple, would require extensive 
data 'gathering and programming changes and cannot be accomplished in the next few 
months. We c~ however. change the aggregate per-visit limit using databases currently 

\ available. 

We could also change the blend ofnational, regional, or agency-specific rates based on . 
the FY 1994 data used for the current aggregate beneficiary limits. The agency-specific 
component of the interim payment system is a rough proxy for case-mix. Therefore, 
reducing,the portion of the limit that is based on an agency's historical costs would have 
both advantages and disadvantages. It would reduce the variation in ABLs among 
agencies: in the same area, including new and old agencies. Agencies that have provided 
care efficiently would benefit since their historical costs would most likely be lower than 
the regiqnal or national averages and thus their Medicare payments would increase. 
However. Medicare payments could be reduced for agencies with higher costs because 
the agency-specific component might currently be above the regional or national 
averages, due to legitimately higher case-mix. 

An "outlier" ,system to increase payment to agencies with m9re costly patients has also 
been suggested. A case mix adjustment system is being created as part of our efforts to 
develop the prospective payment system. It will relate payment to the resources involved 
in providing care, accoWlting for both high and low cost cases. In the meantime, we are 
constrailled by our systems in making oudier adjustments that would increase payment· 
for high cost cases. We do not have the data available to make outlier adjustments for 
patients based on patient characteristics or diagnoses, on how many services they receive, 
or on how long they receive services.' With sufficient policy specification in statute and 
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lead time" we could make outlier payments that adjust' costs as part of the cost-report 
settlement process and which are based on data available on the cost report. Agencies 
would not have to wait until cost settlement to receive the outlier payment. The fiscal 
intennediaries would adjust the interim payments that they make to agencies to reflect the 
estimated outlier amount. 

Let me comment on the spec~c proposals that you asked about. 

(1) Th.ls proposal would repeal the aggregate beneficiary limits (ABLs) and implement a 
case manager review system for care for beneficiaries receiving more than 100 visits in a 
year. W¥le this idea has interesting possibilities for delivering care more efficiently. we 
could not implement it by October I, 1998 because a nwnber of key features are not 
sufficiently specified and it would require development of a new tracking system to 
identify beneficiaries who have received (or are about to receive) 100 visits in a year. 

Among the areas that need specification are the criteria and discretion the case managers 
would have to evaluate and manage care, what appeals beneficiaries would: have, and 
how the independent contractors would be selected and paid. Once these points are 
specified, we would need time to promulgate regulations apd then procure the necessmy 
contracts. There could also be budget implications with a system that depends on the , 
care evaluated and managed by a class of practitioners serving a new role in the Medicare 
home health benefit. 

(2) This proposal would repeal the ABLs and replace them with a two-part cap. One 
portion would be a base amount equal to the average cost per patient in FY 1994 for the 
first 120 days of home health care and the other portion would be an oui1ie~ amount based 
on the average costs per ,patient in FY 1994 for home health care be:x:ond !20 days. 

We are Unable to administer this proposal in the near future for two key reasons. First, 
we do not have the data to establish the base and oudier payment amounts. Second, we 
do not have the administrative system to track patients and make payments based on the 
days ofcare provided. The cost report collects aggregate costs for the agency and does 
not allow separation of costs for care of less than and greater than 120 days. Collection' 
of such data would require extensive cost report modifications~ and would probably 
require several years to implement and could impose an additional reporting burden on 
home health agencies. Under current law. Medicare pays for home health visits provided. 
rather than the number of days of care. Thus, we would need to develop a system that 
tracks the visits for each beneficimy from the day of the frrst visit to the 120th day. 
Development of such a system would detract from our development of the ho:me health 
prospective payment system. 
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This approach creates a large "notch" whereby an agency would receive the entire outlier 
payment if it provided care for one day in excess ofthe 120 day threshold. Such a policy 
creates incentives for additional care to be provided for beneficiaries who are near the 
threshold. 

(3) This proposal would repeal the ABLs and establish budgetary fail-safe taCgets. If 
our projection ofhome health spending in a previous year exceeded the current CBO' 
home health bas dine es:i..'1late,' then ABLs would be implemented in the next year. 

We mayor may not be able to administer this proposal depending on how the specific 
details fit together. One goal of ABLs is to provide incentives for efficiency in the 
provision of care. Detemrining whether ABLs apply based on an annual trigger would 
create conflicting incentives for home health agencies. An argmnent could be made that 
a drop in the baseline shouid not be the reason to remove incentives for efficiency. I 
would also note that, in the past. the Administration has expressed concerns about 
budgetary fail-safes and triggers. 

This idea could involve a significant budget cost. Regardless of cao scoring, the Office 
of Management and Budget (OMB) could detennine that it costs because it would be 
scored according to the OMB home health baseline which is lower than the CBO 
baseline. A budgetary cost could increase Medicare beneficiary Part B premiums as well 
as increase states· costs for the Part B premium they pay for beneficiaries eligible for both 
Medicare and Medicaid. A budgetary cost could also result in a sequester. l 

(4) This proposal would impose copayments. With sufficient lead time, we could 
implement a copayment by reducing the interim payment amount a home health agency 
receives when it submits a bill by the copayment amount. and then make an offset at 
settlement. We would not be able to verify that the agency collected the copayment 
amount because that would require changes to the contractor systems. We would also not 
be able to infonn beneficiaries about their copayment liability because of the systems 
changes that would be needed. We could not implement such a proposal by October I, 
1998. AlthoUWt your letter does not specify this, I want to point out that we would also 
be unable to implement a copayment that limits the annual fmancial outlay for ~ specific 
beneficiary because it would require a systems change that we cannot make because of 
our Year 2000 work. 

As we have stated in the past, the Administration is concerned that copayments could 
potentially limit beneficiary access to the home health benefit. Medicare beneficiaries 

. already spend a significant portion offamily income on out-of-pocket health care 

expens'es. A home health copayment would disproportionately affect poorer 
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beneficiaries, .who spend an even greater proportion of their income on health care. 
Home he~th users have out-of-pocket expenditures that are generally much higher than 
the overall Medicare population. They are poorer, sicker. older, and more likely to live 
alone. . ' . 

,Medicai4 pays coinsurance and deductibles for some low-income Medicare beneficiaries 
(e.g; Qwilified ~edic8re Beneficiaries). Consequently, a copayment on Medicare home 
healili sehiccs would increase' Federal and state Medicaid eA-pendit"ures. 

(5) ~s:proposal would change the ABLs so that they are based in part on FY 1994 data 
an~ the re!Ilaindet on FY 1995 data. As discussed above, we could change the ABLs to 
any of a :variety ofdifferent blends (agency-specific, regional andlor national): as long as 
they are pased on the FY 1~994 data we already have in-house and use for the current 
system. ! 

'. . . " We Ca.m:lot implement ABLs based on FY 1995 data because collection of those data ' 
would iIlvolve the same type of extensive! lengthy effort which we undertook to obtain 
the F,Y 1994 data. The computer programming involved in such an undertaking would 
now conflict with our Year 2000 efforts. However, we have updated the FY 1994 data to 
account for inflation in the Federal Register notice published on ~ugust 11, 1998. 

(6) This proposal involves two major elements: changing the ABL blends and 
implementing an'outlier policy. There are many variations of each ofthese elements. 
This approach woulp also raise the per visit limits, a policy change which we could 
administer, as long as they are baSed on the data we haye available. . 

I . 

, 

As indic,ated earlier, we can implement new ABLs as long as they are based on the FY 
1994 data that we developed for the existing system. We can implement new ABLs 
containing various proportions of national and/or regional means or medians, as well as 
retaining a portion ofthe current blend. Policies based exclusively on national and/or, 
. regional limits would eliminate the current law agency-specific component. w1riie this 
eliminates any payment differences between new and old agencies. it eliminates the only 
crude proxy for case-mix that the agency-specific component represents. 

, 

We can :administer outlier payment policies that are part of the cost report settlement 
process ;and that are based on data available on the cost report. Such outlier payments ' 
could mclude payment of a portion of the agency's costs above their limits. Outlier 
payments could be based on different thresholds above an agency's limits and the Federal 
govel'Il$ent could share varying portions of costs above the threshold: Likewise, we 
could irhplement an outlier approach that places floors or ceilings oil the ABLs. We can ,. , 
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also implement an outlier approach that places a maximum reduction on the payments to 
(an agency due to the effect ofthe limits (e.g., an agency would lose no more than 15· 
percent). 

We understand that refining the Medicare home health interim payment system is a high 
priority for your Subcommittee. I appreciate the opportunity to provide you information 
about our views about our ability to administer the various options. We look forward to 
continuing to work with you on these options to reform the interim payment system. 

Sincerely. 

Nancy·Ann Min DeParle 

TOTRL P.07 
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September 14, 1998 ~ ,C-"' A .....,. 

~,i3 .'.h"'\1~~ 
To:Way~,and Means Health Subcommittee } /HA &t.. ~) 
From: H~alth St.afilBill Vaugban 

Re: Hom~ Health Mark-up Tuesday 

FolloWing 15 the Republican proposal. It helps the lower income agencies without 
, giving away large amounts to the higher visit agencies. 

It has a cost of about $1.4 billion over 5 years. 

There will be a Democratic Caucus in 1129LHOB at 11 AM tomorrow (Tuesday) 
to discuss the proposal. ' 

I 

SL~~~OW3a SN~3W~SA~M'WO~d 10'61 B6-Dl d3S7.~7.'nT 



CURRENT l\1EDICARE HOME HEALTH CARE. .. 
PAYMENT SYSTEM 

• 	 A Prospective Payment System (PPS) was originally scheduled to be implemented 
on <&tobq 1. 1229. HCFA will not meet this deadline .. 

, 

• 	 Until the PPS is ready, payments will be made under the Interim Payment System 
(IPS). 

• 	 Under the cost-based IPS, a home health agency receives estjmat~ payments from 
Medicare throughout the.year. At the end ofthe year, the agency files a Medicare 
Cost Report. The agency and HCF A then -settle up.1I 

• 	 A home health agency is paid its own Medicart>allowed costs (for wages, rent, 
utilities, etc.). However, costs may nQt exceed two separate caps: 

CAP 1 .AI! aggregate cap based on the mix ofservices delivered 
(skilled nursing, therapies, social work, or aide) 

. CAP 2 	 An aggregate cap based on historic:al use per Medicare 
beneficiary (added in BBA 1997) 

• 	 The aggregate cap based on historical. use per Medicare beneficiary (also called the 
~;per beneficiary cap") is based on the following: 

OLD AGENCIES: 	 75% agency-specific data + 25% regional average 
(minus 2%) 

NEW AGENCIES 	 The national median (minus 2%) 

• 	 The BBA requires a.lSroacross-the.board reduction to the per benefiCiary caps in 
FY2000 if the PPS is not enacted. Given the Administration's recent admission 
th~ the PPS will not be ready, the agencies are facing this significant reduction 
next year. ' 

1 



SUMMARY OF THE "MEDICARE HOME HEALm CARE 

INTERIM PAYMENT SYSTEM REFINEMENT ACT OF 1998" 


CBOSCORFJ . 
5 YEARS: 

"OLD- AGENCIES 
ABOVE, 
THE MEDIAN PER 
BENEfiCIARY LIMITI 

"OLD" AGENCIES AT 
OR BELOW 
THE MEDIAN PER 
BENEFICIARY LIMIT 

AGENCIES 
o.PENING AFTER 
10/1194 AND BEFORE 
10/1/98 . 

. , 

AGENCIES 
OPENING AFTER 
10/1198 

PER VISIT LIMIJ'S 

REPORTS BY BCFA, 
MEDPA~, AND GAO 

NEWPOUCY 

SL4BILLION 

NO CHANGE 

INCREASED BY ~ THE· 
:?$~4A~EJ~q~:\4i~::}:~;.g:k:::~,"i?2~1 DIFFERENCE OFBBA CAP 

AND NATIONAL MEDJ.A.N2 

INCREASE TO 100% OF 
NATIONAL MEDIAN 

,J 

( 

75% OF 
NATIONAL MEDIAN 

, lOSO/OOF 
NATIONAL MEDIAN 

NEW REQUIREMENT 

BBA defines "OLD" agencies as those that opened before FY 1994 and filed a full 
year FY 1994 cost report. _ . 

2 The unadjusted FY 1999 national median IPS liniit is $3.456.34. (This is equal to 
the labor share ofS2,684.47 and the non-labor share ofS771.87.) An agency with 
a BBA per beneficiary limit of$2,000 and a wage index of 1.00 would have its 
limit increased to $1,728.17. {$3,456.34 - $2,000;;:: $1,456.34. Divide this by 
two, results in·a $728.17 increase.)· . 

http:1,456.34
http:3,456.34
http:1,728.17
http:ofS771.87
http:ofS2,684.47
http:3.456.34


\ , 

. EXAMPLES OF THE IMPACT OF THE . 
NEW PER BENEFICIARY LIMITS 

. ,, 
,. 

EXAMP.LE I-The agency has avery 10lY per beneficiary cap 

FY 1999 BBAper beneficiary limit: $2,000.00 

F.YI 

1999 national input price adjusted median limit3: . $~,456.24 


~ NE,W FY 1999 per beneficiary limit: 


, 

($3,456.34 - $2,000) = $1,456.24 

$1,4 56.34 divided in half= $728.17 .\v 

NEW LIMIT:. $2000 + $728~17 = $2~728.17 

n;is agency's cap is increased by 36 percent. 

EXAMPLE 2-The agency has a cap that.is slightly ;below the national median 

FY 1999 BBA per beneficiary limit: 

.F~ 1999 national input price adjusted median limit: $3',456.24 
, , 

NEW FY 19?9 per beneficiary limit: 

, 
($~,456.34 - $3,000) :=; $456.24 

! 

$456.34 divided in half= $228.17 

I 

NEW LIMIT: $3,000 + $228.17 = . $3,228.17 
) 

, ' 

This agency's cap is increased by 7.6percent.., 
. . . 


I 


, ,l 

~ i' , 

3 1 In this ex.ample we have used the unadjusted median limit. Depending on the area 


i 

in which the agency is located, the limit could be' higher or lower.. 

SN~3W~ST'<IM. 'WO~d £121'61 a6-vI-das
51'<1~:JO.W30 ,,<> n;>;121;>;'01 '<115 

,. T , .... 
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http:2~728.17
http:1,456.24
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105TH CONGRESS H R 
2D SE&<3ION' • • 

IN' THE HOU~~. OF REI>RESENTATIVES 

Mr; THOMAS introduced the following bill; whieh was referred to the 
" Committee on ' 

A BILL 

To 'amend title xvm of the Social Security Act to make 

reVisions in the per beneficiary and per visit payment 

liniits on payment for health services under the medicare' 

program. 

1 ~ Be it enO.cted, lry the Senate arW- H()u'se of Represe:nta-
I 

2tives ofthe United States ofAmerica in Ccrngressassembled, 

3 SE~TION 1. SHORT TITLE. 

, 4 :' This Act may be cited as the "Medicare Home Health . . 

. 5 Ca1::e.Interim Payment' System'Refinement Act of 1998". 
, 

'<:I.T.S 



__ ......... _ .......... ....." .....-...... .... ".c", 


2 

1 SEC. 2. INCREASE IN PER BENEFICIARY LIMITS AND PER 

2 VISIT PAYMENT UMlTS FOR PAYMENT FOR 

3 HOME' HEALm SERVICES UNDER THE MEDI­

4 CARE PROGRAM. 

S (a) INCREASE IN PER BENEFICIARY LrnITS.­

6 (I) IN GENERAL.-Section 1861(v)(1)(L) of the 

7 Social Security Act (42, U.S.C. 1395x(v)(1)(L)). is 

8 amended­

9 (A) in the first sentence of clau~e (v), by 

10 inserting "subject to clause (viii)(I)," before 

11 "the Secretary"; 

12 (B) in clause (vi)(I) , by inserting "subject· 

13 to clause (viii)(ll)" after "fiscal year 1994"; 

14 and 

15 (C) by adding at the end the following new 

16 clause: 

17 "(viii)(I) In no'case shall the limit imposed under 

18 'clause (v) for cost reporting periods beginning during -fis­

19 cal year 1999 be less than the average of the limit other· 

20 wise imposed under such clause and the median described ' 

21 in clause (vi)(I) (but determined as if any reference in 

22 clause (v) to '98 percent' were a reference to (100 per­

23 cept'). 

24 "(II) Subject to subclause (III)~ for cost reporting pe­

25 riods beginning during or after fiscal year 1999, in no case 

26 shall the limit imposed under clause (vi)(I) be less than 



,'" . _____._ .._ ..,.-....... .........,. ..... c.,""
~_ 

3 ' 


1 the median described in such clause (determined as if any 

2 reference in clause (v) to '98 percent' were a reference 

3 to '100 percent'. 

4 "(ill) In the case of new home health agency for 

5 wJ:ric!t the first cost repOrting period begins during or after 

6 fiscal year 1999, with respect to such cost reporting peIjod 

7 the limitation applied under clause (vi)(I) (but only VYi.th ' 
, 

8 respect to such provider) shall be equal to 75 percent of 

9 the median described in'subclause (II) oftlUs clause. . 

10 "(IV) The limits computed under subelauses (I) 

11 through (ill) are subject to adjustment under clause (iii) , 

12 to, reflect variations in wages among different areas." .. 

13 (2) EXCLUSION OF ADDITIONAL PART, B COSTS 

14 FROM DETERMINATION OF PART BMONTHLY PRE­

IS MIUM.--Section 1839 of the Social Security Act (42 

16 U.S.C. 1395r) is amended-' 

17 ' (A) in subsection (a)(3), by striking "in 

18 subsection .<e)" and inserting "in' subseetions 

19 (e) and (g)", and 

20 (B) by adding at the end the following new 
_/'" . 

21 subsection: 

22 "(g) In estimating the benefits and administrative 

23 coSts which will be payable from the Federal Supple­

24 mentary Medical Insurance Trust Fund for a year for pur­

25 poses of determining the monthly premium rate under 

, ~.L'S S1W~~OW3a SNW3W~SAWM'WO~d ~0'61 B6-~I-d3S7;I.1IZ OT v 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

4 


subsection (a)(3), the Seeretary shall exclude an estimate 

of:any benefits and adririnistrative costs attributable to the 

application of section 1861(v)(1)(L)(viii), but only to .the 

extent payment for home health services under this title 

is not being made under section 1895 (relating to prospec­

tive payment for home health services).". 

'(b) REVISION OF PER VISIT LIMITS.-Seetion 

1861(v)(1)(L)(i) of such A,ct (42 U.S.C., 

1395x(v)(l)(L)(ij) is amended­

(1) in subelause (III), by striking "or"; 

(2) in subclause (IV)­

(A) by inserting' "and before October 1, 

1998," after "October 1, 1997/'; and 

(B) by striking the period at the end and 

inserting" or"· and 
I / " 
(3) by adding at the'end the following new sub-

clause: 

"(\7) October 1: 1998: 108 percent of such me-

dian.." 

(c) REPORTS ON SUMMARY OF RESEARCH CON­

DUCTED BY THE SECRETARY ON THE 'SYSTEM.-By not 

later than January 1, 1999, the Secretary of Health and 

Human Services sliall submit to Congress a report on the 

following matters: . 
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10 

15 

20 

25 
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1 (1) RESEARCH.-A description of any research 

2 paid for by the Secretary on the. development of a 

3 prospective payment system for home health services 

4 furnished under 'the medicare care program under I 

title XVIII of the Social Security Act, and a sum­

6 mary of the results of such research. 

7 (2.) ScHEDULE FOR IMPLEMENTATION OF SYS­
. 

8 TEM.-The Secretary's schedule for the implementa­

9 tion of the prospective payment system for home 

health services under Section 1895 of the Social Se-

II curity Act (42 U.S.C. 1395fff). 

12 (3) ALTERNATIVE TO 15 PERCENT REDUCTION 
\ 

13 IN LIMITS.-The Secretary's reconimendations for. 

14 one or more alternative means to provide for' sa~~ 

equivalent to the savings estimated to be made by 

i 6 the mandatory 15 percent reduction in payment lim-' 

17 its· for such home health services for fiscal year 2000 
\ ' 

18 under section 1895(b)(3)(A} of the Soeial Security 

19 Act (42 U_S.C. 1395£ff(b)(3)(A»), or7 in the case the 

Secretary does not est3:blish and implement slfch 

21 prospective payment system, under section 4603(e) 

22 ) of the Balanced "Budget Act of 1997. The Secretary 
, , ' 

23 shall include a statement from the Chief Actuar:Y of . 

24 , ,the Health Care Financing Administration of the 

amount of a per visit copayrnent that would be re­



, .. ,"__ ..... ___ •• _,...,.",. .... Jl.Jl......,.y.Lt""t.....,.J. ...c.. 
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1 quired to provide for such· savings (based upon dif­

2 ferent caps on the aggregate amount of such copay­

3 ments for any person for a year). 

4 (e) MEDPAC REpORTS.­

5 (1) REVIEW OF SECRETARY'S REPORT.-Not 

6 later than 60 davs after the date the Secretarv of 
~ ~ 

7 Health and Human Services submits to Congress 

8 the report under .subsection (b)~ the Medicare Pay­

91 ment Ad'Visory Commission (established under· sec­

10 tion 1805 of the Social Security Act (42 U.S.C. 

11 1395b--6)) shall submit to Congress a report describ­

12 ing the Commission's analysis of the Secretary's re­

13 port, and shall include the Commission:s rec­

14 ommendations with respect to the matters contained 

15 in' such report. 

16 (2) ANNUAL REPQRT.-The Commission shall 

17 include in its annual report to Congress for June 

18 1999 an analysis of whether changes in (law made by 

19 the Balanced w Budget Act, of 1997, as modified by 

20, the amendments made by this section, and this sec­

21 tionlwith respect to payments for home health serv­

22 ices furnished under the medicare program under 

23 title XVITI of the Social Security Act impede access 

24 to such services by individuals entitled to benefits 

25 under such program. 

T T /0. T 
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(d) GAO AUDIT OF RESEARCH ExPENDITURES.­

The Comptroller General of the United States shall con­

. 	 duct an audit of sums ob1iga~d or expended by the Health 

Care Financing Administration for the research described 

i~ subsection (b) (1), and of the data, reports, proposals, 

or other information provided by such research. 

,. T ,,, " 
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OEPARTM ENT OF HEA lTH &HUMAN SERVICES Office cif me Sec::ret~fY 
, , , .. 

Washing Ion. D.C. 20201 

~L"'"- i.1)~ rIf; 
~ .

Date: 
. .. 

FACSIMILE 

PLEASE NOTIFY OR fIAND-CARRY tHIS 
'tRANSIVIISSION TO THE FOLLOwING 
PERSON AS SOON AS POSSIBLE: 

Nam~(s): 

Phone#: 

Fax#: 

.. .' /'
FROM. C-9tt.~. . . 

. Assistant $"eCfet~ for Planning & Evalumionj':r 

.-. ,ok 
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W~~~"';":'~·I·~~"~~.'~.::~: ~.~~t."'.:{{~t~. "~.O. :~\'•• ::.;'..•• 
',. ·"":V.. y·,,,D'I .~[r"'\I\v<l\q-C 

TO:' Bob Williams 
Gary Cl a>..10n 

THROUGH: 

SUBJECT:. 

-.. '. :""-- ,_~",,, "~~',.':~.... -. ", "'," "'i"-:-~::\-''';'''' .'::- -. '" '.:-" ...~~~ ~~""."-~~~.-;,.,:,"""~,':~~~:-:~~,~',:''--~:',~:' ;" ..:.,:,.'--_-·~-'-·-·.. -~~~-~~.~.. ':!~,,~~.~;;.:-?;~t;~~~;[-~~:~i-;:f".
This is ~obring to yo,ur attention anticipated agency and beIlenCiary irripacts ofthe homeheaIth······ 
(I-IH) iIit'erim payment systemS (IPS), particu];;irly the per beneficiary cap. We. are bringing these 
issues,.t?,YoU! attention now becauSe Chris Jemgs is scheduled ~o speak.at the ~ationa1 ~ c......~,f . 

AssoclatlOn of Home Care (NARC) confereQce on Monday. IPS Issues ~ill be discussed,"" ~ 
-'..Q'(J04 tin+k 

Background.. ~J e.~ 

The Balanced Budget Act $BA) required the government i.nlplement, effective 10-1-97, an IPS, 
. and, by· 10-1 ~99, a ca:e-rr:ix adj~sted PPS, V/he~er or ?ot a P.PS is implemente~ on 10-1-99, a r(d j\ . 

__.£)"'»..",.."...., • .,.;,..,, ".fif1~.en .p~rcent r.~d!lc}~Q!tm Medlcare HH expendltures IS reqUlIed. The IPS reqUJIes;.thathom~r~~~~~').~'~;;:~':~"": 
health 'agencies (BRAs) be paid the lower of: • \Y\~~ Cof'\""I;$<~~ }M(~4 

.. r).-M,~rI- (t~tt 
• actual cos.ts,' " 0,• ~ fr - \~ .... \ ....... , . . 


. • aggregate per visit liniitsi or .~ '_"'~'.:~ ..,-::.5 ,,:~S:..~~~~.t,..... ;.,.. -.,....~..,.._..•.:~..Ea.......::r.. "",;'~""~':~'::~":':";:'''''''':'':''''::'::':::''''.....,.~.:; ..,'c""" ~" ';::~~~"~~~T,g~f~p~f.·~n~~;q~ary lirt:t,its."_,,....... ....... . '.. . 

'.' . - \KM , . JGw.!~~ 1 

The,mdustry aDdadvocate.~ hav~ e~resse~ concern about, th~ Impact ofthe.se ?roVlSlODS. tB' 
partJcularly the per beneficIary hmlt. on rugh cost beneficlarIes. State MedicaId programs are .1.....<:0 . 

. being asked'to finance the reductions associated \l,;th these limits. The per beneficiary limit is I-~ 4 ' 

..""",~",;~,;..·,....,..,~ ...;,J?,~~~tqn.,e~~h J:n-~:s..axe~age per beneficiary. Medicare expenqitures)n 19.93,.;~endeg for:wru,:d.t .~ '::'. '" ~."" 
,:;." . . ' . FyI""g8~iffi\iftipHg((~i'tHe llumb~f'6{betiefiailies s;etVeCt bythe'HHA."lnlherftift'enfyeat 'Or :;";~; •." U(\p.I_. 

. special fortnula exists for new HHAs). The law d,oes not allow for exception or outlyer ~ 
paS'ID.ents. NARC believes that the BBA permits exceptions to the per beneficiary liniit. _\r.-9_____ 

Aneed~tesabdund of 'geneies threatenmg ?r aetually ~enying Or reducing servie.s to high cost~ 
beneficl<trles m antIcIpation of the new luruts. HCFA Issued a letter to HHAs ad\'1smg them that'VY 
thev can not discritnitdte against Medicare enrollees based on severitv of condition and that to. ~ . 
d9Sb could jeopardlu their provider agreement. 

RegUlatory Status 
i,
• 

HCFA has Htt1e discretion in implementing these provisions. 

. 
• Per visit limit: A final rule was issued in January '98, 

• Per beneDcijlTY lim'ir A HCFNOS re~ation teaIil has been re'V;e~ing the final rule 

J 

http:ofthe.se
http:fif1~.en
http:speak.at
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'(v.ith cotrunent)oh the per b~neficiary Iiniits. Receipt of this rule for formal clearance is 
pnminent. The rUle is scbedule'd to be published in the Federal Register April 1st. HCFA 
includes an analysis of the impact of this limit on HHAs. 

• f' ~\ , 

HCFA impact analysis indicates that: 

,. almost 60 percent of HHAs are expected to have costs in excess of the per 
beneficiary limit and that on average 10 percent of these agencies' costs are 
expected to exceed the limit (the percent ofcosts in excess of the limits was 
estimated ,after taking into account behavioral offsets that reduce the amoUnt of 
savings these limits wouJdotherV;ise produce, The behavioral offsets is based (>Ii 

an estimated 1 percent increase in \'oJume of.HH beneficiaries served). 

the limlts are expected to bave a greater impact on freestanding BRAs than 
hospital-based HHAs; and. 
While (in gerieral) the: limits are expected to have a greater impact on older HHA.s 
(i.e., ex,istiilg in 1993') than newer l-IHAs, this impact varies significantly by 
census region. The lim.its are ex-pected to have the greatest impact on old and new 
HHAs in the New England censUs region ~- almost 85 percent of old arid 91 

j . percent of new HHA.'s in the New England Region are ei';pe'cted to have costs in 
excess of th~ limit. 

'"".,,. 

Beneficiary Impa9!; .We tlsked lvfEDSTAT to complete an analysis of the impact of the 
peer beneficiary l¥t on beneficiaries. The analysis links 1994 Medicare HH expenditures· 
v"i.th the 1994 National LTC Survey. The analysis examined the impact of the per 
beneficiary limit on (1) all Medicare beneficiaries, (2) Medicare bome health users, and 
(3) Medicare borne health users, by disability status; The analysis was based on an ' 
estimate of what the per benet~c;ary limit would have been in 1994 c6riipar~d to average 
1994 HH expendirures. The 1>.1EDSTAT analysis indicates: 

:r.··· " 

.. On aver,~'~ 34 percent of HH users across all census regions are expected to . 
excee'd the per beneficiary limit. The Pacific Region br1S the highest perc'e'ntage of 

. beneficiaries exce.edin$ the cap (almost thirty-nine percent) and the South Atlantic 
Region has the lowest (almost thirty percent). 

Six-ry-six percent of those 1m users v..ith impain:nents in at least 3 activities of 
daily living would have exceeded the cap - more th'an a third of all HH users who 
exce'eded the cap. 

~~ f?110~11l_'g t:ype~i:bf:l.ri~'/idua~s would have b:en mote likel.yto exceed the 
hrrut.U: 199.~ _(ha~ Qf~~JrtutbeeD m ~lace at th~t ume): Don-white persons. the 

,­ cogruuv;ly lmparred,\ind persons Vt1th 10weTmcomes, 
.­
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COlJclllsiODS 

+ 
HCFA anticipates that payment to 58 percent ofHHAs v.ill be limited by the per beneficiary 
li.mit, .payinent to atJ additional 35 percent ofHH.~ \!trill be subject to the pet visit limit, and the 
rema.i.bing seven percent of HHAs v.ill be prud actual costs, \Ve expect HeFA to include as part 

";/!41trf.;";\,~,,,,,,_.,,,",,oLthJ;per. beneficiary. ruJe.intbecQver memorandum tethe SecretaJya statemept.th~t z:ecl~stiQ1;i.s,n''''?''''~''''''_'''' . 
" .' arid terminations of HH serviCes win'be monitored via l.be suIV~y'imcfcertificati.o~tpro'c:es.§:@d{;.~:"·~:'.··::'·;:;:;~llr~~j 

through anaJysis of OASIS data. A rule requiring the automation of OASIS data is e>..-pected to 
be publishe'd in early silmmer '98 v.ith an expectation that automated OASIS data \\-il1 be 

. subrilitted to the Federal Government by January '99. We anticipate that HCFA ....ill also 
indica.h~ that the DIG ~ill be :isked to monitor underutilization. 

"' ••• ,.,--" ,,,~,,,,,.,,,, -.".~ '.,. • ':",;/...,,~. ....' __ ',..;.·;.i,~."_"_,--"." ;"''i",,-.
." '., .'- ,/~,. . . " .. ~.:-

While the per beneficiary limit is applied in the aggregate, and, thus, is not an absolute per 
beneficiary cap, the 'tI.1EDSTAT anaIysissuggesis the types of beneficiaries that HHAs may 
target in an attempt to not exceed this limit. If Medicare HH services are either no longer 

.'... ',",. .' . availaple Dr services are reduced for severely disabled beneficiaries, given the level of disabilitY . 
~'~~'<'''''''~--'''r~oIma:rl'vorili·ese-DenefiCianes:tlieDiflsreaSonabIe-to·assUmftllara1te·fila'fivef6'fiftal"'service~,,:,:~~""""'·~'·-~-

• "" •• , <. - ,,~ • ., '_. 

wjll be required. Given that many of these individuals bave limited incomes, private financing. 
seetns Unlikely. Medicaid home and community based care or nursing home semces seem to be 
likely itlternatives, FYI -- We have asked ?v1EIJSTAT to look, by region and disability status, at 
the percentage disabled l;fH Users Who would exceed the cap and qualify for Medicaid, 

.'" . 

Next Steps 

.. '. , We ;e continuing oOr reviewiofHH relatep issues to assess the feasibility of implementing a· ~. 
""':;';';~~;,~""";~"",,...,.~r.eascnal;le,c'aS~~mix..:.ac:l~l!SJed PPS~b~,.J 0:-1 ~9~ ..,;~v.:e. hope Jo,report,pask..t.B,,~9-\l "by":~4;:,ApJ;,U.,.w!h;;;:,;.;,;;,:.;.,;...;",,,,,,...-...~ 

b1IPHfc!bfr.~nd'htrb~·lf~~id:ob\Rhlfrev1e\rfirtaSSN£Bre¥1',,§ ;ee'dt~Uh'liktfY,b"ft~~J~(j}3'n,~; .:, .'. ".:'=' 

r@ilai"~e2~eli'CGticin ~ijnlk~iY'btihe'Sneecf[o"'im'plem'enC~-mea]allisril'~to ;aJ1IsFp~ilrient for·· ,'::~ ~~:' 
high cosi~oeneficiaries. This may require a legislative change. 

'.' . 
~~"!t{)f',~~H::';';''t'''Il~=-''~~''V-T.'''""'''~\~'' ~ "~"¥'!"4"~~"'!""l;,,,!,,,,,,.,,,,~, ~'~?' !..~'v,,, ,f' ,';0;'1":'.-.' "'.:", ''": -. ""'-1"""\ 4J""~ ~'" •• ;....H'::·V,~ ,""'. • ,;' ',' '"" ,-.,' ,'- ",--•. :,. ".:..,,-,.; ... y,-,."."\M......";;-: .-~'. ,- "'11, f!!:,"'-~·"~"~ ,t.1~........ "l.·.:r• ..:" •• ~1',t:!."::."'-,_ff"~..~-.jI'~~~~~~.,.;,-~

V.11l! (1~ rec:l'IJrc:u!' "_fJ- vcn tua( HlilllY 01 Utes!;: WUl VIUL!.::1I:oi [11;1VI; !!L!I:tU:;U wo,.;U1.W;;;;:\, pn Y~;no;; IUli:t.Uo,.;UIf;j.~ ..:.... ' •. , c, ­

"' .. '''',-'' "~",:~,,.l_ ~t;-, ,'f,.,.:t: ",,~,:,) k.,·,·" '-""~'r ~'~<,"" ~,~ !,~, "", ~" .~~C" ,.~ ;:::. '0' F':;;~';; f;;:,~~·~;" ;~~.~.~;; ,~:,-:.,~·,:;~;;:;~~:;.:;;f"'~, .',...,' ... 

.,. 
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'...(i. DEPARTMENT Of HEALTH &.Hl1MAN SERVICES office of the Secretary 

~~~u, W;r;ninglon. C.C. 202()' 

Date: 

PLEASE NOTIFY OR HAl\TD·CARRY THIS 
tRANSMISSION TO TfIE FOLLO\VING 
:PERSO·N AS SOON AS POSSIBLE: 

1'C /J '5:,. " ~.Name(s): , J0rf<~ , ,. ~V\L0=R,~ . ,'.• '_'" ", ~ ._.~ :'/''1'' 1. - , , . 'G 
." . 

Phon'e#: 

Fax#: 


. 
Number of pages being transmined (tnclu ciing fax ~bect): '3 

COMMENTS: 4lf---, V~ . 'vu> \"AS:.l0..A..t~ 
_ \.J\; .eA"\:~' ?A~~, "~''b~ 

, . . 
I ~.,... , ... _, 'r. '" ""_'..,",:~":~=:.:.:::- ,",~,.. - -.~., ~""""'-"""~~'-'.~"" "'<;--:"!",,,,;":'..!~':'''.-'.:-'''"'!'''~~''''''':: 

",~""O'~~","";:""~~"",,,.,,,.__ .... ,~-_ " .,_ ... , --'-_---'-,-'-,,,,~,,,,.~#,,,,,,~~.,,~~¥-,--'::"''"-~'''''-~'':''1'''_ "_"~_"""--_~,,-_.v"_'.__.....'':''_.;,...______ 
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HCFA anticipates that payment to 58 percent of.H:HAs v;111 be limited by the per beneficiary 
limit, payment to an additional 35 percent ofHI-LA.s"Will be subject to the per visit limit, and the 
remaining seVt!o percent of HH'A.s 'Will be paid actual costs. We expect HCF A tb include as part 
of the per bene.iJciaf), rule in the cover memorandum to the Secretary a statement that reductions 
and te"ni1inations of HH services will be monitored \ia the survey arid ce'rtiiication process and . 
through an'aJysis of OASIS data.. A rule requi.rin:g the automation of OASIS data is expected to 
be published in early suz:iu:Der '98 ~ith an expectation that automated OASIS data mIl be 
subrn.i'tted to the Federal Government by January '99. We anticipate that HCFA Will also 
iirdicate that the 010 'Will be asked to morutor undetutiliLltion. " 

" '. . 

While the pet berieficiary limit is applied in the aggregate, and, thus, is not an absolute per 
benefiCiary ~p,'the }..{EDSTAT analysis suggests the types of beneficiaries that ID-lAs may 
target'ih an attemptto not exceed this'l~t. If Medicare HH services are either no longer 
available or service"s are reduced fotseverely disabled bebeficiaries, given the level of disability 
of rDafj5' Of these beneficiaries) then it is reasonable to assu:tne~at alternative formal services' 
v.'ill· be re'qulreo. Gi:ven th.at many of these individuals h.we limited incomes, private flIlancmg . 
seemsunJikeJy. 1--1edic<lld home and commullity based care or nursing homeserviCe"s seem to be 
likel~)alt~tti·atives. F'il -, \Vehave asked MEDSTAT to look, by region and disability status, at 
the percentag~d:isabled HR users who would exceed the cap and qualify for :Medicaid. 

Neit Steps. 

We are c"Ontinumg our reView of Illi related issues to assess the feasibility of implementing a 
reason'able caEe-mix adjusted PPS by 101") -99. We hope to report back to you by mid-April v.ith 
our reco!Tll'l'1o.endatiOns. If based on that J...iew, a reasonable PPS seems unlikely by 10-1-99, an 
iniliaJ recommendation 'V\1l1likely be the need to implement a mechanism to adjust payment for 
hlih ,,?st beneficisries. l'ilis may require a legislative change. 
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Per heDe.fiti~"limit: A HCFlJOS regplation tearn has been reviev.ring the final role 
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:7':;.••.• ,:;./ • ; .••• ,,;',.' :-.: .·Uw!WJC::lil-;-::-l·nr:rwels'sene<1Uled to be published in the Fedeffil Re'gister 
. includes an analysis of the impact of this limit on HHAs. 

HCFA jl,!pact analysis indicates that: 

almost 60 percent of BRAs are expected to have costs in excess of the per 
benefiCiary limit and that on average 10 percent of these agencies' costs are 
expected to exceed the limit (the percent of costs in excess of the limits was 
estimated after taking into account bebavioral offsets that reduce the amount of .. 
savings these limits wouJdothef\,l.ise. produce.... The bebaviora1·offsets'is·based·bn,·,~"""",·,,,··~,,,·,,,,, 

...,., "~-"an"es'£[Dj"a'ie(i rpe'r~ent'in~~ease in volume of HH beneficiaries served). 

the limitS are expected to have a greater impact on freestanding HHAs than 
hospital-based HHAs; and . 

V;'hile (in general) the li.m.its are expected to have a greater impact on older HHAs 
• (i.e" eXisting in .1993) than newer HHAs, this impact varies significantly by 

cen'sus r~gion.The lim.its are expected to have the greatest impact on old and new 
HHAs in the New England census region -- almost 85 percent of old and 91 
petqe'nt ofbew HHAs in the New England Region are eX"Pected to bave costs in 
exceSidfthe limit. 

BeHefitiary Impact. We asked :MEDSTAT to complete an analysis of the impact of the 
per beneficiary li.m.it on beneficiaries. The analysis links 1994 Medicare flli expenditures 
\l(;th the 1994 National LTC Survey .. The ~a1ysis examined. the impacto( th~:P~L .. ,,.,.,..,.'.r'"""""\':"';""'7'·~"";· ......, 

..... ' . ..:;.:n+;.~,4 '0". ".,.c.:;" ...... "'" "15en,€fi'ciary CIiihitOrf'lrY'a\!"N1eclichl~" benef; ciari'd~,"(2)"N-fealtt~ihomeh'e:iJtil 'US'ers:'and 
'. 	 (3) Medicare hoine health users by disability status. The analysis was based on an 

estimate of V;'hat the per beneficiary li.mit would have been in 1994 compare"d to average' 
1994 HH: experldirures. The M::EDST AT analysis indicates: 

.. :::,. _':. _, ... On ,average. 34 percent Of HR· users-across all cerisus'regi6nsare·expectedto'-::-'::"····'''~-'.;..<·~·:..:..,i.~•• ,," 

.~·W'l""'''''4'·", ". "'.~' ,,~,......,." ..•.• exceed the per beneficiary limit. The Pacific Region has the highest percentage Of 

beneficiaries exceeding the cap (almost thirty-nine percent) arid the South Atlantic 
Region has the lowest (almost thirty percent). 

SiX1Y-Si:q)t!ic:eot of those 1m users v.rithimpairineots in at least 3 acti"ities of 
..~ daily living would have exceeded the cap - more than :3 third of all HH users who 

exceede'd the cap. 
• " . 

The fol1o'olri.ng types of individuals would have been more likely to exceed the 
limit in 1994 (had the limit been in place at that t.i.rne): nOD-white persons, the 
cognjtively impaired, and persons \\1th lower incomes. 
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IDEAS FOR THE FUTURE FROM HUDSON INSTITUTE 

,. ,'. h t 
Ifwe cijntinue to try to cti f 
finance fit/I nursing­

aid, without providing 
less~expensive 

alternatives, the system 
will go broke when the A Case Study of Indiana's In-Home/CHOICE Program 

Baby Boomers hit 
retireinent age a few 

years from nQw. Home Two of Hudson's health care reform experts 
health care provides a 

viable alternative. WILLIAM STYRING III 
. ,', 

AND THOMAS J DUESTERBERGe 

discuss a home health care program' that works 

home,care through 
Medicare andfvfedic­
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