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HHA PHYSICIAN CERTIFICATION NOTICE - QUESTION AND ANSWER

Q Why does this noncc need to be gubhshed at this time?

We believe it is
regarding the home health physician certification regulations for the last year. We:
believe the issues at hand should be resolved more fonnally th:ough the '

ruiemakmg process

This final notice with comment will clarify that HCFA is withdrawing recent letter
interpretations relating to indirect compensation arrangements where the

' physmxans are salaried employees of; or have contractual arrangements to provide
services for, an cntxty that also owns a0 HEA. hone noa Al “pernf

We had issued letters hoping to clarify existing regulations but found that this
raised more confusion. In fact, we found that the subject letter interpretations
‘could have unintended consequences affecting integrated delivery systems and
current medical practice. The interpretation is especially problematic in rural
- areas where the hospital or other entity is so large a presence in the community
“that, in addition to ownmg the HHA it also employs the ma_]orlty of the
‘physicians.

Our next step is to evaluate our recent letter interpretations in conjunction with our
development of the Stark II proposed regulation. The Stark II reguilation also
relates to physician certification issues and affects HHAs. The Stark II regulation
is currently under review at OMB and we hope to publish it this Fall, which is
when the Balanced Budget Act of 1997 requires us to begin accepting advisory

- opinions concerning whether a referral for a designated health service (other than
clinical laboratory service) violates the physician self-referral provisions.
Combining our policy considerations regarding the subject issue in this one:

. regulation (Stark IT).and withdrawing our letter interpretations- will ensure that
consistent policies and definitions will be applied to home health certifications
while mitigating the confusion and potential disruption caused by the letter
interpretations. The notice announces this intent to the public.

TOTAL P.B2
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MEMORANDUM .

S A ~ TJuly 24, 1997
- TO: Melanne Verveer

FR:  Chris Jennings .

" RE: ‘Letter to Val Halamandaris

i

Attached is the letter that the President wrote in response to Val’s c.oncems over the home
health care copayment. Apparently, Val is very pleased. to have recelved the letter I believe
- that he now feels that we have been responswe to him.

{

Also, the $5 copayment.for home health appears to be dead on the Hill right now. -

Please call with any questions.
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THE WHITE HOUSE

WASHINGTON
July 17, 1987

Mr. Val J. Halamandaris

President

National Association’ for Home Care

228 Seventh Street, S. E.
Washington, :D C. 20003

Dear Val:

Thank you for your leadership in raising the important
concerns regarding the Senate proposal to require a new copayment
for Medicare home health services. BAs always, I appreciate
having the benefit of your thoughtful advice. Ensuring an
efficiently administered, high-quality, affordable Medicare home
care service is a top priority for my Administration.

Some have argued that imposing a new copayment would help
reduce the current problem of. overutilization of home health care
services. We must take steps to ensure that home health services
are used only by those who truly need them. However, because
over 85 percent of Medicare beneficiaries have supplemental
insurance protections, either through Medigap or Medicaid, this
provision would neither substantially reduce utilization of .
services nor decrease overall spending on health care;,

For the 15 percent of benef1c1ar1es without addltlonal
coverage protectlons, however, these costs may be excessive.
Medicare beneficiaries who use home health services are often .
some of our most vulnerable older Americans. This population
tends to be sicker, because nearly half have some type of chronic:
illness. Over 60 percent of Medicare’s home health users who
lack supplemental insurance protectlons have incomes below
$10,000, and nearly 90 percent have incomes below $20,000. There
is no doubt that a five-dollar copay would impose a significant
cost burden on this population.

For all bf these reasons, I cannot support the Senate-
passed proposal and have urged Congress to drop it in the Senate-
House conference.: Thanks again for your letter. . I look forward
to working with you on thlS and other issues of mutual concern.

s R

1

Slncerely,

M&W
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NATIONAL ASSOCIATION FOR HOME CARE MARY SUTHER HONORABLE FRANK E. MOSS ®
228 Seveath Street, SE CHAIRMAN OF THE BOARD- SENIOR COUNSEL Sy
Washington, DC 20003 VAL J. HALAMANDARIS STANLEY M. BRAND
202/547-T424, 202/547-3540 (ax : PRESIDENT - GENERAL COUNSEL

July 3, 1997

First Lady Hillary Rodham Clinton
The White House

1600 Pennsylvania Avenue, N.W.
OEOB Room 100

Washington, DC 20500

Dear Mrs. Clinton:

Your assistance is needed immediately in order to pfotect millions of our most vulnerable citizens. Time
is of the essence in this matter. It is of such vital importance to us that despite full knowledge of how very
busy you are, I have asked for a meeting with you and the Pnesadent

~ I'am sure you know that next week the Senate and House. conferees will begin to reconcile differences
between the Senate and House passed deficit reduction and tax reform bills. Both bills contain

Administration initiated proposals which will sharply reduce the Medicare home care benefit. Among these
include:

shifting a ma;ot portion of the beneﬁt from Part A of Medicare, whlch is funded by payroll taxes to Part
B, which is funded predommantly by general revenues;

. restricting coverage under Part A to individuals who have a three day prior institutional stay;

. significantly reducing allowable reimbursement to providers, which in many cases will fall below their
actual costs for providing care;

- imposmg new barriers limiting access to home care; and
- changing the payment system from the current cost based method to prospective payment.

Taken together, these proposals will have a devastating affect on providers and result in millions of
Medicare bencficiaries not receiving access to needed home care services which are available under current
law. The burden is disproportionate. While home care represents 9.7 percent of Medicare e:xpendxtures, we
are being asked to carty 17 percent of all the reductions in Medicare.

" All of the above are part of the bipartisan agreement which the Administration has hamumered out
with members of Congress. Since language is congruent on both sides of the Capitol, there is s little that we can
do about the above proposals.

'

| Oamnmnction tlin Mlwiine e K nvesn Bantth A nmunine Hamin e 433 Mea s = Toees
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i HOMEX ARE

First Lady Hillary Rodham Clmton
July 3, 1997
Page Two

However, we can and we must do something about the onerous requirement imposed by the Senate,
which, on top of all of the above, would require home care beneficiaries to pay $5.00 per visit out.of their
pockets beginning with the very first home care visit up to a maximum of $760. President Clinton and the
Administration are on record In opposition to copayments: a} because they cost more to collect than they save
‘the program; b) because they become unfunded mandates requiring the states to pick up millions of additional
dollars under the ‘Medicaid program; ¢} because the burden falls heaviest on the poorest and sickest; and d)
they constitute a barrer to care rcsultmg in increased expense in the form of hospital admissions or nursing
home placement.

We believe it is vitally important for the President and the Administration to do everything possible
to delete the Senate copayment provision. Copays are opposed by every single consumer and senior citizen
group. The copay proposal was not part of the bipartisan budget agreement and the revenues generated
therefrom are not needed to meel the budget reduction target. If the Administration does not intervene
aggressively in conference, the copayment proposals, along with all of the other burdens tisted above, will
become the law of the land. : :

. It would be the most tragic of alI ironies to have the Clinton-Gore Admuustratxon, Whtch has been the
most supportive of hospice and home care issues and has recognized, the need to expand the scope of home care ’
to meet the nation’s growing long-term care problem, go down in history as playing a part in the dlsmantlmg
the Medicare home health benefit. '

On behalf of the millions of patients, their families, and the thousands of workers in the home care
field, I want to thank you in advance for your assistance. You are a great friend, and we very much apprecxate
all you have done for our country

With_ best wishes, ',‘
Sificerely,

/-

al J. Halamandaris
President .

VIH:amw
Bndosm

[doossoo4
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The Honorable Frank E. Moss
519 C Street, NE
Washington, DC 20002
(202) 5477424

Tuly 3, 1997

First Lady Hillary Rodham Clinton
The White House

1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20500

Dear Mrs. Clinton;

Conferees will soon consider legislation to fundamentally change the pature of the Medicarc program. Iagree
that it is time wc examined Medicare; however, I would hate 1o see us repeat some. of the mistakes we made in the past.

I was the author in 1965 of the amendment which included home health care coverage under Medicare,
Congressman Claude Pepper introduced the lcgislation in the House. Our original legislation required seniors to pay
some portion of their home care costs out-of-pocket. However, studies by the Senate Committec on Aging and the
General Accounting Office persuaded me in 1972 0 work with Senators Edmund Muskie (D-ME) and Gaylord Nelson
(D-W1) to delete the copaymem provision. Qur studies clearly mdlcated that copayments

*  cost Medicare more to collect in administrative costs than they saved the program;
*  denied access to ca:cfand fell mosi heavily on those who could least afford it;

*  pushed families into povcrcy and loved ones unnecessarily into institutions, resulting in increased costs to the statcs
and the federal government through thc Medicaid program; and - .

* increased costs to Mcdicarc because people delayed care until they had to be hospitalized.

I am writing to you today because a provision was added in the Senate budget package to require seniors to pay
a 3$5.00 copayment beginning with the very first visit, up to a total of §760. The House version contains no such
provision. Copayments were a bad idea in my original bill in 1965.and for the same rcason they are a bad idea today.
I am writing to urge you to help make sure that we do not repeat the mistakes that we made in the past.

The homc care poruon of Medicare is small, representing 9.7 pcrcent of the total, and yet home carc has been
saddled with disproportionate cuts in the Scnate package ~ fully 17 percent of all of the Medicare reductions. Most of
_ these reductions come at the expense of home care providers, which is bad enough, but the copaymeat provnston is
particularly intolerabic bccausc it comes at the expense of the most vulnerable seniors.

A strong case can be made for expanding the scope of home care under Mcdzcare to cover long-term care.
Approximately tea million individuals who suffer from multiple disabilities are struggling to care for themselves, going
without the care that they need, or waiting until an expensive admission to a hospital emergency room is the only
answer. Let’s do our best to improve Medicarc and not make it less responsive to the needs of our seniors.

I am wntmg to ask that you work with others in the Admlmstrauon to ensure that the copayment proposai is

deleted in conference. , : .
L

Sincerel

o » Flnk E. Moss

; ' U.S. Senator (ret.)
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u.s. Depa‘rtment of Labor , Assistant Secretary for - ' HT
D . o : Pension and Weifare Benefits
‘ Washington, D.C. 20210

1
f

Mr. Bruce C. Vladeck - -~ - o 19 9ar -
Administrator N o B
Health Care Finance Administration
314G Herbert Humphrey Buxldmg

1,200 Independence Avenue, S w.

Washington, D.C, 20201 -

© Dear Mr. Viadeck:

I 'am writing to bring to your attention a serious problem regarding the safety of

. employee benefit plans established and maintained for the benefit of employees of HCFA
funded home health agencies (HHAs). On July 31, 1995, members of my staff met with Judith
Berek and other HCFA officials, and representatives of the Internal Revenue Service, to
discuss several problems which had arisen regarding HCFA funding of employee bénefit plans

- sponsored.- by HHAs. These employee benefit plans are subject to the coverage of the

Employee Retirement Income Security Act (ERISA), a law administered by the agency I head,
the Pension and Welfare Benefits Administration (PWBA). While progress has been made on
several of thc issues discussed at that initial meetmg, one majcr problem remains unresolved

The problem I refer to is the abzhty of HHAs to obtain funds from HCFA which are
spec1ﬁcally earmarked for employee benefit plan contributions and retain control of those
funds for up to twenty and one half months before forwarding them to the affected plans. The
practical effect of this practice is to allow the HHAS to “borrow” funds specifically earmarked
for their own employees’ benefit _programs who not only receive no interest on these “loans”
but who bear the full risk of any losses. As I will discuss below in more detail, this is not just

. a hypometlcal concern; we know of cascs where employccs are bemg scnously Tort by this
-practlce : o

. Alan Lebownz Deputy Assmtant Secretary for Program Opcratwns for PWBA wrote to
Ms. Berek about this problem on September 18, 1995. In his letter, he expressed PWBA’s
concern that this practice was spemﬁcally approved by’ HCFA regulations and requested that
HCFA give serious consideration to changmg those regulatlons Ms. Berek responded to his
letter on January 17, 1996. While the response agreed that it was within HCFA’s authority to
" lessen the amount of time HHAS could retain HCFA pald employee benefit plan contributions,
Ms. Berek: expressed concern that doing so-could be seen as “dlscrmunatory 'Mr. Lebowitz - -
‘responded to those concerns on June 18, 1996 ‘Since a question has arisen as to whether that
letter was acmally received, I-am attaching a copy of it. In that letter we addressed
Ms. Berek's misgivingsthat reducing the amount of time that HHAS could use HCFA fringe -
~ benefit reimbursements for their own purposes could be seen as “discriminatory.” The IRS also
responded to those concerns, in a letter dated December 5, 1996, by stating that reducmg the
time perxod an HHA could retain such contrlbunons “does not raise an issue undcr the Intcmal
‘ Revenuc Code ", : :

¥
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I remain deeply concerned about the threat to employee pension and health benefits
caused by HHAs which delay placing HCFA fringe benefit reimbursements into employee
benefit trust funds for up to twenty and one half months after payment of the money to them by
HCFA. Since our June 18" letter was sent, the misuse of HCFA funds earmarked for

- employee benefit plans has continued. I am quite disturbed that we have not been able to work.
~ together, as agencies of the government should do, to jointly resolve tlus problem and stop ;
these abuses which' mvolve both our agencies.

We have recently learned of another case in which employees of an HHA are in senous

danger of losmg the employer pension contributions which their employer is obligated to pay,

~ even though HCFA reimbursed their employer with the understanding and expectation that the

. employer would use the money for pension contnbutlons Reavis Health Management
Systems, Inc., an HHA located in Round Rock, Texas, whtch is funded primarily by
Medicare, has delayed paying approximately $250,000 of employer contributions due its
deferred compensatlon plan from 1993 on. Because HCFA regulations allow employers to
delay paying the HCFA reimbursements into employee benefit-trust funds, Reavis has been
able to use: for its own purposes the money which HCFA intended for pensxon contributions.
Reavis has also failed to process claims or pay premiums. of approximately $200,000 in health
insurance for its employees for which Medicare has already reimbursed the company. During
the time Reavis failed to pay the HCFA reimbursements into its appropriate employee benefit
funds, it expanded its business holdings by, among other things, opening two new health-
related businesses i in the past year. Reavis has now declared its intention to file for
bankruptcy, which, if it occurs, will leave the participants and beneficiaries of the employee
beneﬁt plans at risk of losmg the tmpatd but owmg contributions. :

We have learned that another HHA Hlll Countxy Health Services located in Ktlleen
Texas, whose owner is the brother of Reavis' owner, has delayed paying approximately
~ $600,000 of employer contributions due its deferred compensation plan. While we have no-
reason to believe that Hill Country is planning to declare bankruptcy, we are concerned that
the sponsor has expanded its business holdings while it has failed to make umel""contnbuuons .
In January 1997, Hill Country received Medicare’ s permission to take an addxuonal two years
before deposxtmg over $100,000 due its plan You should be. aware that one reason Hill ‘
Country adopted this plan was because it was told by its third party admmlstrator that such use
of employee benefit contrlbuuons was an excellent cash flow tool for the agency”. '
|
In Ms. Berek’s January 17, 1996 letter she left open the pOSSlbﬂlty that HCFA would
take action to change the Medicare regulations which permitted this practice, but believed that
‘such changes would need to be carefully considered. We pointed out in our June 1996 letter
that it is quite common for the federal ‘government to separately fund fringe benefits for
contractors who perform work for it. In general, these arrangements are goveme_d by the
Service Contract Act of 1965 ("SCA"), which sets standards for minimum compensation of
" such employees and also provides for safety and health protection. One provision of the SCA
provxdes for a ninety-day deadline for employers to depo‘;lt government—relmbursed pension’

k

2
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and health and welfare contributions (SCA §4.175(d)(1)). This ninety day limit appears to be
based on the fact that SCA-covered employers have entered into exclusive contracts with the
Federal Government and are receiving employee pension funds from the Federal Govemmem
rather than making the pension conmbuuons from thelr own funds.

Although HCFA ‘payments are not sub_]cct to the SCA, the rationale for similar

[treatment is apparent. As we understand it, when HCFA contracts with HHAs, HCFA is

~ acting in.a similar capacity to those government agencies whose contracts are governed by the
SCA,; the government has an exclusive, guaranteed arrangement with the HHAs, under which
the HHAs receive government funds which are specifically intended to pay for employee
pension, health and other employee benefits. I am aware of no reason why HHASs should be

~ allowed to hold these fiinds longer than other employers who contract with agencies of the
Federal Government. :

PWBA’s serious concern with employer delay in depositing contributions led to our
amending the Department of Labor’s plan asset regulation last year. 61 FR 41220. This
amendment significantly shortened the time period during which employers could retain
participant ‘contributions to employee benefit plans by requiring employers to forward such-
contributions as soon as possible, but in no event later than 15 business days after the month in
which the contributions were withheld. In amending this regulation, PWBA emphasized that

- this new rule “enhances the security of employee benefits”. 61 FR at 41223. We noted that
“[d]elays in the transmittal of these funds into a trust result in lost earnings to the participant”,
and that the revised regulation “will reduce the likelihood that some participant contributions.
will be lost in bankruptcy proceedings by being placed in trust sooner, which will put these
contributions out of reach of the sponsor’s creditors . . .” 61 FR at 41229-30. Given that the
Department of Labor, the Internal Revenue Serv1cc and the Serwce ‘Contract Act all appear to
agree that asking employers in certain circumstances to deposit pension contributions in'a -
shorter time frame is a legitimate use of regulatory power to protect employee’s pension and
health benefits, it does not seem discriminatory to require the same of HHAs. .

, I ﬁr%nly believe ﬂxﬁt wofkers for HHAs should receive the maximum possible protection
and am committed to working with HCFA to achieve this goal. Please feel free to contact me
directly at.(202)219-8233 or Deputy Assistant Secretary Lebowitz at (202)219-9048.

Cod
:

! Sincerely,

Qlinne B
T

Olena Bcrg

Enclosure
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" Mr. Thomas Hoyer

Director of the Office of Chronic Care and Insurance Policy
Health Care Finance Administration

Mail Stop C4-02-16 ,

7500 Security Bivd. "~~~

Baltimore, MD 21244-1850

Ms Linda Ruiz ‘
Director of the Office of Bcneﬁt Integrity
Health Care Finance Administration
Mail Stop S3-01-17

7500 Security Bivd.

Baltimore, MD 21244-1850

Ms. Stephanie Crowley

Director of the Bureau of Policy Development
Health Care Finance Administration

Mail Stop $3-01-17

7500 Security Blvd.

Baltimore, MD 21244-1850



! ) ,
83*&3-97,01308PM . FROM PWBA ODAS DOL - - T0 ASST. SECRETARY  PO06

? B
H .

- U.S. Depéftment of Labor .~ Penswon and Wetlare Benef:ts Agministranon
i ' Washtinglon. DC 20210 '

- JUN 187183

Ms. Judith Berek
Assistant to Admlnlstrator for Fraud and Abuse
Health Care Finance Adminlstration
. Mail 'Stop C5-16-03 : L C e
. 7500 .Security Blvd. Lo A , .
Baltimore, MD ‘21244e1850 ' : S .

~ Dear Ms Berek

, Thank you for your response to my letter, in whzch the Department
of Labor (DOL) proposed measures to lessen the danger of misuse
‘of the Health Care Finance Administration (HCFA) funds earmarked.
for employee benefit pension plans. We are in agreement that it
- is unacceptable to shift costs between related entities.
unconnected to the delivery of HCFA reimbursable services for the
purpose of 1ncreaslng the organlzatlon g8 profit from Medicare
reimbursement. As you said in your letter, a party. profitlng

- from such cost-shifting could be gullty of "the commission of
Medlcare program abuse or fraud." S

Based on your- letter, we plan to meet soon with representatlves
of the stock valuation firm of Houlihan, Lokey, Howard and Zukin
(Houlihan). As you know, Houlihan has done valuations of
employee stock ownership plans (ESOPs) sponsored by Home Health
. Adminigtrations (HHAs) in which it has attributed value, on a '
dollar for dollar basis, to the HHA‘s ablllty to deliver HCFA
reimbursable services for less than thé maximum permissible
amounts; this valuation is premised on the belief that a
purchasing provider could shift costs to the HHA in ¥He amount

- .that the HHA is under the reimbursement limit. We intend to
~1nform them of your and our view that such cost shifting is
‘1mpermisszb1e unless the shifted costs are necessarlly incurred
in the provision of the reinmbursable service. Thus, by
 attr1but1ng value, on a dollar for dollar bas;s, to the
‘difference between the maximum permissible charge and the actual
cost of the service, Houlihan, we believe, has inflated the value
of the employer’s stock. As a result, at least one ESOP, which .
-bought employer securities at a. price determined by such a
valuation, overpaid for the: stock ‘it bought. In the Department s
view, such an overpayment is .a vioclation of the Employee’
Retirement Income Security Act of 1974 (ERISA). We intend to
make this position known not ‘only to Houlihan,' but also to any -
other appraisal firms which we determine has used similar
methodologies, and to fiduciaries of any. ESOPS which may ‘have
purchased stock at an inflated price due to such valuations.

Wgrking f(Jr_' Americ.gis; Wfr)rkforcé‘i
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The second issue we raised in our letter to you concerned the
threat to employee pensions that arises from the ability of HHAs
‘to delay placing HCFA pension reimbursements into employee
benefit trust funds for as long as 20-1/2 months after payment of
the money to the employer by HCFA. You left open the possibility
that HCFA might take action to change the Medicare regulations
which perxrmitted this practice, but believed that such changes
would need to be carefully considered. We agree with the need
for careful consideration and would like to direct your attention
to additional factors which, in our view, support such a change

Ag you‘know, it 15 qulte common for the Federal Government to
separately fund fringe benefits for contractors who perform work
for it. In general, these arrangements are governed by the
Service Contract Act of 1965 (“SCA"), which sets standards for
minimum compensation of such employees, and also provides for
safety and health protection. One provision of the SCA provides
for a 90-day deadline for employers to deposit government-
reimbursed pension and health and welfare contributions (SCA
§4.175(d) (1)) . This 90-day limit appears to be based on the fact
that SCA-covered employers have entered into contracts with the
Federal Government and are receiving employee penszon funds from
the Federal Government rather than making the pension :
ccntrlbutlons from thelr own funds.

Although.HCFAvpayments are not subject to the SCA, the raticnale
for similar treatment is apparent. As we understand it, when
HCFA contracts with HHAs, HCFA is functioning similar to those
government agencies whose contracts are governed by the SCA; the
government has a guaranteed arrangement with the HHAs, under
which the HHAs receive government funds as services are rendered
which are specifically intended to pay for employee pension
contributions. I am aware of no reason why HHAs should be
allowed to hold these funds longer than other employers who
contract with agencies of the Federal Government. —_
You expressed a concern that employers who are reimbursed through
Medicare might find it "discriminatory" were HCFA to promulgate’
such a rule, since under the Internal Revenue Code employers who
do not contract with the government for emplpyee fringe benefits .
are allowed, for deduction purposes, 8-1/2 months after the end
of the plan year to deposit such contributions. However, we
- believe the fact that Medicare-reimbursed employers receive
- specified amounts earmarked for fringe benefits makes them more
like those employers who are subject to the SCA than those who
pay fringe benefits from their own general assets. Finally, were
HCFA to change its rule to conform with SCA practice, there is no
'reason to think IRS would consider the change "discriminatory",
as its anti-discrimination regulations only apply to plans which
distinguish between highly-compensated employees and others.
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I hope this additional information will be useful to you as. you

consider whether to change your regulations in a way which would
result in greater protection for workers who are participants in
HHA- sponsored employee benefit plans :

We remain ready to work with you and your staff or to discuss .
these issues further. Feel free to contact me at 202-219-9048 or

- Sherwin Kaplan, Deputy Associate Solicitor for Plan Benefits
Security at 202 219-8634. .

cc:

Sincerely,

2y
kd—éé' /€1r~\
ALAN D. LEBOWITZ

Deputy Assistant Secretary
for Program Operations

Mr. Thomas Hoyer ‘
Director of the Office of Chronic Care and Insurance Pollcy
Health Care Finance Administration

‘Mail Stop C4-02-16
~7500 Security Blvd.

Baltimore, MD 21244-1850 .

‘Ms. Llnda Ruiz
Director of the Office of Benefit Integrlty

Health Care Finance Administration

,Mall Stop 83-01-17

7500 Security Blvd.
Baltimore, MD 21244-1850

Ms Stephan;e Crowley
Director of the Bureau of Policy Development

"Health Care Finance‘A&m1nistratxon

Mail Stop S3-01-17
7500 Security Blvd. -
Baltimore, MD 21244- -1850
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'CONCERNS ABOUT MEDICARE HOME HEALTH COPAYMENT - () PW

PROPOSAL

. Adds a new $5 payment per Part B home health visit for beneficiaries, with an annual
limit on the copayments equal to the hospital deductible ($760 in 1997) This provision
is intended to reduce unnecessary utilization.

CONCERNS
. Unhkely to change utilization significantly. Because over three-fourths of Medicare
beneficiaries have Medigap or Medicaid, the provision would neither substantlally reduce

utilization of services nor decrease overall spendmg on home care.

. Severe impact on low-income. For the 15 percent of beneﬁmanes w1thout coverage,
these costs may be excessive.

- Over 60 percent of Medicare’s home health users without Medigap have incomes
below $10,000. Fully 87 percent have incomes below $20,000.

-‘, - Poor home health users w1th0ut Medlgap protectlon are more hkely to have more .
- than 150 visits per year than less.

. Unfunded mandate to states. Because Medicaid covers cost sharing for about 6 million

Medicare beneficiaries, its spending would increase as a result of this provision. CBO
estimates that state costs could rise by $900 million over 5 years. :

June 30, 1997



, ;CONCERNS ABOUT RAISING THE MEDICARE ELIGIBILITY AGE

PROPOSAL

. Extend the ehg1b1hty age for Medicare from 65 years old to 67 years old. This provision
would be phased in one month at time, so that it would be fully implemented in the year
. 2027. The goal is to extend the life of the Medicare Trust Fund

CONCERNS

. Different t‘han Social Security. ‘Social Security gives people vého retire before
eligibility a portion of their benefits, so that postponing eligibility age has less of an
impact. Medicare gives nothmg to early retirees.

. Would increase the number of uninsured.

Mahy 65 to 67 year olds have low-income. In 1997, an estimated 525,000 Medicare
beneficiaries aged 65 to 67 have neither Medicare nor Medigap and income is below
$25,000. Another 1.2 million beneficiaries have similar income but purchase Medigap.

If the Medicare eligibility age were raised to 67, these Medicare beneficiaries will likely
be unable to afford insurance. This could increase the number of uninsured Americans by
1.75 million, or 5 percent, according to a preliminary Urban Institute analysis.

Few affordable alternatives. Today, 60 to 64 year olds rely the most on the individual
insurance market. In this market, insurers may consider health and age in setting
premiums, making it more expensive than group coverage. For the 65 to 67 year olds,
this insurance may be prohibitively expensive. x

Retiree coverage is shrinking. Between 1993 and 1995, the proportion of employers
offering coverage for early retirees dropped by 10%. - This means that fewer of the 65 to
67 year olds wamng for Medicare ehglblllty will have cmployer coverage

. No policies to address access problem. The Senate bill contains no provisions that
would assist people waiting longer for Medicare to find affordable health coverage.

June 30, 1997
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' COMPARISON OF THE ADMINISTRATION OF
THE HIGH-INCOME PREMIUM

| PROVISION

SENATE BILL ADMINISTERED
" BY HHs*

SENATE BILL ADMINISTERED
BY TREASURY*

Who Administers

Health & Human Services (HHS),
Social Security Administration
(SSA), & Treasury

Treasury

Savings

$3.9 billion (assumes loss of over
50% of savings in the first 5 years)

" $8 to 9 billion (assumes

traditional compliance rates)

Administlrative
Costs

$30 to 50 million per year

$5 to 10 million per year

How Eligible -
Beneficiaries Are
Identified

HHS identifies beneficiaries by:
(1) Getting income from the latest

reviewed Treasury tax data, which
is 2-3 years old (e.g., 1995 for
1998)

(2) Sending notices to at least 3
million beneficiaries to ask if this
past income is what they will
receive in the next year and
require them to respond in writing
in 30 days Note: Sharing
income data across agencies
raises significant privacy
concerns

Beneficiaries report their income,
reference a schedule, and add
the extra premium to the bottom
line of their tax return

How Premiums
Are Collected

Assumes that extra premium is
subtracted from monthly Social

| Security check after HHS sends to

SSA their éstimate of who gets
how much taken out of their
checks '

See above

Reconciling
Income

To ensure that the right amount of
premium was assessed, Treasury
would send the actual income
from reviewed tax data to HHS.
However, because this would be
done retrospectively this would
take 2-3 years (e.g., 2001
correction for 1998 mistake)

Since income is not projected but
is the actual reported income, no
reconciliation is required.

* This policy assumes the Senate policy which phases in 100% of the premium for beneficiaries with
incomes between $50,000 and $100,000 for singles, $75,000 and $125,000 for couples. The

Administration opposed the Senate's 100% phase out, admlnlstratlon through HHS/SSA, and lack of
indexing of the income thresholds.




The Senate s Medlcare ngh Income Premium Policy
: Concerns :

Duplicates bureaucracy. Today, the Treasury Department is the only Federal
agency that has the income information needed to collect a high-income
premium. HHS or SSA would either have to collect their own income

information, like a second tax return, or borrow the Treasury income information.
In either case, a large, new bureaucracy, with hundreds of new workers, would
be needed to duplicate the Treasury structure. This could cost $30 to $50 million
per year — many times more than it would cost if administered through Treasury.

~ Errors likely. HHS cannot easily identify who should be paying the extra
premium. It would base its identification of these people on 3-year old income
‘information received from the Treasury. One in four seniors who are above the

~ income thresholds fall below them three years later, mostly because they have

been working but have since retired. Others may have died or have spouses-
that have died, changing the amount that they owe. Benéficiaries have a 30-day
window to mail in any corrections, but this may be too short of a tlme period and
could be difficult to understand or process for some seniors.

Collections difficult. Collecting this extra premium is not as simple as reducing
beneficiaries' Social Security checks. Three agencies — HHS, SSA, and
Treasury — would have to coordinate information to ensure that the right
premium is collected. This not only raises major privacy concerns, but is
inefficient. The right amount of the premium won’t be known for years, since it
~ takes time for Treasury to review tax returns, HHS to match the actual income
‘with that used to determine the premium, and SSA to collect any over- or under-
estimate. Recouping the extra premium years later creates bureaucratic
challenges — HHS would need practices like a collections agency — as well as
- hardship for beneficiaries. Since most beneficiaries’ incomes will decline as they
age, beneficiaries will be paying no extra premium when they can afford it and
more when they can afford it less.

Major loss of revenue. A consequence of this administrative complexity is the
~ loss of the premium revenue from the policy. Cost estimators at CBO and OMB
assume that more than half of the potential revenue will be lost due to problems
in administration. In contrast, only a small percent will be lost if administered by
the Treasury, which already has most of the administrative structures in place.

Loss of healthier, wealthier beneficiaries. Totally phasing out the premium

" could cause long-run problems for Medicare. Faced with a large, extra premium,
the healthiest beneficiaries have a strong incentive to leave Medicare. Itis likely
that an insurance market will develop that can offer Part B services at a lower
price — especially since Medicare spends, on average, 15 percent less for high-
income beneficiaries than for all beneficiaries. HHS Actuaries assume that about
half a million healthy, wealthier beneficiaries would leave Medicare if the

- premium rose to 100 percent. The loss of these beneficiaries not only means
less premium revenue but could raise the cost of Medicare for those who remain.



The Senate’s Medicare ngh Income Premlum Policy
How It Would Work

Senate Pollcy The Senate bill increases the Medicare Part B prermum for hlgh-
mcome beneﬂmanes frorn 25 to 100 percent of Part B costs |

Sing/e‘beneficiaﬁes: Begins at $50,000 with full payment at $100,000

Couple: ~ Begins at $75,000 with full payment at $125,000
- v _ V .

: Maximum Extra Premium in 2002 .

~ Single beneficiaries: About $200 per month, $2,400 per year

Coupie : About $400 per month, $4 800 peryear: -

This premlum increase would be administered by Health and Human Services (HHS) or
Somal Secunty (SSA)

How it Would Work.

e ‘Befdré the beginning of each year, the Treasury Department will send the latest
available, reviewed tax information to HHS. For 1998, this would be 1995
income, for example. :

« HHS will then send notices to beneficiaries who appear to be eligible to ask if this
income from the older tax returns is accurate for the coming year. Beneficiaries
will have 30 days to respond.

- After mcorporatmg any mailed-in changes, HHS will send this income mformatlon
' to SSA, which will deduct any extra premium from Social Secunty checks (or
HHS sets up its own collections and billing process) .

. At the end of the year, HHS will use the Treasury tax information to check actual
income against income used to assess the premium. For 1998, this actual
income information will be available in the summer of 2000. |

. HHS will increase or decrease the next year's premiums based on the previous
year's error -- plus interest. If the beneficiary had died, the surviving spouse or
estate will have to pay the premium owed. For a beneficiaries whose income
was understated in 1998, an extra amount will be taken out of their 2001 Social
Security check.
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. . File Howee Heats,

- CONCERNS ABOUT MEDICARE HOME HEALTH COPAYMENT - - '
PROPOSAL " N - IE§
. Adds a new $5 payment per Part B home health visit for beneficiaries, with an annual

limit on the copayments equal to the hospital deductible ($760 in 1997) This provision
1s 1ntended to reduce unnecessary utilization.

 CONCERNS - [ | >

¢ Unlikely to change utilization significantly. Because over three-fourths of Medicare
beneficiaries have Medigap or Medicaid, the provision would neither substantially reduce
utiliZation of services nor decrease overall spending on home care.

. Severe 1mpact on low-lncome For the 15 percent of beneﬁmanes without coverage,
these costs may be excesswe :

- Over 60‘percent of Medicare’s home health users without Medigap have incomes
below $10,000. Fully 87 percent have incomes below $20,000.

‘- . Poor home health users w1thout Medlgap protection are more llkely to have more
~ than 150 visits per year than less. :

. Unfunded mandate to states. Because Medicaid covers cost sharing for about 6 million .

Medicare beneficiaries, its spending would increase as a result of this provision. CBO
. estimates that state costs could rise by $900 million over 5 years. '

June 30, 1997
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- IMPACT OF THE SENATE FINANCE HOME HEALTH COPAY

The Finance Comrmittee Chairman’s ma.rk would unposc a Part B home health copayment of $5
per Vvisit, capped at an amount cqual 10 the annual hospltal deductlble :

The Adm1rustrat10n is concerned that a copayment could lmut beneﬁCIary access to the home
health benefit. Medicare beneficiaries already spend a significant portion of family income on
out-of-pocket health care expenses. A home health copayment would disproportionately affect
poorer beneﬁcmnes, who }spend an even greater proportion of their income on health care. '

Imposing a home health copay is not necessary.to balancc the budget. Any further consideration
of this policy should be part of a bipartisan process to address the long-term financing challcnges :
‘facmg Medlca:e

Home Health users are particularly at risk:'

Home health users have ouf -of-pocket expenditures much higher thari the overall Medicare
population.  This is not surprising since these home health users are poorer, less healthy, older,
~.and more hkely to 11ve alone :

.« Porty-three percent of home health users have incomes below $1 0,000, while only 30% :
of all Medicare beneficiaries have incomes this low. On average; beneficiaries in this -
income rarige spend 25 percent of their income on out-of-pockct health care costs.

. Homc health users are Ihree times as likely as othér Medmare beneficiaries to have
difficulty performing two or more activities of daily living, and more than twice as likely
to report that they are in poor health. Disabled beneficiaries are more likely to have long
episédes of home health use, 50 they WOuld be Iikely to incur larger copayments. |

o One quartcr of home health users are over 85 -- this is more than twice the proportlon for
the whole Medicare population. Over two-thirds are women, and one third live alone. -
Beneficiaries with these characteristics are less likely than other Medicare beneficiaries to
have sources of informal care, and they are more likely to enter 2 nursing home. Home
health may provide them with the care that they need to stay in their homes o

A home health copay would create gddltxonal costs_for states; .

Medicaid pays coinsurance and deductibles for some low-income Medicare beneficiaries (€.g.
Qualified Medicare Beneficiaries). Consequently, a copayment on Medicare home health
services would increase federal and state Medicaid expenditures, CBO estimates that thé
additional state and local cost of the home health copay would be $500 million over § years.



Characteristi'cs of Medicare HomeHe.aI‘th Users
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' Understandlng the Growthin
Medicare’s Home Health Expenditures

- Executive Summary |- X
. ‘ | v
|
|

Medlcare s home health benef t has become an integral part of the current effort to slow
the growth in Medicare spending, ease the financial pressures on the Medicare hospital
insurance: trust fund, and balance the federal budget Funded almost exclusively out of the
Medicare Hospital Insurance Trust Fund, the home health benefit is one of the fastest growing

~components of the Medicare program, experiencing annual average increases of more than 28
percent per beneficiary in the period between 1990 and 1996'. }Durnng this same period of time,
expenditures for home health services have more than doubled as a share of the total Medicare
budget, making home health a highly w3|ble target in.the current debate over Medlcare '
spendlng | :

: : : | ‘

This study was undertaken to analyze factors that drive the growth in Medicare spending
and to assess the characteristics of elderly and disabled benef iciaries who receive Medicare-
covered home health services. The study examines how changes in law, administrative policy -
and judicial decisions affected utilization of home health services, the supply of home health

~agencies, and the growth in Medicare home health expendttures The study aiso analyzes ,
- survey and claims data to assess the characteristics of beneﬁcnarles who receive services and to
identify factors that are associated with high levels of home health utilization and expenditures.
Key Findings '

Characteristics of Beneficiaries Who Use Home H%aalth Services
)
, . The Medicare home health population includes beneficiaries who are among the sxckest
and most functionally impaired segments of the Medicare populauon They are relatively old
and poor, predominantly female, and more likely to live alone. In 1994, one quarter (25 percent)
were ages 85 or older. More than two thirds (69 percent) had incomes below $15 000. Two
thtrds (68 percent) were female. One third (33 percent) lived alone.

Addxttonally, home health users are more Inkely to percenve their own health as poor and

- are more likely to have much higher levels of physical impairment than Medicare beneficiaries

riot using home health services. In 1994, more than half of all home health users (58 percent)
perceived their health status to be fair or poor, compared to’26 percent of beneficiaries who did

" not receive home health services. Nearly three quarters of all home health users (73 percent)

had one or more limitations in activities of daily living (ADL)/and nearly half (47 percent) had 3 or ‘

‘more ADL limitations, compared to 31.percent and 12 percent respectively among those who did

not utilize home health services.’

; L . [

‘Kor_hisar H. etal, Medicare Chart Book, The Henfy‘J. Kaiser Family Foundation, 1997.
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- Medicare beneficiaries who receive home health services are more likely to use the -.
health care system extensively and thus incur overall Medicare costs that are substantially’
higher than beneﬂcranes who do not receive home health care. In-1994, on average, Medicare
costs for home health users were more than 5-times greater than Medicare costs for

beneficiaries who did not recerve home heailth care ($1 5,321 and $2, 723 respectively rn 1994).
tl .

i
;',

Three Drstmct Groups of Beneﬁcranes Who Receive Home Health Care

Medlcare S, home health populatron mcludes three drstmct patient groups: (1) patlents
requiring post‘acute care; (2) persistently ill patlents with serious and complex medlcal
condltrons (3) chronrcal!y -ill patients with tong-term care needs.

in 1994,{one third (34 percent) of all home health users were provsded care rmmedlately
after they were. drscharged from the hospital. These beneficiaries typically have one hospital
stay of average, duratnon over the course of a year. This “post-acute” group most closely
resembles the acutely ill population for whom the benefit was originally conceived and generally-
served through | the late 1980s. In 1994, this group accounted-for 22.5 percent of home heaith

expenditures,. recerved 47 visits on average; wrth average Medicare home health expendrtures
of $2 857 per benet’ iciary in 1994, , o

" Another thtrd (33 percent) of the Medrcare home health populatlon included. beneficiaries

who were senously ill, with higher levels of hosprtal and home health service use. About half of
this group also used skmed nursing facility services within the same year.. ‘Beneficiaries in this
*medically compztex group were-more likely than other home health users to have severe.
functional rmparrments were more likely to perceive their health as fair or poor, and were more
likely to have had extensive inpatient hospital care. In 1994, beneficiaries with “medically- -
complex” needs*accounted for nearly 42.5 percent of all home heaith expenditures, received an

“average of 91 home health visi ts with average Medicare home health expenditures of $5,736
per beneficiary. t

t

The remamlng third (33 percent) of the Medrcare home.health populatron in 1994 rehed
on Medtcare s home health benefits to help meet their long-term care needs. These .
beneficiaries had high levels of functional impairments, but appeared to be medically-stable.
They had nenther hospital nor skilled nursing facility (SNF) care and fewer than the average
.number of physrcran visits within the year. When compared to other-home health users,
beneficiaries in the “long-term care” group were more likely to fall within the lowest income levels
and to live alone In 1994, the long-term care group accounted for 35 percent. of home health
expenditures, recewed about 81 vrsrts with average Medrcare home health expendltures of
$4.671 per benef'crary :

. L

High Uti)lizers: Rising Costs for Beneﬁciaries Who Receive 200 or More Visits .

This study also examines the charactenst cs of Medicare beneficiaries who received
‘more than 200 vrs&ts within a year because they account for a small but growing share of the
Medicare home Ihealth populataon and a drsproportlonate share of Medrcare home health

—
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expendltures In 1991, only 4 percent of all home health users recelved 200 or more visits and
accounted for 19 percent of total home health expenditures. By ;1 994, 10 percent of Medicare's
home health popuIatlon received 200 or more visits, and accounted for 43 percent of total
Medicare home health expendltures S \

Persons who recelve, 200 or more home health visits are}‘more likely to have medically-
. complex needs and require extensive hospital.care and multiple|episodes of home health care
within a year. These “high utilizers” are more likely than other home health recipients to have
severe functional impairments. They are more likely to be Afrlcan American, more likely to be
from the South, and more likely than other home health users to receive their care from a for-
profit home health agency. In 1994, on average, they received 323 home health visits with
average Medicare home health expenditures of $18,435 per benefi iciary.

For-Profit Agency Use Leads to Higher Expendltures

Finally, we found that care provided by for-profit home health agencies increases the
average annual cost of Medicare home health services. In 1994 the average home. health cost
per beneficiary ($4,442 in 1994) was $1,064 higher for those recelvmg care from for-profit home
‘health agencies. This additional amount was the net increase |n Medicare home health costs for
patients served by proprietary agencies, after controlling for the characteristics of beneficiaries
that should be linked to their need for home health services. In 1994, the higher per patient cost
of beneficiaries who received services from a for-profit agency|added more than $1 billion to
overall Medicare home health expenditures that cannot be explained by other factors. -

|

Implications of Results ' o

As policymakers look toward the home health benefit as a source of potential Medicare
savings, this study provides new information to explain factors that drive home health
expenditures and describes the characteristics of Medicare benef iciaries who use-home health
services. These findings provide new evidence to assess the implications of potentlal policy
changes in the structure of Medicare's home health benefit.

N

"~ Clearly, Medicare home health coverage is no longer 1simply the short-term post-acute
benefit that it was originally intended to be. Only a third of a|I beneficiaries who receive home -
health services received their care immediately following a hosplta| discharge. The remaining .
two thirds either rely on Medicare's home heaith benefit for relatlvely extensive support related to
their more complex and ongoing medical problems, or they u’se Medicare's home health benefit
to help meet their long-term care needs. This study supports the growing body of evidence
confirming the emerging role of Medicare's home health benef't as a safety net for elderly .
beneficiaries with long-term care needs and further dlfferentlates the acutely ill patients needing
short-term acute post hospital care from those who are senously ill and requiring on-going home
health services. . o | ,

|
Efforts to pare back the Medicare home health beneﬁt to short-term post acute-care
would. clearly impact some of the most vulnerable segments of the Medicare population who
either-have complex medical problems or S|gn|f'cant Iong term care needs. While such a move

1
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would return the bene?“ tto lts original mtent it could a)so ieave sngmf icant gaps in coverage for.
Medrcare s oldest and most frarl benef cranes

leewrse rmposmg copayments on benef ciaries would drsproportlonately impact the
near poor who do not qualify for Medicaid but are unable to afford a private supplemental
Medigap pohcy Such-low-income beneficiaries may refuse home health services in the face of
potentlally unaffordable co-msurance requrrements with uncertain effects on patrent outcomes

Moreover the |mposmon of copaym‘ents would be unlikely to deter utilization among the
majority of home heaith users. For the poorest Medicare beneficiaries who are also eligible for

- Medicaid, a new coinsurance would be unlikely to discourage utilization since the costs would be

passed on to Medlcald For the majority of beneficiaries who have private i insurance that ‘
finances Meducare s coinsurance, a new coinsurance on home health services would be unlikely
to impact utrlrzatlon It would, however, result in higher Medigap premiums when health i insurers
pass the addmonal cost of the coinsurance on to benef‘ iciaries.

Fmanyﬁrwe found substant:any hlgher costs assocnated thh the delivery of home health
care by for-prof t agencies — $1 billion in 1994 _This higher cost attributable to for-profit
- agencies cannot be explained by the health or functional status of the people they serve.
Beneficiaries who turn to for-profit agencies.for their care are likely to receive more visits than
- they would if served by a non-profit or government agency. Additional government oversight

and momtonnggof care delivered by for-prof‘ it agencies offers promise as a potential source of
Medicare savings. .

i
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Understandmg the Growth in
Medlcare s Home Health Expendltures

Overview B - | | :

Medlcare s home health benefit has become a key component in the current effort to
slow the growth in Medicare spendmg, ease the financial pressures on the Medicare Hospital
lnsurance Trust Fund, and balance the federal budget. Funded almost exclusively out of the
Medicare Hospital Insurance Trust Fund, the home health benef tis one: of the fastest growing
components of the Medicare program, expenencmg annual average increases of more than 28
percent per beneficiary between 1991 and 19962 During this s;me time period, expendntures
for home health services have more than doubléd: as va share of the total Medicare budget,
making home heaith a more‘ visible target in the current debate|over Medicare spending.

Tﬁis study was undertaken to analyze factors that drive ‘the growth in Medicare spending
and to assess the characteristics of elderly and disabled beneficiaries who receive Medicare-

covered home health services. The study examines how char\'ges in law, regulation, ‘
.administrotive ‘policy and judicial decisions have affected patter}hs of care, the supply of home
health agencies, and the growth in home health expenditures c)iver time. The study also
analyzes survey and claims data to assess the characteristics of beneficiaries who receive
services and to identify factors that are assomated with high levels of home health ut;ltzatxon and
expendltures I

i
|
Background i

Medicare’s home health benefit was originally concewed as a short-term, post-acute '
service designed to help benefi marres recover following an mpauent hospital stay. Home heaith

- services were covered primarily under Part A with no—cost-shamng requirements. Beneficiaries

who had inpatient hospital stays of a minimum of three dayé w|ere eligible for up to 100 home

health visits per spell of illness. Beneficiaries were also entitled to 'horﬁe health benefits under

? Komisar H. et al., The Medicare Chart Book, The Henry J. Kaiser Family Foundation, 1997.
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-Medicare Part B without a prior hosprtalrzatlon requirement, however the Part B benefit could

- only be used after Part A benefi ts were exhausted. Part B home health services were subject to

a coinsurance. 12 :

)t
’l

To6 be elrgrble for benefits, an mdlwdual had to be under the care of a physician, confined .

- toa home in need of skilled nursnng or ekllled physical or speech therapy and expected to show

:mprovement as a dnrect result of servnces rendered Serv ices were covered only if needed and

: provnded ona part-trme or intermittent basrs Home health coverage cntena explrcrtly excluded :

custodial, non- remedlal care for patrents who were uhllkely to rmprove as a direct result of therr :

‘ treatment (i.e. ’long-tem't health care for the chromcally ii). Home health agencres were paid
then as they are today, on a cost-rermbursernent basrs subject to llmrts
sl ‘ o L

Through the 1970 s, the home health mdustry was large!y dommated by publlc '
: voluntary, nonprof t agencies including tradtt onal commumty nursing programs run by state,
C_OUf?tY: and local heaith departmentsv and by the larger Visiting Nurse Assgociations. In 1972,
Congress repe{aled the Medicare cos’t—sharing requirements for home health visits under Part B
as part ofa broader bill that expanded Medicare coverage to non-elderly individuals who were .
permanently drsabled or had end stage renal dlsease Despite this change expendltures for
home health grew relatlvely slowly during thls penod of time.

,l.
s"

Begrnmng in'the early 1980 s, home. health expendltures started to chmb as basic
changes to the Medicare home health benet“ t were enacted. Figure 1 presents a brief

chronology of the key legrslatrve adrnmnstratrve and judlmal events that underlie the program

changes that have lead to the tremendous growth in home health utilization and spendlng since.

i
1980 R

N
ll.

The Ol;nmbus Budget Reconcrl at;on Act of 1980 (OBRA) repealed the 3~day pnor '
hosprtalnzatlon requnrement and ellmlnated the 100-day limit on the number of covered home
heaith visits. The elimination of the 3~day hosprtal stay broadened the potentlal range of
persons ellglble for home health services and the removal of the 100-visit limit created an
opportunity for higher levels of home health service use. The 1980 law also perrmtted ’

"
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proprietary:agenoies to become Medicare-certified and provide Medicare-covered home heaith
services. -

B
3

|

In 1983, the Congress enacted the Medicare Prospective Payment System (PPS) for

inpatient services to control the growth in hospital spending. The new payment system created

incentives, for hospitals to discharge Medicare patients earlier in‘their recovery period and to

substitute'home health and other post-acute services for care p'rovided in a hospital setting. As

an apparent result of the new payment systems, hospltals began discharging pat|ents with

greater need for complex medical care at home, rather than keeplng them in the hospital for

longer periods of time.?

1980
1983
1984

1988

1989.

YEAR

Figure 1: Chronology of Key Events Affectmg Medicare’s
Home Health Benefit, 1980- 1990

LEGISLATIVE, ADMINISTRATIVE, AND JUDICIAL REFORMS

The Omnibus Budget Reconciliation Act (OBRA) abolished the three-day prior
hospitalization requlrement eliminated the 100-visit limit, and removed the $100 deductible
for home care services. In addition, OBRA permitted for-pr?ﬁt home health agencies to

become Medicare-certified providers.

Enactment of Medicare Prospective Payment System for xnpatlent hospltal care that reduced

 the average length of inpatient hospital stays.

|
The Administration imposed restrictions on home health co‘verage through instructions to
fiscal intermediaries. The new guidelines clarified that home health services would be .
covered only if the individual required “part-time and mtermlttent care and was homebound.

‘ Duggan v. Bowen court ruling required the Health Care Financing Administration to modlfy

and clarify home health coverage rules.

In reaction to Duggan v. Bowen, the Health Care Financ’:in_«i;; Administration modified its
interpretation of - "part-time and intermittent care” to "part-time or intermittent”, clarified.its
definition of homebound and relaxed its clinical criteria go?/erning home health eligibility.

[

‘Beginning in the early 1_980'5, the Health Care Financi':ing Administration (HCFA) began to

'

restrict access to Medicare-covered home health services th'rough a series of administrative

instructions to fiscal intermediaries. In 1984, HCFA prodded intermediaries to intensify their

|

3United States General Accounting Office, Information Requirements for Evaluating the Impacts of
Medicare's Prospective-Payment on Post-Hospital Long Term CareJSerwces Prehmmarv Report

(GAO/PEMD 85-8), Washlngton DC , February, 1985.
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review of home health claims, in response to allegations that Medicare was reimbursing

agencies for ﬂlncovered services with the liberalization of coverage permitted by OBRA 80. Asa
result of this effort there was a significant increase in the number of retrospective denials of
payments to home health agencres for home health care that had been provided. Actual denials

and the potentra threat of denials are belreved to have constramed utllrzatron and program
expendttures r - .

. l;
i

In response to HCFA’S more restrrctlve interpretation of home health coverage
- throughout thel 1980s, a class-action suit, Duggan V. Bowen, was filed in 1988, challengmg
HCFA's lnterpretat on of the Medicare home health provision. As a result of this case, HCFA
- revised the Medrcare Home Health Agency Manual and the Medicare Intermedrary Manual to
: permit coverage of home health services if the beneﬁmary reqmred part-time_or intermittent
care The new rules also clarified the defi nrtron of homebound and relaxed HCFA's clinical

crrterra governr)ng home- health coverage d
{

1

The chgnges made

to Medicare regulatron and | Figum2

Medlcare Home Health Expendrtures 1980-1 994
polrcy resulted m a huge

surge m home hea'th Home Health émenoimms in Billions '

~ service utrlrzat|o¥n and _ : ’
- spending. Flgure 2 shows o

the rapid rise ln home 10
health expendltures that 8 ‘ rssa Duggan v_ Bowen ruing |
followed the 1988 Duggan § S - o
v. Bowen rullng %and the - 4 A \
subsequent 1989 revisions 2|
to the operation *manuals "o b

'80 '82 ‘383 ‘84 '85 '86 '87 '88 '89 '90 '91 '92 '93 ‘'S4
lssuedtoagencresand S st oo Focin i, Hocrs 3 g St Seopinn, 199,

c

' fiscal intermediaries.

it . t
: . .

4
i
%

‘Unrted States General Accounnng Office, Medrcare Increased D nials of Home Health Claims During .
1986 and 1987, (GAOIHRD—QO -14BR), Washmgton DC January 1990.
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Trends i in Utlhzatlon and Expendltures

The Medncare home heaith benefit has been and contmues to be one of the fastest

growmg components of the Medicare program.: From 1980 —1 990 the average annual growth

. rate for Medicare home health expendltures was 19.8 percent a:nd increased to 36 percent in the
period between 1990 and 1994. Between 1990 and 1994, Medxcare spendxng for home health

services grew from $3 7 btmon o $12.7 bmron rncreasrng from 4 8 percent to 8.6 percent of total

program spending.’

~ Figure 3

Sources of Growth in Med:care
Payments for Home Health Care,
1990-1994 - '

‘ Charges
per Visit

Visits per

O,
~ Persons Served 16.5%

Users per '
' 1,000 Enrollees 13.1%

0% . 5% 10% 15% 20%

Source: Meskh Cure ing Raviww, Medicars and Madimd 1998,

1996.

|

[

Me({jicare spending for home heath

ervrces mcreased dunng this penod of time

| ?because of two key factors: (1) the rise in
both the at})soiute number and in the
| propdrtion!of Medicare beneficiaries
“receiving nome health serv,'ices; and (2) the

increase in the number of horne health visits
per home r!health user (Flgure 3). While cost .

per serwce unit he!ped to drive up ‘

‘ expendltuires for most other Medicare

services, j'it contributed less significantly to
the growth in Medicare home heaith '

‘ spendtng (Table 1)

{
{ ‘
’ Persons served: Between
} 1990 and 1994, the number
. of Medicare beneficiaries who
f received home health
i services increased from 57 to
f 86 per: 1 000 enrollees wuth
| )

i

5I—iealth Care Financing Administration Review, Medzcare and Medzcazd Statistical Suppfement
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‘yr

l an average annual growth rate of 13.1 percent The growth in the number of

| home health users accounts for 38 percent of the increase during this 4-year
iperlod in the specrfed time penod

'W

V|$|ts per user: The average number of visits’ prov1ded to beneficiaries who
. »recelve home health care increased from 36 visits in 1990 to 66 visits in 1994,
T tiwnh an average annual growth rate of 16.5 percent. The growth in the.number of

visits per person-accounts for nearly half (45.2 percent) of the increase in

xlexpendltures over this t|me perlod
*t

: »Charges per visit: Between 1990 and 1994, the average cost per home heaIth
..vrsrt increased from $69.to $83, with an average annual growth rate of 4.8
\percent The increased costiin service units over this period accounted for
approxnmately 16 8 percent of the- increase in home heaIth expenditures.

Betwee\n 1990 and 1994, the average payment per person served |ncreased from

$1, 892 to $3 98|7 a206 percent average annua| rate of growth, reﬂectlng increases in the
number of home health v1snts per user more dlrectly

|
. , '

The Growth in the Number of Medlcare Certlfed Home Health Agencles ,

Between 1980 and 1985, the number of Medlcare certlf ed home health agenC|es more
than quadrupled from 2,949 agencues in 1980 to 9,120 agencies in 1995° The most dramatlc
growth during thls per|od occurred in the number of propnetary (for-profit) home health agencies
--an apparent result of the OBRA 80 change in law that facmtated Medicare certlﬂcatron of for-
proﬁt prowders \ Between 1980 and 1985 for example, the number of for-profit agenc1es
increased from 186 to 1 943 nationwide. Between 1985 and 1995 the number of for-proﬂt
agencres more tihan doubled to 3 951.

| Y .
{or profit agencies represented onIy 6 percent of all Medlcare certified home
health agencres \but by 1995, 43 percent of aII home health agenc1es were propnetary (Table 2).

in 1980,

During this same penod of time, both govemment owned agencres and non- prof t home health

agencres dechned as a share of the total. Between 1980 and 1995, the share of govemment-

owned agencres idechned from 43 percent to. 13 percent and the share of non- proﬂt agencies
declined from 36{

!

$National Associal;tion for Home Care, May 1997.

percent to onIy 14 percent Clearly today, free-standing, propnetary agencies

10
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|
“ represent the largest share of
all home health agencies

serving the Medicare

Figure 4

Dlstnbutlon of Medicare-Certified Home Health
Agencies, 1980-1995

Government/Other CovernmentOther population {Figure 4).

45.0% ~ 15.6% =

V The growth in the

total number of horne health

For-Profit
6.4% Non-Profit |
14.1%

/ Hospital-based .agencies generally, and for-

12.3% L
~ profit agencies more

ﬁon—P:oﬂt Hospital-based
B3I : 271.2% specifically, appears to have
1980 1995 . . '
: contributed directly to the

increases in utilization of -

Nate: vammlmu rolers s oAhar PUBEC AQENCIeS OPATted by & Sale. Sounty, SRy, OF IOCA) Ut Of QUVEMMENt, oF TERItINTENG AQENCMS.

that do not it ons of he maRs categories of
Solrca NILONA A3R0CIEDON Yo Home Cara, May 1”7

" Medicare-covered home

| health services.

Projected Growth in Home Health Expenditures |
Future growth in Medicare home health expenditures le expected to contnnue but the

rate of r‘;ontinuedlgrowth is the subject of some speculation. ?BO projects that for the perlod
between 1996 and 2007, home health expenditures will not continue to grow as a share of
program spending as it has in the past, remammg relatively c}onstant at about'9 percent of total
Med|care spendmg 3

‘However, it is conceivable that home health services fwill' not level off as CBO assumes
and thgt historically high rates of grthh will continue into th§ future. If, for example, home
health expenditures increase on average by 12 percent between now and 2007, rather than 9
pércent as projécted ’by CBO, then home health expenditure:s would grow from 9 perceht of total
program spending to more than 12 percent by 2007. Unden this altematwe projection, Medicare

home health spending would exceed $60 billion in 2007 -- wh|ch is about $17 billion more than

CBO estimated. - ' ' ; '

7 Congressional Budget Office, The Econemic and Budget Outl ook Fuscal Years 1968-2007, Appendix H Medicare’ Prolectxon

January 1997.
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Even! |f the CBO projections turn out to be correct, home health expend:tures will stlll

grow at an average annual rate of more than 11 percent per beneficiary between the years 1996
and 2002 whlch is more than twice the per beneficiary growth rate projected by CBO for hospital
and physrcran services durmg this same penod of txme Home health services are therefore
likely to remaln a focus of Medicare policy drscussrons in the years to come.
o
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Methods and Data Sources
'four years of the Medicare V'
Current Beneficiary. Survey (1991-1994) and their related Medicare claim file€. Univariate and
bivariate'ahalyses are used to proﬂle the beneficiaries who use home health services and to

The present study uses person-level informaﬁon from the

quantify the Ievel of services they use. Multivariate estlmaﬂon techniques were used to
examine factors that determine the quantity of services used and the relatlonshsp of these
factors to Medlcare s home. health expendntures '

~ For the analysis of beneficiaries by the quantity of home health services they received,

beneficiaries were classified into one of four groups: 1-29 visits;|30-99 visits, 100-199 visits and
200 or more visits. This categorization permité an examination of utilization and expenditure
trends and a description of beneficiaries who receive a relativel;ll large number of visits:(ZOO or
more) within a given year. | |
' Modicare beneficiaries were also grouped according to t!heir use of other health care
services (inpatieni hospital and skilled nurSing facility) to derive|a better understanding of their
medical status and home healith needs These health utlllzatton groups help to identify distinct

patterns of semce utlhzatcon that were found toc remain relatlvely constant year after year. Nine
distinct service utilization groups were identified which were ultgmately collapsed back into three
groups for the analysis in this paper. |

i !

Group One (referred to as the post-acute group) mcludes beneficiaries who were.
typically hospttalazed once within the year and received home health services within 15 days of -
discharge from the hospital. Group two (the * med&oally»compléx group) includes beneficiaries

. who useo significantly higher levels of inpatient hospital core ;rl1 conjunction with their home
health care. About half of thé beneﬂciariés in this group were i‘also'admi'ttéd to a skilled nursing

facility (SNF) within the year.. Group three (the “long-term car;e" group) includes medically-

*The database used in this ahalysis excludes Medicare beneﬁciariés erp;olled'in Medicare risk plans for
whom home health and other claims data are not available.

13:
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 stable benef iciaries who received home health care,. but were netther hospitalized nor admitted
‘toa skllled nursmg facmty within the year '
l{ ‘ .

A more detailed dlSCUSSlOﬂ of these groups, whlch we refer to as home health eplsode
groups or HHEGs is lncluded in the Appendlx We believe that these groups may be a useful
tool for gammg a more thorough understandlng of home health beneficiaries’ needs and
variations in x}helr home health utllxzatlon and expenditures. The HHEGs may also be helpful in
constructing za meamngful prospectlve payment system
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Findings ,
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Profile of Medicare Home Health Users A ' ’ II '
Whlle Medicare ‘s home health program was ongmally mt;ended as a short-term post-

acute benefit, it has more recently become a significant source of care for seriously ill
beneficiaries with highly complex’ medlcal needs and for older and disabled beneficiaries with

long-term care needs.

Fxgure 5

Percent of Medicare Home Health

Userjs and Non-Users with Selected
‘ Characteristics, 1994 the sickest and mbst
, functionally.impaired ’

: 1 segments of the Medicare
. } population. They are relatively

|

|

i

health population includes

!
f
O - The Medicare home -
!
} beneficiaries who are among

| B5+

. Female :
' older and poorer,

African American predominantly female, and
more likely to live alone

Below $15,000

compared to other

]
|
" Living Alone ﬂ;‘z‘s’“ }‘ ~ beneficiaries (Table 3). In
| éampoor : 55 8% | 1994, one quarter of all h‘ome
Health Status ) | health users were age 85 or

| 3+ADLs } . older; more than two thirds (69
I - percent) had incomes below

. Medicaid e ] .

‘ 13.2% ~ | $15,000; two thirds (68
0% 20% 0% . &0% 80% f percent) were female; and one

- EmHome Health Users .
CINon-Home Health Users l

| (Figure 5).

third (33 perce'nt) lived alone

" More than half of all home health users (58 percent)!perceived their health status to be

fair or poor, compared to 26 pe‘rcent of beneficiaries who did not receive home health services.
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I'hree quarte:s of all home health users (73 percent) had one or more I|m|tat|ons in activities of
daily I|V|ng (Al;)L) and nearly half (47 percent) had 3 or more ADL limitations, compared to 31
percent and 151 8 percent respectively among those who did not receive home heailth services.
Medicare benef iciaries who receive home health services were more I|ker to use the health
care system extenswely and incurred Medicare costs that were, on average, more than 5-times

~ greater than Medlcare costs for benef iciaries who did not receive home health care ($15,321

and $2, 723 re}spectwely in 1994) The average home health benef iciary in 1994 rece|ved 73
visits annuaIIy¢W|th a mean reimbursement of $4 442.

i

Three Distinci Groups of Beneficiaries Use Home Health Care .

, Medica:r,e’s home health population consists .of the three distinct patient user groups -
(Figure 8): ;! '
-

IE o . o ‘ _' . Post-Acute Home Hea|th Users:
) : ‘ f : The first third of the home health
‘ : ) :

Figure 6 . .
Medlcare Benef iciaries Who Receive population “post-acute” group consists of
Home Health Care, 1994 - beneficiaries who were hospitalized
j“ ‘ during the:year and in most cases
g . received home health services
B! . . , 4
o i)'f immediately after discharge from the"
"Medically- | - : ‘ . .
. Complex” : "Post-Acute” hospital. This group most closely
Home Health Users ~ - Home Health Users . , o o .
33.0% 34.0% resembles the profile of home health

users for whom the benefit was originally
conceived and tended to serve up until

the |afe 1980's (Tables 4a and 4b).

e — .- In 1994, more than half (53
i "Long-Term S » '
i‘i Care" ' ’ percent) of beneficiaries in the “post-
_@iHome Health Users o ‘ ' '

33.0% ' acute” group perceived their health status
o to.be fair or poor. Two thirds (67 percent)

, . reported 1 or more ADL impairments.

Beneficiaries in this group'used more

sy
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physicjian \(isits than beneficiaries in

! Fl ure?
Dlstrlbut|on of Medlgcare Home Health the “medically-complex” or “iong-term
Users and Expenditures, 1994 care” éroup,' while using substantially
less hiaspital care than beneficiaries in
the “medically corn.plex" group. Also,
] in 195?4, beneficiaries in the post-
33% LongTem | . 35 ~ acute group tended to be younger
‘ Heed | and hfad higher incomes than other
A Medicare beneficiaries who receive
% wedcaty | ] hom;e health services.
Need - . - 425% L b o
}~ in 1994, this post-acute group

accounted for one third (34 percent)

Post-Acute
Care -

Care of th?e total Medicare home health

populatlon but only a fifth (22.5

Parcent of . Percem of

Honedicars - Medicare Homs perc;[:ent) of all 1994 home health

Users Expenditures

exp'enditures (Figure 7). The

o , average post-acute home health
beneﬂcrary received 47 visits, with nearly two thirds (64 percent) receiving less than 30 visits per
year, 25 percent receiving between 30-99 visits, 6 percent recelvmg between 100-199 visits. and
about 5 percent receiving 200 visits or more. The average Medicare home hea‘lt’h expenditure

for beneficiaries in this group was $2,957 in 1994, !
|
i

Medrcally~Comglex Home Health Users: Another thtrd (33 percent) of Medicare’s home
health. populatton in 1994 were seriously ill patients with complex medical problems. These.
rbenef iciaries, campared to all other home health users, recesved substantxally more hospital care
and, in the case of about half of this group, were also admrtted to a skilled nursing facility within

the same year. ?

]

f

f :
Benef iciaries in the medtcally complex” group were,( also more hkely than other home .

I

health users to be in’ poor health and have significant functlonal impairments. Two thirds of all

benef‘ iciaries in this group (67 percent) percewed thelr health status to be fair or poor and 83
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, percent had ll or more ADL impai rments “Medlcally -complex” home health users are more
lrkely than others to receive their care from a non prot‘ i home health agency.
3; o
in 1994 this “medically-complex” group accounted for 42 5 percent of all home health
expendltures wrth average Medicare home health expenditures of $5,736 per benefi crary The
typical benefic crary in this group received 91 home health vrsrts in 1994, with a third receiving less

than 30 visits, another third recelvmg between 30-99 visits, 17 percent receiving 100-199 visits
and 15 percent receiving 200 or more visits' |n 1994.

=iil |
Within the medlcally complex” user group there were dlfferenoes in home health -
utlllzatlon and expendrtures that depended upon whether or not the benefic iciary received care in
a SNF. Benef iciaries who were also admitted to a SNF during the year received substantially
fewer home health visits than beneficiaries wrthout SNF care (70 vs 114 home health visits,
respectwely) “As a consequence, average home health -expenditures for beneficiaries with SNF

care were substantlally fower ($4,410) than for benef ciaries-who did not receive SNF care
(%7, 151) suggestmg a substltutlon effect.

ll
, Long-Term Care Users in 1994 the remalnlng third (33 percent) relied on Medrcare $
- home health be}hef its to help meet their long~term care needs. These beneficiaries had higher
levels of funotlo;;lal lmpalrments, but appeared medlcally-stable., They had neither hospital nor
~ skilled nursing facility (SNF) care and fewer‘than the average number of physician visits within
the year. When3 compared to other home health users, beneﬁcrarles in this group were more
‘ llkely to fall wrthln the lowest income levels (20 percent had incomes below $5,000) and live
. alone (39 percent) Thei increasing role of Medlcare $ home health benefit as a source of
long-term care for chronlcally ill beneﬁcuarles conf rms the ﬁndmgs of earller studles 10.11.12

-ll

e

-y

‘°B|shop Chrlstlna and Kathleen Skwara ”Recent Growth of Medlcare Home Health Health Affalrs 12
. (Fall 1996) 95-110. '

welch, G.H., Wennberg D.E., and W.B. Wel ch “The Use of Medicare Home Hea th Care Servrces The
New England- Joumal of Medicine, 335:5 (August 1, 1996) 324-328.
(

ZKenney, G. andlM Moon “Relnlng in the Growlh in Home Health Ser\rlces Under Medicare,” The.
Commonwealth Fund May 1997. SRR ’
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In 1994, the “long-term care” group of home health users accounted for 35 percent of
total home health expendltures with average Medncare home health expend|tures of $4,671 per

beneﬁcxary Beneﬁmanes in the “long-term care” group received on average 81 visits in 1994,

which is about 10 visits fewer than beneficiaries in the “‘medically
However, beneficiaries in the “long-term care” group received, on
-numbers of home health aide visits than benef‘ ccarles in the med

sknlled nursmg visits.

complex” group received.
average, substantially higher.

cally-complex\gro'up; but fewer

Sinée 1991 the share of all home health users in each of the abdve categories has

remained remarkably. constant.

-

Benefi cnanes Who Receive 200 or More Home Health Vlsns

We examined the characteristics of
' benefi cuanes who received 200 or more visits
and com pafed their characteristics to
beneficiaries who received fewer services,

because these “high utilizers™ account for a small

but growing share of the home health population

and a disproportionate share of Medicare’'s home

health expenditures. In 1991, oniy 4 percent of -

all home health users received 200 or more
visits, and-accounted for 19 percent of total
Medicare home health expenditures. By 1994, -
10 perceﬁt of all home health users received 200
~ or more visits, and acc'qu'nted for 43 percentcf‘

total home health expenditures (Figure 8).

Beneficiaries with 200-or more visits in
1994 received on average 323 visits which is

Figure 8

|
Dlstnbutlon of Home Health

‘ Benef‘ iciaries and Expenditures by

Number of Visits Received, 1994

99%

50.6%

23.3%

Home Health  Home Heatth
Users Expenditures
(2.7 million) {$11 billion)

Q129

| &3 100-199

Horne Heaith
Visits

& 30-99

- 200+

more than 4-times the number of hofne health visits received by the avérage benéﬁciary (73 -

\}isits in 1994) ' Beneficiaries in tHis “200-plus high use group |

'ecewed 101 skilled nursing visits

(more than 3-times the average) and 17 physical therapy visits (more than twice the average)
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s“ . Figure 9

Number and Type of Home Health V|S|ts Recelved:  Howevef, the most
Comparlson of High Utilizers and -

- significant difference was |
Average Home Health Users 1994 g ~ -

‘in the use of home health

460 Number of Visits - » | H:gh Utilizers" (200+ Visits)

‘| : | Utlizers . aides. Beneficiaries with
1 ) CJAverage Home Health Users : )
323 j

. ' T . 200 or more visits per year

" received an average of
206 home health aide

200

100 73

‘visits within the year,
7. .. : oompared to 36 visits for
0 . : — :
Al Service Skilled Home: - Other . the average home health
Tybes ] Nursing He.alth: Therapies. . o i
"§ o A . Aide - 204 Social | beneficiary (Figure 9).

- The average Medlcare payment for home health servnces provnded to beneficiaries with
200 or more wsnts in 1994 was $18,435, wh|ch is more than 4-t|mes greater than the mean
' relmbursement for all home health reC|p|ents ($4,442 in 1994)
sl : : , :
When{compared to the average 1994 home health users on a blvanate IeveI
beneficiaries who received 200 or more visits were in poorer health and had signifi cantly hlgher
levels of ADL |mpa|rments (Tables 5a and 5b) They more frequent|y experienced multiple
- hospltahzatxon}s within the course of the year followed by long episodes of home health service
use They were more likely to have lower i incomes, to be Afrlcan-Amerlcan and female. They
were also more likely to be covered under Medlcand .and less likely to be covered under Medlgap

insurance (Flgure 10).

e
]

BeneﬂC|anes with 200 or more home health visits in 1994 were more I|ker to'have.
received the|r care from a for-profit home heaIth agency®. Home health agencies that were
hospital- based agencues were not found to be more likely to provide care to people who received
200 or more vgsrts.v Hospital- based.agencies.provided home health services to nearly one third

{i

ol
i
’d

: : ’( - e .

: 13These fi ndlngs are conf rmed by Health Care Flnancmg Admmlstratlon program statlstlcs that
show for 1994, the average number of visits was 66 per person served, while the average number
of visits per persons served by propnetary agenmes was nearly 92.
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of all home health recipients (31.8 .

‘ - . © Figure 10 '
percent) in 1994, but less than a quarter  Percent of Medicare Home Health
(22.2 percent) of those with 200 or more Users with Selected Characteristics -

o S ' {Comparison of "l?agh Utilizers" and Average
visits. C : - -~ Home H[ealth Users, 1994 )

4 o |
: , S
Nearly half (47 percent) of all ! 88

behe_ﬁciariés‘ who received 200 or more Afﬁcanﬂﬂw'"‘w‘

home heaith visits were in the “medically- 80.21%

Below $15,000 '
, 69.72%

complex” group. Another 38 percent

. : South |
were in the “long-term care group”. Only - o

i . . 3 FairfPoor 63.7%
a small share, 15 percent, were inthe - Health Status ; . 57.9%

, ‘ . ’ .78.8%
post-acute.category. . . 3+ ADLs M | asa% .

—— P&
Medicaid * o

| 24%

Determinants of Receiving 200 or More

. < -
2+ Hospital F 255%
Home Health Visits , Admissions 124%

0% 20% = 40%  60% . 80%  100%

-“vah Utilizers” {200+ Visits)

CIAverage Home Health Users
|

home health serwces received within a ) !

A multlvanate model was used to

‘ identify factors that explain the number of

year while controllmg for the simultaneous effects of other var|at|>les assocnated wrth home health'
use. This model ing technique estimates the probability that a palmcuiar charactenstxc increases
- the person'’s likelihood of being in the high or low home health ujése group. Table 6 shows the
marginal p‘robabil‘ities of being in the high use group (200 or mc;r%e visits) and the low use groub
(1-29 visits) for statisﬁc‘:ally significant characteristics. | ‘

Determinants of Low Use (1-29 visits): Home health recipients who received fewer than
30 visits a year were less likely than other home health users to perceive their health status as
fair;or poor. They were less iikely than other home health usérgs to have functional »impairments
(require assistance with bathing). Also, beneficiaries in this grolup were less likely than other
home health users to have medically-complex needs. They we]re less likely to be among users
with 2 or more hospital admissions and home health episodes afnd; less likely to begin receiving
‘home health services after an exténded gap following hospital céiischarge (where seryicgs start

16-45 days following discharge), a patten apgearing to be asséciated with medicaily complex
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cases. Beneﬁcxanes in this low use group were less likely to be male, Afncan-Amencan 85
years of age or older, or to live'i m the South They were also leéss likely to receive services from
proprietary home health agencnes rather. than government-owned or non-profit home health
agencies. When other factors were controlled hospital-based agencles showed no effect.

. é; :

Determlnants of High Use (200 or more vnsrts) Benef iciaries who received 200 or more

' visits annuaIIy were more l|kely to have funct|onal impairments (require assistance with bathlng).
Fhey were substantlally more Ilkely than other home health users to receive home health -

‘ services in. conjunctlon with multlple hosplta||zat|ons more likely to recelve services beglnmng
several weeks after d|scharge from the hospltal and less likely to recelve home health services
immediately foIIowmg dlscharge from the hospltal Beneficiaries who were Afrlcan-Amencan
and benefi C|atr|es living in the South were more likely than others to receive 200 or more visits.

. The finding of h|gher home' health ut|I|zat|on among beneficiaries in the South is con5|stent with
other studles'EM
3
In thehmultlvanate model the presence of supplemental health insurance (Meducald or |
- "Medigap) was:, not assocnated wnth hlgher Ievels of home health utilization. Because there are no
coinsurance rzeqmrements for home health: :services that could create financial bamers to.care, it

is not surpnsmg that supplemental msurance has ho effect on utllrzatlon of services:

]
d

We found that beneficiaries who recelved care from a for-profi t home health agency were
more Ilkely tolrecelve 200 or more Medrcare-covered home health visits, even after controlllng
: for the effects of health status functional status and demographic varlables We did not finda
statrstrcally S|gnlf icant relatlonshrp between |nten51ty of home health servnce utlllzatlon and
' whether or no{t the agency was free-standlng or hospltal based

l ' o

Determlnants of ngher Home Health Expendltures

We developed a multlvanate model to rdentlfy statistically. srgnlf icant factors that explaln
~Medicare home health expenditures while. controlllng for the simuitaneous effects of other

‘variables. The model identifies the followmg condltlons or patient characteristics: _patients who
" l' . . .

l

“Schore, Jennlfer Reglonal Variation in Medlcare Home Health Mathematica Policy Research Inc., 1996.
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require assistance with bathing; patients who experience multiple hospitalizations; patients who
are of African-American decent; patients who receive routine home health immediately-following
hospital discharge, and patients who receive care from proprietafry agencies. Table 7 presents
the actual dollar amount each statistically signiﬁcant factor addetﬂ to (or subtracts frorh)
Medicare'eaverage annual per person home health cost in 1 994. The Teble also presents the
aggregate. amount contributed by each variable to total home health expenditures in 1994.
The Impact of For-Profit Home Health Agehcies on Medicar:e Expenditures
The fact that the care was provided by a for-profit home health agency, rather than a

government or not-for profit agency,. increased the average annig.lal cost of Medicare home
health expenditures ($4,442 in 1994) by $1,064 per beneficiary., | Thie additional amount is the

. net increase in Medicare home health costs for services provnded by propnetary agencies, after
controlling for the effects of health and functional status, age, gender race, income, living
arrangements, race, geographrc location, and use of hospital and skilled nursing homes‘ervices.
In 1994, this higher per patient cost of beneficiaries served by proprietary agencies added more
than $1 billion‘te overall Medicare home health expenditures.

The finding of a-positive and statistically sighiﬁcant' relationship betwee.n for—proﬁt agency
status and increased home health utilization and expenditures confirms a similar recent finding
by the GAQ.'>'® This study also quantifies the effects of for-pro|ﬁt agency status on overall home
health expenditures, while controlling for the effects of other vanables By controlling for the
effect of other factors, our study suggests that the growth in utalrzatlon is the result of agency-
ownershlp,v rather than whether the agency is hospital-based. l'n our multivariate model,
hospital-b’ased agencies were not found to be more likelyvthan free-standing agencies to

generate higher levels of services and expenditures.

SUnited States General Accounting Office, Medicare Home Health Utilization Expands While Prc\)grgzm
Controls Detenorate (GAO/HEHS-96~16) March 1996. ’ .

“‘Kenney and Moon (1987) also reported hsgher utnhzatnon of services by patients served by proprietary
agercies. : = :
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Other Factors Associated with Home Health Expendltures |

Not surprlslngly benefi ciaries who have poor functlonal status and beneficiaries with
-complex medlcal needs were more likely than other.home health users to recerve the greatest
number of home health benefits and account for-higher levels of Medicare homeé health
.expendltures I Medicare’s home health expendltures were $2,898 hlgher for home health users
who requrredslasslstance with bathlng than for those who'could bathe mdependently Medicare
home health expendrtures were $2,647 hlgher for home health users who were medically
unstable, evrdenced by muitiple hosprtahzatlons dunng the year, than for othér home health
users. Benef iciaries who received home’ health services immediately after dlscharge from the

hospital, the |post-acute users, incurred home health expendrtures that were $1,534 below the

. average. -

R )

\l . B .
¥ Less mturtlve however, is the fi ndmg of higher than average home heaIth expendltures

among Afrrcan American beneﬂcranes Afrrcan Americans incurred expenses that were on
'average $, 245 greater than the mean even after controlling for health functional status,
income, reglon and other factors. “There is some speculation that African Americans are less
- likely than others to live in areas where nursing homes are available and therefore more likely to
rely on nonlnstltutronal home. health services.  There may also be cultural: aversions to
- institutional care resultlng in stronger preferences for home and community-based services.
| ’F SR
|
Future R'eseirch ,
'This research focuses only on Medlica“re expenditures for home health care. -Extending
the analysis to examine total expendltures for alI Med|care-covered services would provrde a
measure of the typlcal home health user’s impact on the total Medlcare system We found that
total Medrcare costs for home health users were more than 5-t|mes greater than Med|care costs
for beneficiaries who did not receive home health care ($15,321 compared to $2,723°
respectlvely) “ Certainly some of this addltlonal cost is the direct result of the costs of home
health sewlces themselves. What is yet to be determined is whether certain pattems of home
care use.- su’ch as care delivered by hospital-based systems and for -profit agencres affect use
. of other Medrcare services and overaII Medlcare expendltures Identifying the |mpact of home
11 -
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health agency attributes on total Medicare outlays will be an impc|>rtant next step in
understanding changes.in the home health care market for public policy formulation. -

Implications of Findings o

As policy makers Ioiék toward the home health benefit as|a source of potential Medicare

“savings, th_:is study provides new information that explains the factors that drive home health " -
expenditur_es and describes the characteristics of Medicare beneﬁciaries who use home health
services. The findings provide new evidence to assess the implicatidns of potential policy
changes.in the structure of Medicare's home health benefit. - :

Clearly, Medicare home health coverage is no longer simbly the short-term post-acute
benefit as it was originally intended. Only a third of all beneficiaries who receive home health

‘services received their care immediately following a hospital dis!charge. The remaining two -
lthirds’ of home health USers rely on Medicare's home health ben:eﬁt to éssist with their recovery
from more complex and ongoing medical problems or use home health services to help meet
their long-term care needs. Our findings support the growing body of evidence ¢onfnning the
evolving roIe of Medlcare s home health benefit as a safety net for eIderIy beneficiaries with
long-term care needs. Our findings aIso go further by dlfferentlatlng the acutely ill patients into
those needlng short-term acute post-hospital care and those wl\o are serlously ill and reqwre
on-going home health services.

Efforts to pare back the Medicare home heaith benefit to short-term poet acute-cére
would cleérly impact some of the most vulnerable segments of the Medicare population who
either have complex medical problems or significant long-term care-needs. While such a move
would conform the benefit to its orlgmal intent, it could also leave sugmf‘ icant gaps in coverage for

‘Medicare' s ‘oldest and most frail beneficiaries.

Likewise imposing copayments on beneficiaries who receive more than 100 visits to
dlscourage utlllzatlon (21 percent of all home health users ) w?uld disproportionately impact the

near poor who do not qualify for Medlcald but are unable to afford private supplemental Medigap

.25
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. insurance. |ﬂ copayments are imposed, protections for Medlcare s-poor and near-poor will need
to be strengthened A new copayment would be unIrker to affect utilization levels among
benef cuarles wnth supplemental insurance ‘to cover Medlcare s coinsurance, but could result in
hlgher monthly Medlgap premrums as insurers pass through their hlgher costs to enrollees.

({ .

i

'F_Qr b?neﬂciaries who are eligible fc)>r Medicare and Medicaid, efforts to scale back the
quantity of-seirvices directly or through copaym_ents_ would im_pact state expenditures for long-
term care se'r’vices._ A significant'share of beneficiaries who receive high levels of home health
care are also} entitled to Medicaid. If Mediqare home :health benefits were significantly

constrained, these dual eligible beneficiaries would turn to Medicaid for coverage which would
have ﬂnancra,| implications for States.
;t

anaII)l( our finding of substantrally higher Medicare costs associated with the delivery of
home health servnces by for-profit home health agencies begs for additional government
. oversight. The finding of $1 billion in Medicare payments to proprietary home health agencies in
. 1994 - that cannot be explalned by the health status, functronal status, living status or other
beneficiary charactenstlcs — offers promlse asa potentral source of Medicare savings. Clearer
gurdellnes are needed to define the circumstances under which Medicare, will pay for higher
numbers of home health vrsrts per beneﬂcrary
r

ey o

.
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Table 1. Medicare Home Health Utilization and Expenditure Trends, 1990-1994

i

Year Persons per 1,000 Visits per Charges | Payments Home Health as a % of all )
) Enroliees Person per ‘ per person Medicare Program
1990 57 36 69 $1,892 - . 37
1991. 64 45 71 $2,397 4.8
1992, 70 53 75 $2,955 6.1
1993. 79 57 81 $3,389 7.5
1994 86 66 83 $3,087 . 8.6
. Yearto Year '
Increases . .
1980 to 91 12.3% 25.0% 2.9% 26.7% 29.7%
1991 to 92 9.4% 17.8% 5.6% © 23.3% 27.1%
1882 to 93 12.8% 7.5% 8.0% 14.7% 23.0%
1993 to 94- 8.9% 15.8% 25% | 176% 14.7%
Average 131% 16.5% 4.8% 20.6% . 23.6%
Annual
Growth Rate

Source: Health Care Financing Review, Medicare and Medicaid Statistical Suppiement, 1996

Table 2. Number and Pércent Distﬁbution of Home Health Agencies,‘ 1980-1995

I

1980 1985 1990 1995
' A?:::y number % number % . number % number %
For- Profit 186 64% 1943  325% 1,884 133.0% 3,951 43.0%
Non-Profit 1062  363% 1,405  235% 1231 |216% - 1,282 14.1%
Government 1,260 43.1% 1205  20.1% 985 |17.3% 1,182 13.0%
Other 57 19% 153 2.6% 108 | 1.9% 235 2.6%
Hospital- 359  123% 1277  213% 1,486 264% = 2470  27.1%
Based , .
Total 2924  100% 5,983 100% 5,695 100% 9,120 100%

Note: numbe{'s may not add to 100% due to rounding.
Source: National Association for Home Care, May 1997.
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Table 3. Characteristics of Medicare Home!Health Users

and Non-Users, 1994 1

Medicare Beneficiaries
Who Receive Home Health

i

Medicare Beneficiaries
Who Did Not Receive

Total

‘ Services Home Heaith Services .
{cases=1462) {cases=14 657} {cases=16,119)
Characteristics . {wgt n=2,711,625) {wgt 0=31,967,079) {wgt n=34,675,512)
Age ’ !
<65 6.7 %™ 12 % 108 %
65t0 74 29.0 ™ 49.0 | 47 4
75 to 84 394 303 1 31.0
85+ 248 9.6 107
Female 67.7 ™ | 56.3 | . 57.2.
Race . : =
White ) 811 % 83.8 % 836 % .
Black 119~ - 8.46 8.7
Hispanic -85 592 | 59
Other 1.5 - 1.79 \ ) 18
income ‘
$5.000 or less : 14.3 % 9.5 % 9.9 %
$5,001 to $15,000 54.4 40.6 417
$15,001 to $25,000 17.0 = 22.2 218
$25,001 or greater 14.4 *~ 27.7 | 267
Medicaid eligible 23.8; % . - 13.2 "T: 14.0 %
Private Medigap policy 701 % 76.1 % 756 %
. Household composition y ‘
Living alone 32.5 % 251 % 257 %
Spouse only ,30A0 bk 44 1 43.0
Others in home 37.5 " 30.8 314
Region | )
Northeast 25.6 %™ 211 % 215 %
Midwest 22.5 1247 | 246
South 384 352 354
~ West 13.5 = 19.0 5 186
Urban Location : ‘ ‘ 7
Those in SMAs 723 % '74.1 % 740 %
Fair/Poor Health Status 57.8 %*" 284 % 288 %
Chronic Conditions | «
At least one 83.9 %. . 681 % 69.3 %
Functional stati:s {ADLS) .
No ADLS 271 %™ 69.0 % 65.7 %
1-2 ADLS 26.0 ™ 19.2 19.7
3-4 ADLS 20.5 *** 6.2 7.3
5-6 ADLS 264 v 58 7.3
i -
Difficulty bathing 53.6 %" 145 % 17.5 %

p<.05, *p<.01, **p<.001 Home heaith users compared to other beneficiaries. v
Source: Medicare Gurrent Beneficiary Survey, 1994 '
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Table 4a. Charactenstlcs of Medicare Benefi ciaries Who Receive Home
: Health Services by User Group, 1994
"Post-Acute” "Medically-Complex”| "Long-Term”
Home Health Home Health Care Home Totat’
Users Users ! Health Users . .
‘ {cases=426) o {cases=444) i (cases=472) {cases=1342)
Characteristics {wgt n=838,032) {wgt n=815,741)" (wgt n=823,595) (wgt n=2,477,368)
Age i , ' ’ : . i :
<65 ) ‘ . 71 % g 53% B0 % 68 %
85t 74 . . 32,6 ) S 264 23.8 27.6

75t0 84 N v 40.7 40.9 38.7 40.1

85+ , : 19.6 ** ' 274 . 29.6. 25.5
Female - . e6T% 4.7 %" 68.5 % 68.1 % -
Race . ) : T

White . o 821 % ’ 82.6 % 785 %. . D811 %

Black A ‘ ) 10.8, : 113 e 13.2 118

Hispanic : ‘ : 5.0 ' 5.0 . 87 . 58

Other ' 214 S B 1.7° 16,
Income ) : . . .

$5,000 or less : O M4 % o 1.5 % 196 % 143 %

$5,001 to $15,000 ‘ 498 * - - ' 60.0 T 567 ) " 5585
. $15,001 to $25,000 ’ 206 . 17.7 ’ 123" 16.8

$25,001 or greater | : 18.2 10.7 ©o1s 13.5
Medicaid eligible : . 189 % 262 % . 270 % 240 %
Private Medigap policy C 748 % o 72.0 % 63.2 %™ 700 %

* Household composition : : ' ‘

Living alone i 29.8 % 288 % 39.0 %™ 327 %

Spouse only ) 367 273 254 29.8

Others in home : 3386 ’ . 439 ' 35.7 378
Region ‘ ‘ o

Northeast 26.5 % ' 281 % 216 % . 254 %

Midwest o S 241 23.1 210 - 22:8

South - 36.4 , . 340 - 428 377

West . © 130 148 145 144
Urban Location ] i .

Those in SMAs 731 % 74.2 % 71.0 % 728 %
Fair/Poor Heaith Status S 53.1 % : 66.6 % 54.3 % . 57.9 %
Chromc Conditions - . , . : '

Atleastone . 81.5 % 86.8 % 84.5 % . 842 %

Functional status (ADL Impairments) )
Mean number ADLs 2.2 31" 25 26
Mean for those with at least one 3.3 ] ) 37 ‘3.5 . .35 .

No ADLS ; 1 32.8 o 16.9 26.2. ‘ - 254

1-2 ADLS : . 27.1 . : 23.8 27.7 26.3

34 ADLS L 19.6 23.8 - 19.9 o214

5-8 ADLS ' 205 * . 355 26.2 273
Difficulty bathing 46.9 % ) 66.7 % 53.3 % 55.5 %
0<.08, “pe0t, g« 001 compared 0 row totals ) K .
¥ Yearty total number of cases for the Home Health Episode Group tables are smafier than the yearly totals for the ‘Use intensity Tables’ (Tables 5a &5b) because
of definitional requirements of the HHA ONLY, the I no HHA post IP, and the 1-iP/HHA episode 15 days post IP groups.

Source: Current Medicare Beneficiary Survey, 1984; and Medicare Claims Data



http:defin,ijon.al

o | R

Table 4b Service Utlhzatlon and Expendlture? of Medlcare
» ' Beneficiaries

Who Recewe Home Health Services by User Group, 1994

"Post-Acute” "Medically-Complex™ “Long-Term"

' Home Health  Home Health \Care Home Total’
. . Users Users Health Users: N
" Health Service Use (cases=426) (cases=444) {cases=472) {cases=1342)
_ Patterns and Expenditures . {wgt n=838,032) {wgt n=815741) gv&gt n=823,595) (wgtn=2477,368)
Mean reimbursement for home health visits' $2957 $5736 * | $4.671 T 84,442
; ‘ , o , |
Total reimbursement for 1994 (in miliions) $2,478 $4679 | $3,847 ~%11,004
Mean number of home health visits' 470" i : 91.0 .80.5 7286
Number of skilled nursing visits’ , 19.0 *** 410" 29.6 ‘ 29.8
Mean reimbursement $1.918 = 84212 | $2,984 - §3.028
Visits to patients with 1 or more skilled visits * 200 ™ - 420 ‘ 3214 317
Mean reimbursement $2,050 *** $4,340 l $3,230 33,218
Number of home health aides visits' ) 21.0 ™ . 41.0 . ﬁ * 454 5 35.7
Mean reimbursement $1,343 ** $2,518 ! $2,802 _ $2,215
Visits to patients with 1 or more nurse aide visits ? 45.0 ** 67.0 ! 98.6 . ~ B899
Mean reimbursement ‘ $2.910 * ' $4,043 ‘ $6,082 $4,340
Visits to patients with 1 or more skilled nurse visits 2 26.0 = 47.0 ; 405~ . ' 39.0
Mean reimbursement : $2,637 = $4,737 34,114 $3,956
'Number of phys. therapy, soc. services, occ. therapy' 7.0 .80 | - sa& 74
Mean reimbursement - $753. | $993 Cop o 8877 $773
Physical therapy, sodial services, occ. therapy2 14.0 150 i 125 14.0
Mean reimbursement . %1520 . 81626 - $1,328 $1.517
Supplies (Mean reimbursement) $101: $232 $199 $177
Ownership of agencies (percent distribution) ' ; .
Voluntary non-profit - ’ 521 589 - 508 . 55.0
Proprietary . . 364 <331 41.2 369
Government ‘ . 84 ) 8.0 1 7.9 © 8.4
Hospital-based agencies ' 34.5 B7 27.8 - 320
Hospital utilization . | i
Total number of inpatient days ‘ 84 ™ ’ 234 \ n.a. 17.4
Average length of stay ' ) 8.8 - 94 ‘ n.a 8.7
Inpatient days tied to episode of home heaith - 9.0 15.8 | na. 12.4
Average length of stay/episodes ) 21" 9.3 na. 9.1
Mean number of doctor visits A 9.7 . 88 . 7.4 8.8
[ N N R . .
Home health mtensaty evels (percent dustnbutlon) ‘ .
"1 - 29 visits’ . 644 % 330 % 49.0 489
30 - 99 visits ' » o - 250 35.9 L2611 - 290
100 - 199 visits 589" v 16.5 § 13.1 11.8
200 or more visits- ) A ) 47 ) 14.6 { 11.9 i 10.3
" for those with at least one HHA visit ~ , : . ‘
Z'tor those with at least one type of this visit
" p<.001 compared to row totals’

¥ Yearly total number of cases for the Home Health Epi'sode Group tables are smaller than the yearly totals for the ‘Us[e tntensity Tables' (Tables 5a & 5b)

because of definitional requirements of the HHA ONLY, the IP no HHA post IP, and the 1-IP/HHA episode 15 days pcst P groups.
Note Percentages may not add to 100 due 10 rounding
Source: Current Medicare Beneficiary Survey, 1984; and Medmre Claims Data i
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Table 5a. Characteristics of Medicare Beneﬁciariés Who Use Home

Health Services by Number of Visits Received, 1994

1-29 visits 30-99 visits 100-199 visits 200+ visits Total
(cases=711) (cases=423) (cases=170) . |(cases=158) {cases=1462)

' ] (Weighted {weighted ~{weighted ' {weighted {weighted
Characteristics n=1,372,977) n=772,647) n=302,003) | n=263,998) n=2,711,625)
Age ~ ‘ SR ' '

<65 " 7.8 % 5.6 % 5.0 % 78 % 6.8 %

65t0 74 L .30.6 242 276 23.0 276

7510 84 ’ 39.0 433 36.0 41.3 404
85+ o ) 227 27.0 315 27.9 ' 255
Female o ' '65.0 % 700 % 69.2 % 764 %"* 68.1 %
Race ) ’ .

White ' 86.2 % 77.9 % 815 % | 648 % 811 %

" Black ’ : : 74 14.2 12.8 . 244 11.8

Hispanic ' o 4.9 6.1 4.1 8.8 5.6

Other . 1.5 1.7 1.6 1.9 1.6
Income . .

$5,000 or less : 14.0 % 139 % 123 % 19.0 % 14.3 %

$5,001 to $15,000 52.9 56.2 581 . 81.2 55.5

$15.00110$25.000 ‘ 16.9 17.2 18.3 135 16.8

$25,001 or greater 16.3 12.8 ~10.3 - - 83°? v 135
Medicaid efigible » , ‘20.7 % 23.0 % 313 % 34.5 %* 240 %
Private Medigap policy * 70.3 % 727 % 733 % 57.5 %" 70.0 %

f ; . | L
Household composition ‘ . | .

Living alone 340% 341 % 26.4 % 29.9 % 327 %

Spouse only o 334 277 30.1 184 = 29.8

Others in home ‘ 327 38.2 434 517 " 37.6
Region B . )

Northeast ) ) 294 % 244 % 204 % . 15.8 %* 25.4 %

Midwest . 235 23.9 235 15,5 22.8

South” ' . 29.8 40.8 44.2 58.0 ™ 37.7

West . ’ 17.2 110 11.8 107 14.1
Urban Locatior:) ' '

Those in SMAs 741 % 73.5 % 68.8 % 68.8 % 72.8 %
Fair/Poor Health Status - 514 %" 58.6 % 73.0 %7 . 69.7 % 579 %
Chronic Conditions ) . o

At leastone = . : 816 % 855 % 89.9 %" 86.8 % 84.2 %
Functional status (ADLS) , ‘ .

Mean number ADLs : ) 20 28 347 40 ™ 2.6
Mean for those with at least one 32" 3.5 39° ! : 42 3.5

No ADLS ' 36.6 ™ 18.7 = 1327 482 25.4

1-2 ADLS . : 27.1 285 26.0 | 163 " 28.3

34 ADLS C i 18.0 26.0 16.9 | 26.8 21.1

5-6 ADLS 18.3 26,9 440 'j‘ 520 27.3
Difficulty bathing 39.7 %* 61.2 % 77.8 %* 89.3 %™ 55.5 %

"p<.08, **p<.01, *""p<.001 compared to row totals
Note: Percents may not add to 100 due to rounding

Source: Current Medicare Beneficiary Survey, 1994; and Medicare Claims Data




Table 5b. Service Utilization and Expenditures
of Medicare Beneficiaries Who Use Home Health Services
o by Number of Visits Recelved 1994

1
100-199 visits

1-29 visits  30-99 visits ; 200+ visits All
Health Service Use {cases=711) (cases-423} {cases=170) (cases=158) (cases=1462)
{weighte )
‘ dn=137 {weighted {weighted {weighted - {weighted
Patterns and Expenditures 2,977} n=772,647) n—302 ,003) n=263,968) n=2,711.625)
Mean reimbursement for home health visits' '$904- * $3579 A 58 977 $18,435 54,442
Total reifnt_)ursement for 1994 (in millions) $1,006 $2,568 152'619 $4.721 $11,004
Mean number of home health viéits' 13.3 54.8 ™ ‘ 142.7 *** 3230 72.6
Number of skilled nursing visits' 86 . 293 | 87.4 ™ 100.7 *** 29.8
Mean reimbursement $856 " $2,926 $5,869 $10,358 ™ . 83,028
Visits to patients with >1 skilled visits ? 9.6 ™ . 298 - Y % TRbAd 1007 ™ - 3.7
Mean reimbursement $962 $2,978 $5.869 $10,358 $3.218
Number of Home health aides visits' 1.7 - 170" P 733 205.7 = . 357
Mean reimbursement $102 $1,062 *** $4,520 = $12,820 ~ $2,215
Visits to patients with 1 or more nurse aide visits * 72 . 258" | B44° 2112 69.9
Mean reimbursement $427 = $1,611 ™ $5 200 * $13,166 $4,340
Visits to patients with 1 or more skilled nurse visits 2 7.3 250 ™ 49.1 91.8 * - 390
Mean re:mbursement $727 = - $2,489 ™ $5,003 ** - §9,409 $3,956
Number of phys. therapy, social services, occ. therapy’ 3.0 85 124 16.6 ** 71
.Mean reimbursement $318 ™ . 8879 $1,428 ** 51,891 ™ 8773
Physical therapy, social services, . QCC. therapy® 7.2 13.7 206 " . 31.8 ™ 14.0
Mean reimbursement $756 *** $1,417" $2,380 ** $3,618 * $1.517
Supplies Mean reimburserment . .
$31 $115 " $299 = sg9g §177
Ownership of agencies (percént distribution) , ] . .
Voluntary non-profit 60.2 % 535 % 493 % 409 %" 55.0
Proprietary ; ‘285 . 409 41.6 855 * 369
Govemnment 10.3 - 55 9.1 363 8.1
Hospital-based agencies: 351 % 317 % 286 % 22 % 320
Hospital utilization )
Total number of inpatient days 1386 ™ 20.6 221 217 " 17.4
Average length of stay - 8.3 9.4 83 9.6 87
Inpatient days tied to episode of home health a8 ™ 13.9 15.3 16.8 ™ 124
Average length of stay/episodes 8.9 9.5 8.5 . 10.0 9.1
Mean number of doctor visits ‘8.9 8.8 8.4 7.2°* 86
Home Health Episode Groups (HHEGS) .
#1 Home Health Only {no inpatient or SNF use) 333 30.0 369 382 332
#2 Inpatient use {IP), no HHA episodes after inpatient stays 6.6 4.7 052 00° 4.6
#3 One IP/HHA episode-HHA within 15 days of discharge 38.0 " 246 16.4 ™ 15.3 ** 202
#4 One IP/HHA episode-HHA 15-45 days of discharge 21 4.5 47 3 ‘ 6.8 3.6
#5 Two IP/HHA eptsodes-HHA within 15 days of dtscharge ) 3.7 10.8 16.8 ™ . 125 8.2
#6 Two + IP/HHA episodes-HHA after discharge mix 08? 4.6 9.4 13.0 4.2
#7 HHA and SNF, no IP/HHA episodes of HHA 37 32 48° 24° 3.5
#8 SNF between IP/HHA episodes 23 6.8 24° 25° 36
#3 SNF use not between IP/HHA episodes 9.7 1.0 8.2 9.6 9.9
" for those with at least one HHA visit
% for those with at least one type of this visit
o< 08, *"p<.01, ""p<.001 compared io row totals
Note; Percentages may not add to 100 due to rounding
Source: Current Medicare Beneﬁcsary Survey, 1994, and Medicare Claims Data
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Table 6. - Probability of Being in the High Use or Low Use Groups by

Beneﬁmary Characteristics

|

Beneficia C aracteristic

J

Estimated Percentage Increase/Decrease

(Estimated Marginal Probability)

Low Use Group
{1 -29 Annual Visits)

High Use Groups.
(200+ Annual Visits)

Age 85 years or older

Patient is male

Resides in South

Lives in MSA

African American

Perceives Heaith as Fair/Poor
Requires bathing assistance

Has cancer or arthritis

No home health episodes following hospltal

discharge

One home health episode within 15 days of
hospital dlscharge :

One home health episode within 16-45 days
following discharge

_ Two or more home health episodes

following hospital discharge

Receives Services from Proprietary Agency

. Patient Covered by Medigap

-4.7 %*
-6.2 %

. 12.5%*

7.0%""
-16.5f'? _
50w,
31,29+
4.5%"
15.2%**

-21.0%*

-56.7%*""

102"

-5.5%"

8.0

50
16.9%*

' 19.4%
5.4%+"
3.4
1‘0.2%*;" -

4.5

eo—

Source: Medicare Current Beneﬂclary Survey, Medtcare Claims and Provider of Services Fales 1992-1994

Asterisks mdtcate significance: p— 05: “ p=.01;" p=.001




Table7:  Benefi iciary Characteristics with Ssgmf‘ cant Impact on Medicare Home
Health Expenditures, 1994

‘Patient. Characteristic ‘ Per Person = Total Effect on Home
: Addition Health Expenditures
_ " (Reduction).’ 1994
: ) . [ .
Requires Assistance with Bathing $2,896|’" : $4,360.7 million
Seriously Il with Multiple Hospitalizations - $2.647¥'" ' $1,141.2 million
Racial Status of African-American .~ $1,2457 . $397.3 million
Receives Services from Proprietary Agencies $1,064™ $1,064.6 million
to o ‘ . |
Home. Health after Routine Hospital , - ($1 /534) ($1,406.0 million)

Source Medicare Current Beneficiary Survey, Medlcare Claums and meder of Services Files, 1992 and 1994.

' Values are beta coefficients of dummy (0 1) vanables from weighted multsple regression equations.
Astensks indicate significance: ~ p=.05; " p=.01;" p=.001;




APPENDIX

!

~ Explanation of Home Health Episode Groups (HHEGs)

Overview

‘Home health users prese“nbvery distinet patterns in their use of home health, hospital,
and skilled nursing home services that remain relatively constant ‘ylear after year.’ From thei'r, ~
patterns we have also created service utilization gro,ups.‘ Groups alre defined by their pattern of
home health eew'ces use over the course of a year in conjunction with their use of hospital and
skilled nursing home services. Some home health users appear to never use hospital or skllled.
nursnng home services; others only use home health services for a limited period of time
followmg a smgle episode of hospltallzatlon other use home health|sew|ce aimost contmuously
interspersed by repeated use of hospital and/or skilled nursmg home services. We refer to
these groups as home health episode groups (HHEGS) They appear to clarify the complex
relationships between levels of home health service use and the users medical status where
more direct, finely delineated measures of medical status are unavanlable After identifying these
patterns, we fcund the episode groups to be very useful in both desicnblng the user populatlon
and in expla|n|ng the quantity of services used and overall levels of lhome health expenditures.

We generated a set of nine exclusive categories to represent the health service ‘
utilization pattems of home health users. The HHEGs dlstmgulsh the different types of home
health users recewmg the benefit. Using the HHEGS, we are able to identify beneficiaries who
are likely to be,receiving home care as part of post-acute care recpyery,from a hospital
admission. The HHEGs also identify the population using only hom‘e health care services, with
no connection to inpatient care.
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Collapsiné the Home Health Episode ‘Groups

5t

i ,

The nine fi nely delineated home health eprsode groups were collapsed. mto more limited
. numbers of groups for analytso purposes Specuf ically, the nine groups were collapsed into three
groups representmg a post-acute care group,” a senously ill group, and a group with !ong-term
home health needs. Addxtronally the serrously sll group can be differentiated into two sub-

groups those who used skilled nursmg home services and those who did not.

i
R
}

The post-acute group is’ composed of the two health episode groups who used limited

o amounts of both home heaith and xnpa’uent hospital serwces groups two and three. Group two

' used both services but the use of home health services did not occur within 45 days following
the dlscharge of an inpatient event. Group three, on the other hand, had only one episode of
" home heaith care use following hosputal discharge wheré home health services began within 15
days of th}e discharge. Both groups show roughly the same pattern of limited number of home
health wsrts and inpatient hospital days. For example, in 1994, groups two and three
respec’uvely received 28 and 50 home health visits on average compared to 73 visits for all
users and reoelved 9.5 and 8.2 inpatient hospttal days compared to the overall average of 16
days.” O\{erall the post—acute group used an average of 47 visits:. ’
S | -
The seriously ill group without skilled nursmg home services is composed of persons
falling mto group four - those who only had one episode of home health use- following a hosprtal
stay where the home health servrces began between 15 and 45 days following the discharge-
and groups five and six- those with two or more eprsodes of home health use following hospital
dlscharge These three groups . show' hrgh levels of home health use and inpatient days. For
exampleg in 1894, groups four, fi ve, and six, respectively, received 110, 102, and 141 home
health vrsrts on average oompared to 73 visits for all users and received 13 28, and 26 inpatient

hospntalfdays compared to the overall average of 16 days
i% '

ég :
The senously i l group using skmed nursing home services is composed of persons

i

falling mto groups seven erght and nme Groups seven used skilled nursing home services in

_ addmonyto home health and inpatient servrces but the use of home health services did not occur

.,s
i
H

I
|

f
g
|
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within 45 days féllowing hospital discharge. Groups eight and nine used home health, skilled

- nursing home, and inpatient services where home health use occiurred‘in' episodes in

conjunction with‘hosp‘ital stays. These three groups also show high levels of inpatient daYs, but
compared to the other seriously ill group, skilled nursing home sefrviées appeér. toserve asa
substitute for the extremely high use in home health visits by the iother seriously ill group. For
certain analyses the two seriously ill groups are collapsed into ‘orfe group repreéenting seriously
ill home health patiéﬁts with complex medical problems. Even collapsed into one seriously ill
group, this 'gréup used more home health and inpatient services. For example, in 1994, on the
average thi's single seriously ill group received 91 home h'ealthyilsits compared to 73 visits for all
home health users and 23 hospital days compared to 17 days more generally. The entire
seriously ill; population uséd an a{ferage of 91 home health visits. |

[

The long-term care home health group is composed of the single HHEG that includes
Medicare hpmé health sefvices to the exclusfon of hospital and skilled nursing home care. -
Compared:to al the other groups of home health users, this ong—term group uses substantially
higher Ievels of home health alde services and also presents lower levels of use of physmaan

visits. For: example in 1994, among those who received home t‘ealth aide visits, on the average'

they recewed 99 visits compared to 70 visits more generally. TQe total long-term care group

used an average of 81 home health visits.
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Summary Descriptions of the Home Health Epi

spde Groups (HHEGS)

Home Health

Episode Group,

(HHEG)

Description

. Rati‘pnale

Examples

(1) Home health
only group
| (HH- Only)

Beneficiaries who used home
health services during the calendar
year but did not use any Medicare
covered inpatient (IP) or SNF
services during the year.

Home"healthl users most
likely to be viewed as the
medically stable
chronically- ;!i{ long-term
care population.
Proportionately, these
patients requ!ire more
supportive home health
aide services.

—

Beneficiaries with arthritis
that severely limits ADL
capacities and persons
with various forms of
dementia that limit
cognitive functioning.

(2) IP no IP/HH

episodes?

Beneficiaries whvo used both home

“health and IP services during the

calendar year but where the use of
home heéalth did not occur within 45
days following the inpatient event.'
No-use of the SNF benefit.

A somewhat tless
chronically-ill, long-term
care populat:on with less
medically stable health
conditions wl?o have
occasional acute care
events, but where home
health use tslnot
connected to!the use of
acute care services.
Patients pres'ent more
chronic health conditions
and fewer dementtas

| Beneficiaries with

diabetes mellitus with
periodic electrolyte

_disturbances requiring

hospital treatment.

(3) 1-IP/HH
episode 15
days
postiP?

Benéﬂciaﬁes who during the
calendar year had only one

‘| episode of home health use

" | following hospital discharge where -
home health services begin within -
15 days following the discharge

'| from the inpatient stay.! These

.| patients may have had other

inpatient stays during the year, but

| home health was not connected to
'| these inpatient stays. No use of the

SNF beneft

Home health.}users most

| likely to resemble the
home health beneﬁciaries ‘

as concelved under the
original home health -
benefit: acutely ill medical
patients requmng home
health services following a
hospltal stay.

MI patients after coronary
angioplasty or coronary
artery bypass surgery.
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(4) 1-IP/HH
episode 15-45
days post IP?

Benef iciaries who during the
calendar year had only one
epteode of home healthuse |
followmg a hospital discharge =
where home health services began
between 15 and 45 days following
the discharge.! These patients may
have had other inpatient stays .
durlng the year, but home health is
not connected to these mpatlent
stays No use of the SNF beneﬂt

¢

These discharged hospital

patients began using
home health services
because of unexpected or
serious secondary
medical prgblems that
developed after the
inpatient stay. Patients
display high levels of

conceived under the
original home health
benefit: acutely ill medical
patients requiring home

stay. Generally these -
patients require more
home health skilled .~ .,
nursing care. '

‘acuity and also resemble
Pthe home health
| beneficiaries as

health following a hospltal '

Post surgical patients who

‘develop secondary

infections.

{5)2-IP/IHH
episodes both:

15 days post
P2

Benef ciaries who durmg the
calendar year had two or more
episodes of home health use
followmg hospital dlscharge Where
home health services begin within
15 days following each hospltal
dlscharge These patients may
have other mpatuent stays during
the year, but home health is not
connected to these mpatlent stays.

1No use of the SNF benefit. -

Patients best
characterized as acutely
ill who return to the
hospital for repeated .
medical treatments or
surgical procedures.
These patients use very
high levels of home health
skilled nursing services.

Patients with various
malignancies

‘requiring recurrent -

chemotherapy, radiation,
hormonal therapy or
surgical procedures and
dementia patients with
various combinations of
these medical conditions.

(6) 2-IP/HH
episodes post
IP mixed
patterns of
HHA use?

Benef iciaries who during the . .
calendar year had two or more
eptsodes of home heaith use
followmg hospital d;scharge where
home health services begin wsthtn
45 days following each hospltal
dlscharge These patients may
have other inpatient stays during
the year, but home healith is not
connected to these inpatient stays.
No use of the SNF benefit.

i‘ .
1
i o k

]

Patients best
characterized as in the .
.late stages of chronic
diseases who repeatedly
return to the hospital for
medical treatments or
.surgical procedures,-

unstable. These patients
also use very high levels
“of home health skilled

nursing services.

whose health conditiohs '
| appear to be extremely

Patients require
immediate treatment

' because of organ failures

or severe impairment in
function. Patients present
various malignancies,
respiratory, .
cardiovascular and other
diseases, and those who
are wheelchair bound as
a result of various
physical disorders.

i
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(7) HH & SNF
but no IP/HH
episodes?

Beneficiaries who used home

health, SNF and IP services during

the calendar year but where the
use of home health did not occur
within 45 days following any
inpatient event.'

‘Patients best |

characterized as in the
later stages of chronic

diseases where their

medical status, while
deteriorating and limiting,
appear stable. Because of
failure to arrest|/disease
processes, beneficiaries
present dlsabmty, pain, .
and/or restricted ADL
function, and impaired
cognition. '

Patients would include
those with severe joint
deformity resulting from
arthritis, and those with
impaired cognitive .
functioning from various’
forms of dementia such
as Alzheimer's disease.

(8)IP/ISNF/HH
episode(s)

‘Beneficiaries who used home .
‘health, SNF and IP services during
.the calendar year, where there was
1 or more episodes of home health
“use within 45 days following
. hospital discharge and where there
was one or more SNF stays within
the 45 day period.

Patients best |
characterized as in the
later stages of chronic
diseases where their
deteriorating and limiting
medical status|is
complicated by acute
health care ev{ents.
Patients present
disability, pain| and/or
restricted ADU function,
and impaired cognmon ‘

Patients with severe ADL
limitations, dementing
illnesses such as
Alzheimer's disease
combined with episodes

' of acute illness.

(9) SNF use not
between IP/HH-
episodes?

Beneficiaries who used - home
health, SNF and IP services during
the calendar year, where there was

| 1 or more episodes of home health

use within 45 days following

| hospital discharge, but where SNF
| use never occurred between any

IP/HH episode.

Similar to patlents in
previous HHEG but where
their medical status is far
less stable anfd fewer
individuals appear
afflicted with diseases
resulting in dementias. -

Patients with severe ADL
limitations and requiring

| immediate treatment

because of organ failures
or severe impairment in-
medical functioning.
Patients present various
combinations of chronic
diseases, malignancies,
respiratory,
cardiovascular and other

‘| diseases.

' The beneficiaries who only used home health during January and/or February were excluded to insure no IP or
SNF stays occurred within 45 days prior to the use of home health services.
2 |P/HH Episode is defined as one or more home health visits within 45 days of d|scharge of an inpatient hospital

stay (IP).




