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Record. Type: Record

!
To: Jacob J. Lew/OMB/EOP, Nancy A. Min/OMB/EOP, Christopher C. Jennings/OPD/EQOP

cc:- Barry T. Clendenin/OMB/EOP, Mark E. Miller/OMB/EOP i
Subject: HCFA briefing for Hill staff on home health l

This afternoon (5/16), | attended a briefing by HCFA staff for Hill staff on Medicare home health.
The Hill staff in attendance were from Finance, Ways & Means, arI\d {I think} Commerce, and

included Chip Kahn, Julie James, Howard Cohen, and Alison Giles; among others. Don Young
(ProPAC) and Jen Jenson {CBO's home health/SNF analyst} also attended. Rich Tarplin, Gary

Claxton, Sharon Arnold and Ira Burney attended for HHS/HCFA.,

i
I

This session was essentially a technical briefing by HCFA on the Administration's and the home
health industry's proposals. Both proposals have an interim payment system prior to the
implementation of an episodic prospective payment system {PPS). Because both proposals,
eventually implement a somewhat similar PPS, the problem lies in; dessgnmg an interim system that
acceptable to the Hill and which HCFA feels it can implement eas:iy;’qunckly

To give you a sense of where things stand, Chip Kahn remarked, towards the end of the meeting,
hat home health "could be the most controversial piece of the m@rk up.”

‘ ‘ ‘ i
Administration's Proposals. Sharon Arnold (HCFA/OLIGA) gave ajsummary of the Administration's
home health payment reform proposals {i.e., tightening the existing cost limits and imposing an
agency-specific per beneficiary limit and then prospective payment in FY 2000). “The overall
consensus among the Hill staff seemed to be two things: (1) they don't believe that HCFA will be
ready to implement PPS in FY 2000; and (2) they are not particularly supportive of tightening the
existing cost limits structure as an interim step toward PPS. t

Industry Proposal. Sharon also walked through an overview of th%e industry's home health proposal
{i.e., an interim system with a per visit PPS subject to a dollar Iimjt based on 120 days of care and
then an episodic PPS), and provided a critique of the proposal (e g asking HCFA to implement an
entirely new system immediately and then to implement another new payment methodology onily a
few years later, the 120- day limit only captures about 60% of home health visits). The industry’s
proposal also includes a "savings sharing” provision -- an agency ! that comes in under the 120-day
limit would receive up to 50% of the savings, but not more than 10% of its aggregate Medicare
payments. Sharon pointed out that this is a very expensive component of the industry's proposal
(HCFA has a preliminary estimate that it would cost as much as $8 billion over the 5-year budget
window), . |
. |
Overall, there did not seem to be either strong support or strong gpposition for most of the
industry's proposal among the staff who were present. However, several people present (Julie
James was one of them) appeared to support the savings sharing idea.

Other Ideas. Several alternative ideas were also raised over the course of the meeting. There was

strong interest in the fact that Medicare's home health payments} have no relationship to the length
of the actual home health visit. In other words, Medicare pays for a home health visit, but HCFA

. |
|
i
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|

: i
doesn't ask whether the visit lasted for 15 minutes or an hour. Sharon explained that this is not
data that HCFA currently collects, but agreed that it would be goofi information to have.

| .
The possibility of imposing a copay was raised by one staffer {I didn’t catch his name), but it didn't
get much discussion. i

Howard Cohen was interested in looking at proposals to address the wide geographic variation
which occurs in home health payments. However, similar to copays, this idea did not get much
attention, 1

Since the Hill staff at the meeting did not particularly like the Admi’nistration's interim payment

system, HCFA offered to consider any other ideas they might havel but the staffers could not offer
any.

I
Additional Meetings. At the end of today's meeting, 2 follow-up sessmns were scheduled for next
week. On Monday (the 19th) at noon, HCFA staff are supposed to brief Hill staff on other possible
changes to home health (I think this means things like paying for visits based on a specified unit of
time, e.g., $5 for each 15 minutes of home health aide care}.

Howard and Chip also requested three pieces of information from Hl(ZFA: {1) a realistic timeline for
the implementation of PPS; {2} a description of where HCFA is in terms of their on-going research
in preparation for PPS (both what information they have already gaﬁhered and what they still need
to collect); and (3} a list of any additional legislative authority that F;-iCFA believes they need to
collect data to implement PPS (e.g., regarding the length of a homei health visit). They asked for
this information by Monday or Tuesday of next week {the 19th or 20th) and plan to reconvene on
Tuesday at 5:30 to talk about HCFA's home health research. i

(END} |
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- HOME HEALTH ERROR nawf

1
‘

Q- Madam Secretary, you have been gquoted as saying that
between 25 to 40 percent of home health agency visits are
improperly paid. How confident are Yyou tThat the errox
rate is so high? ‘

A. I am very confident. My Inspector General has conducted
numerous reviews which show high errqr rates. Audits of
six providers in Florida revealed error rates for claims
ranging from 24 percent to 4¢ percent, except for one
which was 78 percent. The correspondlng error rates for
services contained on these clainms wae between 20 percent

and ¢0 pearsent Tentative resulits &rcm oug01nq audits of
home health agencies inm other States revea- Kimilay .
results. The errors incleds: .)ézzex.u..;a.. isgs who were =et

nomebound, unnecessary serVLces servmcen not rendered,
and forging of physician signatures on pilans of care.
2 Sta*ﬁwiﬁe audit in Flezids in 1233
clainms error rate. Howaver, the act
righer since the £ did not 1nc1a
large abuszve,pro i

errcr rate.

b

More recently the Office Inspector Geheral h&as beern
reviewing a randow sample of home h2alth claimz in New
York, Illinols, Texas and California.| Results to date
indicate an &rroxr rate simiiar to the rates shown in our
providar-gpecific audits.
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FACING FACTS

The Truth about Entitlements and the ]Budget

A Fax Alert from The (]foncordl Coalition

Volume [II « Number 2

January 28, 1997

STILL MORE MEDICARE FOLLIES

In a proposal the Washington Post calls a “gimmick so
transparent and crude as to give gimmickry a bad
name.” the White House would fend off Medicare’s
looming insolvency by shifting more than $50 billion in
home health care outiays from: its Hospital Insurance
(HI) trust firnd, which by law must be in the black to
pay benefits, to its Supplementary Medical Insurance
(SMI) irust fund, where general revenues will automati-
cally plug any funding shortfall, no matter how large.
“'hi> “reform” does nothing to help ensure Medi-
care’s sustainability or to reduce the federal budget
deficit. It simply makes the program look more solvent
on paper, thereby allowing the administration to claim
that its plan does as much to “save Medicare” as GOP
proposals while cutting Medicare spending less.

Sheer Expediency

According to the lstest Trustees” report, Medicare’s
HI trust fund will be ¢xhaustcd in 200 1—meaning that
earmarked tax revenues plus accumulated trust-fund
assets will no longer provide sufficient budget authority
to cover projected benefit outlays. Since HI is by law
constituted as a “self-financing” trust fund, this fast-
approaching bankruptcy date is forcing Congress and
the White House to enact serious cost-saving reforms.

Or rather, it should be. The administration’s pro-
posed benefit swap would instead short-circuit HI’s
trust-fund discipline by shifting much of the cost of
home health care, Medicare’s fastest growing benefit
categery, to the SMI trust fund. Under SMI's trust-fund
rules, bankruptcy is not an issue: The program’s general
revenue subsidy automatically rises to cover any differ-
ence between beneficiary preminms and program costs.

If this is a solution, one wonders why the White
House stops there. Why not shift a lot more spending
out of HI so that no actual cuts are necessary? While
we’re at it, we could, by the same logic, spare ourselves
the trouble of reading the Social Security Advisory
Council’s report. Instead, we could make Social Secu-
rity solvent by taking all retirees west of the Mississippi

out of its trust; fund and putting them in the general
budget. ‘

The administration maintains that its proposal 1s not
as cymcal as it| sounds since home health benefits are
more logically paid out of Medicare’s physician trust
fund than ‘its hospital trust fund. But if sheer expedi-

! . .
ency were not the motive. why does this reform also

short-circuit SMI's (weaker) trust-fund discinline?
While beneficiary premiums are srpposed to cover 25
percent of total SMI costs, home hialth benefits siifted
into SMI wouid not be counted in setting premiums.

In truth, the only purpose of the proposal is to allow
the White Hous:c to say that its Medicare plan would
“put ten years on the trust fund.” But as it tums out, the
plan doesn’t even do that. It would merely extend HI's
solvency for six|years from 2001 until 2007—-a decade
from today. That this could only be achieved by re-
course to gimmfckry is a measure of how far we still
have to go in fac‘ling up to the needed rcforms. After all,
Medicare is a program that makes benefit promises
spanning a lifetime, and whose official definition oi sol-

vency is trust-fund balance over seventy-five.years.
Beyond the Trust-Fund Charade

The admim'sttation< home health care proposal
could have one positive—if entirely unintended--—
consequence. Such transparent finagling might one day

" unmask the whole charade of trust-fund accountiny. It

makes no diffell'encc to taxpayers or the economy
whether an indivi‘dual trust fund is technically solvent or
not. The only fiscal bottom line is the net difference
between total fcd'f:ral taxing and total federal spending.
For the time being, however. trust-fund accounting
at least forces us to acknowledge some link, no matter
how tenuous, between benefits paid and revenues raised.
Until onr polltllcal system adopts ironclad budget
rules that guaranticc a unified budget balance, now and
in the future, we would do well not to flout the conven-
tion of trust-fund|accounting. Yes. it may be artificial.
But right now, it’s the only thing we’ve got. ]
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MEMORANDUM

TO: Interested Parties é/ January 5, 1997
FR: GeneS. and Chris J. |

RE: Pear's NY Times Article on Medicare Premiums/Home Health Policy

;

‘Attached are DRAFT talkmg points and Q&As to help respond to inquiries
about Robert Pear's Sunday NY 7imes article on Medware premiums and our
home health care policy. Our position, of course, is to not comment on any
specific item in the upcoming budget. However, the enclosed should help

- respond to general questions about the article and our home health care policy.

We anticipate a number of press and Hill 1 mqumes followmg—up on this article.
Please review and provide any edits to Chris J. by 10:00 am tomorrow morning.

|




'DRAFT

TALKING POINTS ON NY TIMES' MEDICARE PREMIUM STORY

(General: We do not comment on any element of the budget before 1t is released by the
President.)

PREMIUM INCREASES. It is no secret that the President reviews every Medicare

option with a sensitivity to how proposals will affect beneﬁclanes Recent Census ] nwd Aath >
Bureau data reveals that fully two-thirds of older Americans have incomes less than $25,000. Y ¢ A &s Lo
Moreover, the Urban Institute has recently estimated that the elderly already spend over one- 3/(1

fifth of their out-of-pocket income on health care.

INTEGRITY OF PRESIDENT'S HOME HEALTH CARE Al\ID BALANCED BUDGET
PROPOSALS. The President's clear and overriding goal is to balance the Federal budget by
2002, extend the life of the Medicare Trust Fund until the mrdd]e of the next decade, and to
protect our values. His upcoming budget proposal will achieve all of these goals The home
health policy mentioned in the NY Times is also consistent with these goals. It is good
policy, has received bipartisan support, and makes it poss1ble to strengthen the Trust Fund
without indirectly harming beneficiaries through excessive hospital, doctor and other provider
cuts. While the policy reallocates a portion of Trust Fund expend1tures into general revenues,
E it does so in the conte%(t'fﬁl%%at strengthens Medicare and eliminates the deficit.

";,Lw-h scefipo it .-s'l"ss
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e GOOD POLICY. The home health provisigh is good pohcy because it focuses on
one of the most costlv services in Medicare; )home health services in excess of 100

. Visits —l@ most rapldly increasing part of the bene have no place in Part A 9’(%"‘__/}1
side (the Hospital Insurance Trust Fund) of the program. In combination with the

~ Administration's proposal to establish a new prospective. payment system for home -\ {_\M
health care, the proposal would constrain the growth and utilization of this benefit. SR
| P B - N L

K BIPARTISAN SUPPORT. The home health policy mentloned in article has been SW‘S‘W
" supported by Republicans and Democrats, and is not new l%%aﬂ%a%me portion
of home health care expenditures th ith more chronic care was a
proposal included in our last budgetatm in the House-passed budget
3" 3 ;‘1 — in 1995 -- a proposal that virtually every Repubhcan House Member voted for --
X

including Ways and Means Chairman Archer and his Health Subcommittee Chairman,
o kw\\7 Bill Thomas. In fact, a similar allocation of expenditures was the law of the land
MRS ' prior to 1980. :

policy would necessitate excessive. Medicare cuts that would threaten quality

.~ health care for millions of beneficiaries. In addition to desire tg focus attention on
home health care, we advocated the home health proposal |last year ecause it
enabled us to strengthen the Trust Fund without excessivel cuts in hospltal phys101an
nursing home and other important prov1der payments

AN L Vi ks (atriess 37 (72" is = 54..1} Aot flem 190 ves +< aﬁ#u
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l. . [ PROTECTS AGAINST EXCESSIVE CUTS. The absence' of the home health
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 DRAFT

_ Q&As ON NY TIMES' MEDICARE PREMIUM STORY

Isn't this home health care transfer just a gimmick that simply shifts dollars

- around and pushes out the needed tough medicine that Medicare requires?

No it is niot. The home health policy mentioned in articlé has been supported by
Republicans and Democrats, and is not new. Realloéatmg the portion of home health
care expenditures thafqare omate\d with more chronic care was a proposal included
in our last budget. ¥ was also Iﬁclu&d in the House—passed budget in 1995 -- a
proposal that virtually every Republican House Member voted for -- including Ways
and Means Chairman Archer and his Health Subcommlttec Chairman, Bill Thomas. In
fact, a similar allocation of expendltures was the law of the land prior to 1980.

Regardless of past positions on this issue, Republicans now clearly oppose it on
the grounds that it is a gimmick and is ﬂawed policy. | How can you defend it?

The home health prowsmn is good pohcy because it focuses on one of the most costly
services in Medicare; home health services in excess of 100 visits - the most rapidly
increasing part of the benefit - have no place in Part A 31de (the Hospital Insurance
Trust Fund) of the program. In combination with the Adrmmstratlon s proposal to
establish a new prospective payment system for home health care, the proposal would
constrain the.growth and utilization of this benefit. Such an intervention is long
overdue. v\ Alnt o c}o 4 W@ 5w

Even if it is defensible policy, if it is includéd in this yeér‘s budget, shouldn't it be
included in the Part B premium — like every other service in the Part B side of
the program?

I cannot comment on thlS year‘s budget before it is released However, the Pre31dent ,
is clearly concemed about any proposal's impact on beneﬁmanes Recent Census \/ :
Bureau data reveals that fully two-thirds of older Amencans have incomes less than

$25,000. Moreover, the Urban Institute has recently @stlmated that the elderly already
spend over one-fifth of their out-of-pocket income on hea]th care.

Doesn't this policy simply add to the deficit, which would require even greater
contributions from taxpayers to support the program?

While the pohcy reallocates a portion of Trust Fund expendmlres into general

revenues, it does so in the context of plan that strengthens Medicare and eliminates the
deficit. His last budget did just that and his next budget will do the same.

:




I. Policies Already Agreed to, or Already Being Undertak(’an
A. Legislative proposals | !
1.

2.

B. Regulatory/administrative initiatives

1.

3.

b \4..@.,( N Teensls Bl

ACHIEVING EXPENDITURE AND OTHER ‘CONTROLS
ON THE MEDICARE HOME HEALTH BENEFIT.

Eliminate periodic interim payments (PIP);

Payment for home health services at location where| service furnished;

. Payment reform (FY 1998-2000): modification of cost limits and imposition of

annual per beneficiary payment limit;

Payment reform (beginning in FY 2000) implementation of prospective payment
system;

. Codify definitions of “intermittent” and “part-time :or intermittent” skilled nursing

and home health aide services to conform to current practice.

Revised conditions of participation to improve quallty of care and protect program

integrity by: !

mandating agency quality review and performanc!e improvement programs;

strengthening care planning and coordination of serv1ces

safeguarding continuity of care;

criminal background checks as a condition of employment for home health

aides;

limit subcontracting of skilled services.

o assessment of need for home care (provides a basis for more effectively auditing
eligibility factors such as “intermittent” and “hopebound”);

|

© 0 0o O

o

. Operation Restore Trust survey initiatives (enhanceﬂ surveys on facilities for

which allegations of questionable activities have been received or that may have
inappropriately billed Medicare; sharing of mformatlon between regional home
health intermediaries (RHHIs) and surveyors; training surveyors to assess patient
eligibility);

Targeting survey resources toward poor performing agencies;




4. Imposing civil monetary penalties on physicians for false certification of home
health services;

5. New beneficiary pamphlet and video o1 .he home health benefit (qualifying for
home health care, what is and is not covered by Medicare, what is a plan of care,
how long will services continue, what can a beneﬁcflary be billed for, how to find
an approved home health agency, and detecting and reporting aberrancies and
fraudulent practices); |

6. Introducing a Notice of Utilization for home health fpatients (due to the significant
success of pilot, HCFA will begin sending NOUs to all home health beneficiaries
in early 1997);
7. Physician education (public service announcements and other materials to educate
physicians and their staffs regarding developing a plan or care, monitoring patient
progress, and detecting fraud and abuse).

1L, Additicnal Proposals for Consideration

A. Legislative proposals

1. Redefine “homebound” definition by adding several calendar month benchmarks
to emphasize that home health coverage is only ava11able to those who are unable
to leave the home except with the assistance of another individual or the aid of a
supportive device or for whom leaving the home is medically contraindicated (for
example, the beneficiary’s condition would have to restrict his/her ability to leave
the home for more than an average of from 10 to 16 hours per calendar month for
reasons other than to receive medical treatment that|cannot be provided in the
home);

2. Cover therapy visits under Part A only. (No covered visits under Part B);

3. Secretarial authority to make payment denials based on normative service
standards based on experience;

4. Tighten definition of “intermittent” and “part-time or intermittent” skilled nursing
and home health aide services;

5. Eliminate § 1879 limitation on liability protection for HHAs;




B. Regulatory/administrative initiatives

1. Require bonding for Medicare certification;

DRAFT January 2, 1997
G:\MEDPARTA\JOHN\CONTROL.HH$
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C DEPARTMENT OF HEALTH & HUMAN SERVICES ‘* ’ . " Health Care Financing Administration
l

The Administrator
Washington, D.C. 20201 -

0cT 29 199%

NOTETO: Kevin Thurm 1
Nancy Ann-Min :

This is a follow-up note to our previous note concerning a corfection to the budget neutrality
factor used in the computation of the home health agency cost limits effective for cost reporting
periods beginning on or after July 1, 1996. We released a Prograr'n Memorandum instructing our
fiscal intermediaries to correct a techmcal error that occurred in the calculation of the budget
neutrallty adjustment. ' - : t ‘

We have been informed by our actuary that another error has been detected in the calculation of
the budget neutrality adjustment. In calculating the budget neutrahty factor, we should have .
deleted from the database those agencies having a wage index that could not be matched with a
1982 hospital wage index. Instead, sixty-six agencies out of 4, 987 were treated as having a cost
limit of zero rather than being eliminated from the calculation. After making the correction, the
budget neutrality factor should be 1.078. The correction does noti change the impact on home
health outlay projections, since the correct factor is implicit in the |home health baseline.
We apologize for the error. We will be mstttutmg additional quahty checks to help rmmrmze the
chance of error in the future. - o | :
—~ o
We are issuing a corrected Program Memorandum to revise the bddget neutrality factor that was
previously sent to the fiscal intermediaries. The industry has continued.to comment on the revised
factor indicating that it still appeared too low. Although this further revision affects the costs of
only an estimated 32 % of the providers, a quick correction is needed to assure no-unintended
damage is done by delayed payments. :

We will be happy to handle any inquiries that may arise. Please let me know if you need further
information. :

Administrator

cc: Chris Jennings 1/




September -18, 1996

- TO: ' Carol H. Rasco
FROM: Diana Foftuna&??p;
CC: .Chris Jennings

'Bill White

Attached is the HHS/HCFA statement on home and community based care
and consumer choice that we heard about from the Robert Wood
Johnson folks the other day. I recall now that this statement was
done after some negotiations between HCFA and ADAPT.

Chris: I thought you might be interested in‘it.

Bill: I thinkAyou have seen this.
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DATE: May 15, 1996
FROM: Administrator» ' o .

SUBJECT: Promotion of Home and Commumty-Based Semces] in the Most Integrated
- Setting

TO: Regional Administrator
RegionsI-X -
Attached is a copy of a statement jssued: by Secretary Donna Shalala supporting the principles of
home and community care, consumer choice, and self detenmnanon As you know, the Health
Care Financing Administration strongly advocates consumer choice }m determining utilization of
long term services and supports in the most integrated setting possible.
. ‘ : ‘ ' L
Please share the Secretary’s statement with the states in your region:. _Consistent with this
direction, I encourage you to assist the states in the development and implementation of home and
community-based services. I am asking Central Office staff to work closely with you to provide
any technical assistance you or the states need to stimulate the deve!opment and improvement of
walvers to maximize customer choice and aliow states flexibility to z;.dminister such programs,

Over the past year, we have initiated dialogue with consumer advocfacy groups across the
country, including Americans Disabled for Attendant Programs Today (ADAPT), Family Voices,
United Cerebral Palsy, and many others. This initiative has resulted in the identification of many
issues concerning individuals with disabilities. Many of these issues; have been resolved through
discussions between the involved consumers, the Regional Offices and ‘appropriate state agencies.
In several states, new waivers have been developed as a result of these discussions. I have
requested Paul Mendelsohn of the Office of Beneficiary Relations (410-786-3213) and Mary
Clarkson of the Medicaid Bureau (410-786-5918) to coordinate thls activity for me.

Mr. Mendelsohn and Ms. Clarkson will work closely with staff from Region VIII, which is the
regional office focal point for the ADAPT Initiative.

This Agency and Department are committed to providing every dpgortimity possible to maximize

customer choices in the long term care arena. I appreciate your attention, support and
cooperation.

- Bruce C-. Viadeck

Attachment
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STATEMZENT BY HHS SECRETARY DONNAEj SHALALA

SUPPORTING THE PRIN CIPLES OF HOME AND COMUNITY CARE
AND CONSUMER CHOICE AND SELF-DETERMINATION

I want to take this Opportumty to reaffirm our support for the princi;]:les of emphasizing home and
community based services and offering consumers the maximum amount of choice, control, and
flexibility in how those services are organized and delivered. Spemﬁcally, we support the
principles of:

e promoting greater control for consumers to select, manage, and direct their own personal
artendant services; I

. expanding 'community-based, non—institutionai supports; I
Co
. 'promotmg the use of functional assessments to determine eligibility for home and
community based services; :

+ . offering oppox‘mmtaés for states to: (a) provide services in both in-home and out-of-home
locations; (b) provide services at any time dunno the day or night; and (c) offer back-up
and emergency services,

. .experimenting with alternative ways to finance services (su‘clh as vouchers and direct cash
~ payments) in addition to the traditional agency-based rnodel;; ’

. encouraging the use of alternative providers, inc udmg informal providers such as friends
and relatives, . 1

. developing new ways to help.consumérs train and manage their attendants;

. demonstranng a commitment to the quality of life of the peopie who provxde attendant -
care; and |

. encouraging the use of agreed-upon individualized plans for? attendant care.

1

The Administration has been steadfast in its support for commumty care for people of all ages
who have disabilities. We know that most people prefer home and ‘commumty supports and we
are pleased that many states are moving aggressively to use their own funds and federal support
to improve the qual:ty of life of people who use these supports and those who provide them,

We also recognize that the vast ma_]onty of home and community care today is provided by family .
members and friends.  They are there because they choose to be there to support their loved ones.
But they need some support and reinforcement. One of the key ways government can help

families is to offer some relief, in the form of home and community; based services.
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Workmg with the Governors and with consumers and advocacy groups, we have made a number
-of key regulatory changes over the past two years that demonstrate our strong view about
offering incentives for states to expand community based care. Desplte grave threats of erosion
of the fundamentdl structure of the Medicare and Medicaid programs, We continue to pursue
ways to encourage this movement. i

The Department of Health and Human Services is also pursuing an ambitious research and
demonstration agenda to find imaginative, new ways to maximize cor}lsur,ner choice and self
determination. Many of the elements of this research agenda will have the immediate result of
helping many people receive the supports they need. We will, for example, look at new ways to
help consumers hire, train and manage their attendants, at alternative ]providers, and experiment
with offering consumers cash instead of services. |

1 take great pride in being part of an Administration that promotes th‘ese basic principles. Iam
p!eased that we have made so much headway in moving toward their reahzanon although I
recognize that we still have much work to do. I continue to appreCLate the opponumty to work

- with the disability community as we work toward our common goals.

‘ , TOTAL P.04
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THE TRUTH ABOUT THE HOME HEALTH CARE TRANSFER

Some representatives of the home health industry are attempting to scare Medicare beneficiaries

by claiming that the President’s proposal would be damaging to those beneficiaries who use home health

care services. The industry’s claims are false. The home health care transfer makes good policy sense
and is a responsible way to help extend the solvency of the Hospital Insurance (HI) trust fund. In fact,
the transfer reduces the amount of traditional cuts that would have to be made from Part A to extend
the life of the trust fund to the year 2006, thus protecting home heaith, hospital, and nursing home
providers from excessive Medicare cuts. Virtually every Repubhcan Member of the House of :
Representatives, mcludmg Newt Gingrich, Dick Armey, John Kasmh Bill Archer, and Bill Thomas,
voted for this concept in the fall of 1995 when they passed their budget reconcilation bill. The

followmg sets the record straight. %

Claim: The policy would rob Americans of 855 billion in health insurance under Medicare Part A
while requiring them 1o continue (o pay the same amount in Medicare payroll taxes.

Fact: The policy would not rob any beneficiaries of any health insurance coverage. Beneficiaries
would receive exactly the same home health care coverage that they enjoy today. Part A would pay for
some of the services, and, as with current law, Part B would pay for any services that are not financed

by Part A. {

Claim: The policy would double bill Medicare patients who have alréady purchased home health
coverage under Medicare Part A thr ough payroll taxes and would have (o pay for it again through
increased income laxes. :

Fact: Beneficiaries would in no way be “double-billed” for aﬁ;’ home health care services they
receive under the Medicare program. Beneficiaries do not “purchase” a particular Medicare benefit,
such as home health care. Payroll taxes, federal income taxes, and Part B premiums paid by
participating Medicare beneficiaries all contribute to the current and future operation of Medicare.
Beneficiaries are entitled to the full range of Medicare benefits they need by virtue of their eligibility for
Medicare, not by virtueof the amount they have paid in payroll taxes. The President’s proposals to
preserve and improve Medxcat e do nothing to change this fundamental fact.

\5

Claim: Thé policy would increase the cost of health care by di scouraging the use of home health
services as a substitute fm more expensive institutionalization and increase home health agency
admmn/) ative costs nec essary to bill and collect from two di ffere;Tf types of insurance plans.

Fact: The proposal would not discburage the use of Medicare home health services and would
not increase health care costs. The proposal would establish a mechanism by which some home
health visits -- including those that follow a hospital stay -- are financed by Part A, and all other visits
are financed by Part B. This would return the home health benefit that is paid for by Part A to its
original pre-1980 design as a post-acute care benefit, while home health visits that are not’linked to a
prior hospital stay would be paid for by Part B. - o :




The proposal would not alter any of the eligibility or coverage rules!related to home health care. So,
just as under current law, no beneficiaries would be required to have a hospital or other institutional stay
prior to receiving the Medicare home health benefit. 1f a benefi ciar'y happens to be hospitalized before
receiving home health care, then the first 100 home health visits wou]d be financed by Part A. If there is

no prior hospltahzatlon Part B financing would step in.

Whether home health care visits are financed under Part A or Part B or bofh; home health agencies
should not have to alter the way in which they bill the Medicare program undér the President’s
proposal. * '

 Claim: The proposal would reduce access to care by rendering home health vulnerable to the Part B
copayment and premium increases.

. Fact: The President’s proposal would not in any way reduce access to the home health benefit
and would not change current law with respect to Part B copayments and premiums. The
proposal makes it absolutely clear that the transfer of some home health financing to Part B would not
and cannot result in an increase in the Part B premium. Furthermore, the proposal makes it clear that,
as under current law, there would be no copayment related to the home health benefit. The President’s
proposal would help restore the fmanmally vulnerable HI trust fund wnthout imposing any new costs on
Medicare benehclarxes . ' %

It is misleading to suggest that a benefit financed under Part B must be accompanied by a copayment.
The fact is that some Part B benefits do not have a copayment. Sorrf]e, but not all, Part A benefits
require beneficiary cost-sharing under current law. So, in reality, no benefits are more or less vulnerable

to copayments because of their particular placement in the Medicare insurance programs.

sae

Claim: The proposal is an accounting gimmick that does not 1eduae the federal deficil, cmd lt
obscures the underlying causes for the Part A trust fund’s financialproblems.

Fact:  This proposal i$ not a gimmick -- it is a responsible and desirable reform. The President’s
proposal to transter a portion of home health financing from Part A to Part B makes good sense and, in
fact, a similar proposal was approved by the House of Representatives last year when they passed their
budget reconcilation bill. Unfortunately, that bill also included unnecessarily deep cuts -- $270 billion --
in Medicare, and policy changes that could substantially increase beneﬁcnary costs. The President had
no choice but to veto this bill.

Medicare Part A was originally designed to finance short- term recuperatlve post-acute care services.
When OBRA-1980 eliminated Part A and Part B visit limitations, anlumntended consequence was to
burden the Part A Trust Fund with approximately 99 percent of the financing for the home health
benefit, regardless of whether visits are of an acute care or chronic care nature. The President’s
proposal recognizes that Part A covers post-acute care services and fallows Part B to finance all other
home health services, just as was intended and implemented before 1980. E

July 1, 1996

»
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EXECUTIVE OFFICE OF THE PRESIDENT

28-Jun-1996 06:14pm

TO: ‘Nancy-Ann E. Min
FROM: Anne E. Tumlinson
Office of Mgmt and Budget, HD
CcC: Christopher c. Jennings
CC: Barry T. Clendenin
CC: Mark E. Miller
cC: Caroline B. Davis

 SUBJECT: Home Health Shift Talking Points

We have transmitted your comments on the home health shift talking points to
OLIGA., We wculd like to raise one issue to your attention. /

One change you have made would say, "The President’s proposal to transfer a
portion of home health financing from Part A to Part B to restore the home
health benefit to its original concept not only makes good sense...' OLIGA
staff noted that when the Secretary used similar language to discuss thise
policy, she was criticized because the original poliecy included Part B home
health benefit in the Part B premium whereas the President’s plan does not.

OLIGA staff propose using the following, "The Premsident’s proposal to transfer a

portion of home health financing from Part A to Part R makes good sensze..."

Mark and I agree with'OLIGAfpropcsed language. Please let us know if you agree.

202456648738 2
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i deﬁmtely consxdcnng change Repubhcan

&dem felt that snmply tellmg voters to throw -

- The entire home health
\ industry is united in strong
E S'“ﬂmg Home Health To Med'm P‘m opposition to this|policy.
B Hurts Patients : BN On behalf of the patients
. Limiting hhdxcate PanA home health éov y we serve, we urge you to
erage 0 “post-hospital” services and shifting - drop this proposal.
- the bulk of the coverage to Medicare Paxt B is’ THE PPSWORKGROUP
damaging (o patients and those who serve . '

: {
NATIONAL ASSOCIATIONS

American Federation of Home
Health Agencies 1

Home Health Services and
Staffing Association

STATE ASSOCIATIONS

Associated Home Health
Industries of Florida !
Capital Home Health

' Association
. erage under, Mﬁdlm Part A thmugh L California Association 1mvr

~ Medicare paymll taxes and would have Health Services at Home . P
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‘ W 3 . New York State , . )
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ELE 1tunmwssarﬂy mmmses the eostof e Msassgglghfgeas ; N ; The Rm
. health éare by dlsoouxagmgthe useof f Home Care Alliance of Maine Y S
o ho:m health services as‘a LSSl Illinois Home Care Council B ’Ith coutercnoe will exan
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BUYING TIME FOR MEDICARE

Marilyn Moon'

In anticipating likely proposals for the Medicare program from the Clinton
Administration, it has become fashionable for budget experts and lawmakers to refer to the idea
of shifting Medicare’s home health care benefit from one part of the program to another as
merely a “gimmick” because it does not help to balance the federal budget (news articles, Jan 5
and 10) But that misses the point.

Shifting home health from Part A of Medicare to Part B is needed to help delay the
exhaustion of Medicare’s Part A trust fund, buying enough time to consider what long term
changes make sense for the Medicare program. No combination of rgésonable options for
slowing the growth in spending on the program will achieve the full amount of short run savings
needed to extend the life of the Part A trust fund for more than a year or two. The home health
shift -- or some equivalent policy change -- is necessary to supplement other changes.

Medicare’s Part A trust fund pays for hospital and related care for persons age 65 and
over and those with disabilities. It is financed mainly by payroll taxes. In 1996, spending on Part
A grew faster than the revenues coming into the trust fund. Like a family that spends more than
it earns, Medicare is dipping into its savings in order to keep paying the hospital and other bills
of its beneficiaries. |

If left unchecked, the trust fund for Medicare will be exhausted by 2001. And by the end

'Senior Fellow, The Urban Institute. This opinion piece is that of the author and does not
necessarily reflect the views of the Urban Institute, its board or its sponsors.

1



of 2003, the gap 1s projected to be over $200 ‘billion.

Efforts to address this gap need to bégin immediately, but aggressive attempts to solve the
problem only through cutting payments to hospitals and other providers of care or reducing
benefits would do real harm to the Medicare program. These changes would have to go well
beyond slowing the rate of growth of spending. To close the gap in fiscal year 1998, Medicare
Part A spending would have to fall by about 15 percent -- a feat that none of the usual set of cost
savings proposals could achieve.

In addition, subjecting Medicare to major restructuring may not be the answer if it merely
shifts the problem onto beneficiaries. Massive changes are underway in the overall delivery of
health services and private insurance arrangements for younger families, much to the discomfort
of many. Even healthy people are having difficulty in adjusting to the world of man‘aged care,
and the rules seem to be constantly changing. More time is needed to assess the impacts of the
changing marketplace before locking in changes for Medicare. Further, if incremental reforms
begin to slow Medicare growth to more reasonable levels, less restructuring or other changes
might be needed over time. Reforms will be needed to preserve the Medicare program, but we
need time to consider how to get it ri gnt.

What then does maké sense? First, efforts should begin immediately to make sensible
changes in the Medicare program under both Parts A and B. Examples of chnnges in the
traditional program -- many of which have been proposed by both Republicans‘ and Democrats --
include moving the system used to pay home health benefits away from paying for reported costs
to establishing fixed prices, and reducing the level of payments for hqspital care to levels in line

with the discounts being negotiated by private insurers. Improving the managed care option by



reforming how Medicare establishes premiums while encouraging further enrollment also makes
sense. These reforms will help extend the life of the trust fund and balance the federal budget.
But these changes take time to become fully effective and once implemented, mainly slow the
rate of growth of the program over time.

Thus, it is also necessary to look for other adjustments in addition to cost savings options
to close the gap between spending and revenues and to extend the life of the Part A trust fund.
Shifting home health from Part A to Part B would have an immediate impact on narrowing the
gap.

In addition, since Part A largely covers institutional care, home health fits in more
appropriately with physician and other services provided in the community that are associated:
with Part B. Originally, home health services were offéred under both parts of the Medicare
program, so moving some or all of this service to Part B would not be unprecedented.

Why then has such a seemingly minor isgue become a sticking point about proposals to
change Medicare? It is because such a proposal belies the claim that “saving” Medicare can only
be done by cutting spending on the program. Opponents to the shift point out that it does not"
help balance the federal budget. But that is not why it is being proposed. Indeed, if the only .
allowable solutions to the trust fund problem that Medicare faces are cuts in spending, then we
are in danger of having the cure of “saving” the trust fund kill the patient. Shifting the h(;me
health benefit can play a constructive role in buying time for an orderly consideration of longer

range solutions to Medicare’s problems.
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HEALTH CARE FINANCING ABM]NISTRATION : -
OFFICE OF LEGISLATIVE AND INTER-GOVERNMENTAL AFFAIRS .

MEMORANDUM

TO: Chris Jennings
: Nancy Ann Min, OMB
Mark Miller, OMB -

FROM: Dehbie Cha Q

DATE: June 25, 1996

RE:. Request Your Review and Clearance of Letter from Bruce Viadeck to NAHC re:
Clarification of Secretary’s Testimony on Home Health Transfer

The 6/14/96 NAHC Report (from the National Association for Home Care) discusses Secretary
Shalala’s 6/6/96 testimony before the Ways and Means Commuttee regarding the transfer of home
health financing. We have carefully reviewed the hearing transcript obtained from Ways and
Means and determined that the Report an‘.mle (attached) misquotes the Secretary and takes her
comments out of CUntext

We drafted the attached rebuttal letter from Bruce Viadeck to set the record straight. This draft
response has received clearance from all HHS components. ' \ e

We ask that you review this draft and provide any comments to John Hammariund (690-
5512) of my office by Friday noon, June 28, at the latest. We would like to send the letter
to NAHC at the end of this week.

* Thank you.

cc: Richard Sorian, ASPA
Peter Garrett, OMA
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Ms. Dana Sacks

Managing Editor

NAHC Report _
National Association for Home Care

228 Seventh St SE
Washington, DC 20003

Dear Ms. Sacks:

- 1 write to take strong exception to NAHC Report’s recent characterization of Secretaxy Donna
_Shalala’s June 6 testimony before the House Ways and Means Committee and, in particular, your
suggestion that the Secretary i is willing to take the Administration’s home health benefit transfer

off the negotiating table.

According to the transcript of the Sacretary’s testimony, the Secretary emphatically stated that the
Administration is not prepared to take any proposal off the table before negotiations between the
Congress and the Administration resume. The Secretary emphasized that the Administration
believes there are areas of common ground between the Republican Medicare reform plan and
that of the President. The home health transfer was cited as one of those areas. Indeed, as the
Secretary pointed out in her responses to questions from Committee Republicans, a similar pohcy
proposal was included in the HOuse-passed budget reconciliation bill in 1996. -

, Regardmg the Secretary’s comment that she was “sorry [she] stepped into it,” the transcript.
makes clear that the Secretary was not apologizing for advancing the home health transfer
proposal. Instead, the context of the discussion shows that the Secretary was regretting the rather
unseemly discussion led by Committee Republicans that ensued after she cited the home health
transfer as an example of common ground

There are sound policy rationales for the Administration’s proposal to transfer financing of a
portion of the home health benefit to Part B. Medicare Part A was designed to finance short-
term, recuperative, post-acute care services. An unintended consequence of the OBRA-1980
elimination of Part A and Part B visit limitations was to burden the Part A Trust Fund with
approximately 99 percent of the financing for the home health benefit, regardless of whether visits
are of an acute care or long-term care nature. By capping Part A financing of Medicare's home
health benefit, the Administration would be saving the financially vulnerable HI Trust Fund
approximately $56 billion (using CBO's assumptions) over FYs 1996-2002 without imposing any
additional costs on Medicare beneficiaries. A transfer of home health financing would also leave

open to us the opportunity to build, in the future, a more appropriately designed leng—term care
home health benefit.

I understand that NAHC has concerns about the home health transfer policy and we are prepared
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to listen and openly debate the issue. 1 wmﬂdbe-h&ppmfxplma—m«grm.mwau@nales
for this proposal and would & iate-the-opportunity to set the record strajght 0w B Se i >

Sincerely, | He /MMNxdno‘»a«‘(r.
. VAS*Ndn» o J“L«‘if‘
Bruce C. Vladeck \OJwR

cc  ValJ. Halamandaris, NAHC President
Kaye Daniels, Chairman of the Board, NAHC
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Number 665 « June 14, 1996

| Wa s and Means Connmttee Slams Part A

To Part B Shift

Shalala Says “Tm &nylPutFmo&dﬂzel ”

ouse Ways and Means Committee Republica
lambasted the Administration on June 7, for its propos-
-al to shift most of the home care funding from Medicare Part
A 10 Part B. Secremary of Health and Human Services Donna
Shalata seemed 1o back away from that proposal. Secretary Sha-
lalaand Secretary of the Treasury Robert Rusbin, both Medicare
Trustees, were. called before the panel o discuss the Trustees
annual report that shows that, absent major policy changes, the
Medicare Part A (Hospital Insurance) Trust Fund will be insol-
vent by the year 2001 {ser related story, page 7).

MR- NEWSATA GIANCE

After intensely critical ques- [
tioning, Shalala told the Com-
mittee, “T'm sorry [ put forward the

home health ransfer, There is a
policy argument to be made for §
the change, but let’s go forward
instead with what we agree on.”  EEEEEHENSEENS ,
Representative Bill Thomas } - gocrerary of Hegith and Human
{R-CA), chair of the Ways and = Services Donng Shalgla
Continyed on poge 2

‘Home Cure Industry Briefs Senate Finance -

Caommittee On Unified PPS Plan

The Mationa! Associotion for Heme Care INAHC) and the Prospective
Poyment System [PPS] Workgreup recently held o briefing on the home
care industry's Revised Unified PPS for Senate Finarce Committee stoffers.
The Senate briefing on this new proposal tor a Medicare PPS for home
care wos sponscrad by the Finance Commitiee, which has jurisdiction over
Madicara Approximeately 25 key Senate stoHers cﬁendad the Senate brief-

ing. page 4.

NAHC Meets with Forum of Stafe Associations
Regulatory Advisory Committee on Physician
Referral ssue

On June 7, NAHC invited representatives from the newly created Forum
of State Assosiction Regulatory Advisory Committee to Washington, DC,
to discuss physicion certification reguiotions. This meeting was the second

sentatives from freestanding and hospital-based agencies met in
Wcshmgron 0C, to express thair concerns about physicion fncncaol
relotionships with home care ogancies, page 4.

Medicare Trustees Project Trust Fund Insolvency by
FY 2001

In their andual reper relecsed June 5 the Medicare Trustees stoted thot
the Medicare hospita! insurance trust fung foces bankruptey sarly in
201, o year sarlier than formerly projected. The repor clso stated that
the Social Security Trust Fund will ecomae insolvent by 2029, also a year
sooner than expacted. Secretory of Mealth and Human Services Danne
Shalala, in dalivering the report, cited three main reasons for the wors.
ening of tha truet fund's fiscal health, page 7.

Natigno! Assog! o‘lon 1y ,Hor"e Care * 228 Sev

in @ series of meetings NAHC is holding on this issue. Last week repre- -

Study Predicts Block Granting Medicaid Would -

Lower Current Funding Levels by $230 Billion

A recent study conducted by the Center on Budget ond Policy Priorities
cancludes that the combined effect of black granting federal Medicaid
dollars and reducing state maiching funds—as propased in the current
Republican Medicaid proposal—would lower eurrent Medicaid funding

‘lavels by as much as $250 billion over six years, page 8.

HCFA Publishes Proposed Notice for Changes to
Physician Payment

The | .20ith Care Fnancing Administration is sseking comments on proposed
changes 1o work relative unirs [RVLUS) affecting payment for physician ser-
viced The Medicore program establishes payment for physician services
through o fee schedule, page 9. _ -

HCFA Responds to Request for Poltcy lnfetpmhhon
for Skilled Nursing Services Cumed Outbya

" Physician, page 12.

Jacobs to Infroduce Waiver Legislation
Representative Andy Jabobs [D-IN) has agreed to introduce leg-
islation to retroactively reinsiate and moke permanent the pre-
sumptive status of the waiver of liokility fcsr home care, hospices,
and skilled nursing facilities. :

Jacobs this week sent a letter 1¢ the full House of Represen.
-tatives inviting Members of Congr&ss to ioin hum in introducing
the bill. :

Calior write your Member of Corgress today 1o urge him or
her 10 cosponsor the Jocobs waiver of licbility legislation.

W

th Street SE, Washington, DC 20003 « z_CQ 547- 74?4 Fer 202/547 3540 * http weawnohcorg
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"Gonﬁnued from front page

Means Health Subcommitee, criticized
the Administration for offering a plan that

would shift 100% of the costs of a bene-

fit—hornc care—to taxpayers, 3 move
he saw as “unprecedented” in Medicare's
history. While the Administration has
been supporting the proposal by sug-
gesting that it is merely returning the
home care benefit to its pre-1980 place
in the Medicare p , Thomas point-
ed out that before 1989, the home care
Part B benefit also included copays,
deducdbles, and was financed in part
by the Part B premium,.

Representative Nancy Johnson (R-
CT), who described herself as "a strong

“advocate of horne care,” said that she felt -

a “public trust to manage Medicare in
a way 10 ensure home health care wili
be there.” Rep. Johnson used informa-
ton from the Congressional Budget
Office ro show that if the home carc
benefit were moved to Part B and paid
for in part through the Part B premium,
premiums would jump $15 per month
by the year 2002. Today, the monthly
Part B premium is $42.50. By 2002 the
premium is expected to reach $54.70.
However, if $55 billion of Medicare
home care funding is shifted to Part B,

the monthly premium would hit $69.50
in 2002. '

Shalala pointed out that the Part A
10 Part B shift was approved by the House
during last year's budget ight and that the
Presideat’s proposal would shelter the
Part B home care benefit from copays,
deductbles, or Part B financing,

Shalala told the
Commitiee, “There
is o policy argument

1o be made for the

change, but let’s go
forward instead with
what we agree on.”

Upon ﬁlrﬁzeﬂ;uesﬁozling by Com-

'mittee Republicans, Secretary Shalala

pressed for bipartisan agreement on
moving forward to address the Medicare
insolvency problem. She pointed out

that, for example, both Congress and

the Administradon suppo-1 a prospective
payment system {PPS) for home care.
The difference between the two

approaches centers on the transition

- period in reaching a PPS. She urged

Congress 10 set aside provisions in dis-
agreement, pass today what Congress
and the Administration agreed on, and
leave the longer term, more difficult
issues to a hipartisan comrmission,

Represeniative Amo Houghton (R-
NY), also a Commintee member, pointed
out that the $35 billion home care trans-
fer was one of the biggest differences
between Congress and the Adminisua-
dor. "But thatwill be ken off the mble,”
he asserted. The real question, Houghton
pointed out, is what to replace the $55 bil
lion in cuts with.

Chairman Archer asked Shalala if
they could agree to drop the Part A to Part
B shift vansfer proposal, Secretary Shalala
declined to make that commitment, stat
ing that the Administradon wanted at
least 1o have the opportunity to make
the policy arguments for the Part A to Pant
B shift while at the negodating tabie,

NAHC will continue its high visibit-
ity efforts to keep home care in the Part
A program and urges its members to
keep the pressure up by writing their
Members of Congress (o voice opposition
to the proposed shift from Par A 1o Part
B of Medicare.

TOTAL P.G6&
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June 11, 1996

The Honorable William J. Clinton
President of the United States

"~ The White House

1600 Pennsylvania Avenue, NW.
* Washington, D.C. 20500

. Dear Mr. President:

The release of the report by the Trustees on the actuarial soundness of the Medicare (Part
A) trust fisnd will undoubtedly prompt discussions of how to restore solvency to the system while
_minimizing adverse consequences to beneficiaries.

‘ In these discussions, we urge you not to insist on your proposal to shift a porhon of the
funding of the current home health care benefit from the Part A to the Part B trust fund. Sucha
proposal addresses neither the recent increases in Medicare spending for home care nor the basic
problems of the Part A trust fund. In addition, the proposal could lead to an increase in costs and
a reduction in services to the very elderly who nced home care services the most.

The home care industry has joined together to devise a proposal which would provide
important budgetary savings by reforming the basic methodology for payments to home care
providers. The timely enactment of this “prospective payment system” is far more preferable than
simply shifting costs from one trust fund to another. :

We, the undersigned state health care associations, look forward to working with your
administration to enact nceded home care payment reforms and are also united in our opposition
to the “Part A/Part B switch.”

Sincerely,

Associated Home Health Industnes of Florida, Inc.
California Association for Health Services At Home
Hawait Association for Home Care

" Home Care Association of Colorado
Home Care Association of New York State, Inc.
Home Health Assembly of New Jersey
Home Health Care Alliance of Wyoming
Home and Health Care Association of Massachusetts
Home Health Care Association of Nevada
Illinois Home Care Council
Indiana Association for Home Care, Inc,
Michigan Home Health Association
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Minnesota HomeCare Association

New Mexico Association for Home Care *
North Carolina Association of Home Care
Ohio Council for Home Care

Pennsylvania Association of Home Health Agenmes._

Texas Association for Home Care
Virginia Association for Home Carc
Wisconsin Home Care Association
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June 11, 1996

The Honorable William J: Clinton
President of the United States
The White House
1600 Pennsylvania Avenue, N'W.
. Washington, D.C. 20500

 Dear Mr, President:

The release of the réport by the Trustees on the actuarial soundness of the Medicare (Part
A) trust fund will undoubtedly prompt discussions of how to restore solvency to the system while
, mmmnzmg adverse consequences to beneﬁcmnes

In these dlscussxons, we urge you not to insist on your proposal to shift a portion of the
funding of the current home health care benefit from the Part A to the Part B trust fund. Sucha
proposal addresses neither the recent increases in Medicare spending for home care nor the basic
problems of the Part A trust fund. In addition, the proposal could Jead to an increase in costs and
a reduction in services to the very elderly who need home care services the most.

The home care industry has joined together to devise a proposal which waould provide
important budgetary savings by reforming the basic methodology for payments to home care
providers. The timely enactment of this “prospective payment system” is far more preferable than
simply shifting costs from one trust fund 10 another. S

We, the undersigned state health care associations, look forward to working with your
* administration to enact needed home care payment reforms and are also united in.our oppmxtnon
to the “Part A/Part B switch.” . :

‘Sincerely,

Associated Home Health Industnies of Florida, Inc.
California Association for Health Services At Home
Hawaii Association for Home Care
Home Care Association of Colorado
Home Care Association of New York State, Inc.
Home Health Assembly of New Jersey
Home Health Care Alliance of Wyoming
Home and Health Care Association of Massachusetts
Home Health Care Association of Nevada

- Illinois Home Care Couincil
Indiana Association for Home Care, Inc. -
Michigan Home Health Association
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Home Health Shift

Proposal. The first 100 home health visits following a three-day hospital stay would be reimbursed
under Part A. All other visits, including those not following hospitalization, would be reimbursed under

"Part B. The visits provided under Part B would not be subject to the Part B coinsurance or deductible nor

would this shift impact the Part B premium. For those beneficiaries who are eligible for only Part A or

: Part B, the benefit would be financed completely by the operative part, CBO estimates that this proposal
‘would shift approximately $62 billion from Part A to Part B over seven years,

Hmfory Medicare home health was originally designed to serve as an acute benefit, but it has

* increasingly become a long-term care benefit -- in 1992, more than 10 percent of home health users had

over 150 visits.
The home health benefit has undergone many changes since the beginning of the Medicare pmgramﬁ‘

»  The 20 percent Part B coinsurance requirement for home health visits was eliminated by the
Social Security Amendments of 1972, :

» Frcm January 1973 to June 30, 1982, there was a $60 annual deductible on Part B home health

care

» Prior to Jufy 1, 1981, home health Eeneﬁts were limited to 100 visits under Part A and 100 more
visits under Part B. :

> OBRA 1980 eliminated the following requirements: (1) the 3.day prior hospitalization

requirement; (2).the SMI deductible (i.e., beneficiaries no longer have to meet the SMI
deductible before Medicare payments for home health services under SMI could begin); and (3)
' the 100 visits per year limit. e home health benefit unlimi

e ‘OBRA 1980 also permitted proprietary home health agencies (HHAS) to furnish Medicare-

covered services in States not having licensure laws. This provision inereased the number of
proprietary Medicare HHAg,

Curtently, the only beneficiaries who qualify for Part B’ ‘home health benefits are those who are not
eligible for Part A,

The House Republicans, in the Medicare Preservation Act of 1995, also proposed a limit on Part A home
health coverage. The House bill would have lumted Part A home health to 165 days of home health care

per episode of illness.

‘Rationale. Home health is one of the fastest growing Médicare benefits, with increases in the number of

visits per beneficiary driving this growth, Applying a limit to the Part A home health benefit would
recognize that Part A covers only acute care services, and the HI Trust Fund would no longer be forced
to support & chronic care benefit, Shifting some home health spendmg from Part A to Part B also would
extend the solvency of the HI Trust Fund. At the same time, moving the remainder of 2 beneﬁcnary s
visits to Part B ensures that no beneficiary would be denied home health care,

¢
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“ 'Propouls to Shife Outays and Iﬁmme Between the Medicare Trust Fu_nds‘

The two Medicare trust funds are the Mospital Insurance (HI) (Part A) Trust Fund and the
Supplemental Medical Insurance (SMI) (Part B) Trust Pund. Sinse the SMT Trust Fund is

. predominantly financed from general revenues, it cannot be thought of as a true trust fund.
Referencas to the “impending insclvency” of Medicare generally refer to the financial condition of
the HI (Part A) Trust Fund. The I Trust Fund's finencial condition is improved either by
reducing the emount of HI outlays or by increasing the amount of income to the trust fand. The
FY 1597 President’s Budget, the House-passed Meadicare Preservation Aot of 1995 (HL.R. 2425),
and the final Conference Agreemant (RLR. 2491) mcluded proposals to shift flows of ﬂnmclng '
from one Medicare trust fund to the other.

- Home Eealth Outlay Shift from B (Psrt A) to SMI {Ptrt B). The Pres:dem & FY 199’.?

Budget includes a proposat to shift certain outlays for home health-sarerseroizas- art
A) Trust Fund to the SMI (Part B) Trust Fund, Specifi , the first 100 home health visits
following & thres-day hospital stay would be reimbursed Vi ng

those not following hospltalization, would be reimbursed under SMI The visits provided under
SMI would not be subject to the SMI deductible or a comsurance charge, nor would this shift

- affect the SMI (Part B) premium.  For those beneficiariag who sre eligible for only HI or SMT, -
the benefit would be financed completely by the operatwa pa:t

‘History of the Home Health Benefl1, Medicare homs bealth was originally des'gned 1o serve as
an acute care benefit, but it has increasingly become a long-term care benefit -~ in 1992, more than
10 percent of home health users hed over 150 visits. Prior 1o July 1, 1981, home health benefits
were limited to 100 visits under HI (Part A) and 100 mere visits xmdtr SMI (Pait B). OBRA
1980 e&atxvely made the home health benefit unlimited under HI (Part A),

Rationale for Skimng Outlays, Home health is one of the fastest growing Medicare benefits,
with increases in the number of visits per beneficiary driving this growth. A.pplymg & limit to the
HI home health benefit would recognize that BI covers only acute care services, and the HI Trust
Fund would ne longer be foroed to support a chronic care benefit, At the same time, moving the
remainder of a beneficiary's visits to SMI ensures that no beneﬁcxaxy would be denied home
health care.

 House Medicare Bill Algo Included Home Health Outlay Shift from BY (Part A ) to SMI
(Part B). The House-passed Medicare Preservation Act of 1995 and the House-passed
reconciliaiton bill (HR 2491) also proposed a limit on HI home health coverage. The House bill
would have limited HI home health to 165 days of home health care per episode of illnasi. Visits
beyond 185 days would be paid by SMI. ‘

Mechanics of Financing the Qutlay Shift, Both of these proposals stipulate that the outlay
~ shift shall have no impact on the SMI (Part B)premium, s & result, all of the outlays shifted to
SMI would be subsidized out of general revenue. The srnual Federal contribution to the SMI
Trust Fund would be increased by an amount exactly equal to the home health outlays | ahzﬁed
: fmm Rl SML
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CBO)s prelnnmarv saorlng estimatas that the Mmimemuon’s proposal wr.mld shift approximately
© [ $62/killion in outlays from I (Past A) to SMI (Part B) over saven years T its October 1995 -

CHO estimated that the House Medicare bill would shift apprommatel illich tn outlays from
HI (Part A) to SMI (Part B) over the same time period. - :

Smftmg Imcome tg the HY (Pnrt A)Trust Fund

The Senste Medicars reform bl and the final Conference Agreement included proposals to
improve the HI Trust Fund's financial condition by sluﬁmz certain types of income from the SMI
(Part B) to the HI (Part A) Trust Fund. :

Senato Medicare Bill. The following amourts would have been transferred to the HI Trust
Fund: inereases in SMI premium revenue from setting the premium at 31.5 percent of program -~
costs; !ncraases;in revenue from an income-related (means testing) SMI premium; decresses in
outlays from an increase m the SMI deductible, Mechanically, this would work by creating o
permanent appropriation from the genersl fund to the HI Trust Fund equal to the cstimated
savings from the three proposals, In effect, the premium increases and cutlay savings would be
diverted from SMI to HI, with the general fund appropriation serving es & pass-through for the -
transfer. CBO estimated that these provisions would have increased the income of the HY Trust
Fund by $66.8 billion over FY 1996-2002,

Conference Agreement. The Conference Agreement adopred the Senate provisions with
modifiéetions. First, it dropped the $MJ deductible increase completely. Second, it stipulated
that the SMI pramium income shifted to the HI Trust Fund would be the amount equal to the
diffsrence between the savings from setting the premium ar 31.5 percent the savings ffom setting
the SMI premium at 25 percent of program costs, The rest of the savings (i.e.; the difference
between current law and a 25% premium) would stay in the SMI Trust Fund. As in the Senate
bill, all income from n Income-related (means testing) SMI premiurm would be shifted to the HI
Imst Fund.

CBO estimated that the income-related SMI premium would increass receipts by $2.3 billlon over
1996-2002. CBO estimated $45.5 billion in total new recelpts from setting the basic SMI '
premium at 31,5 percent of program costs, CBO did not publish an estimate of how much of this «~
total would go to the HI Trust Fund, but it is likely that most of the new receipts would be shifted
to HI because, for most of the years in the budget window, the difference between the current law
premium and & 25 pement prermum i§ mgmﬁ»..anﬂv amaller than the difference between 3 25

percent and & 31.5 pemem premium.

Shifting the flow of ﬁmds between trust ﬁ.mds has no effect on the deficit, The deficit is reduced
only by reducing total Medicare outlays (i.e., the outgo from both trust funds combined) or by
increasing total income, e.g., through a payroll tax or premium increass. The HI Trust Fund's’

" financial condition a6 improved gither by reducing the amount of FY outlays or by incmsmg the
amount of i income tothe wust ﬁmd
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June 4, 1996

MEMORANDUM FOR THE CHIEF OF STAFF

FROM: Nancy—Ann Min
Chris Jennings
RE: Medicare Home Health Policy in FY 1997 Budget

This memorandum provides you with additional background on the Medicare home health policy
in our FY 1997 budget, which was highlighted in Monday's New York Times.

Background. The FY 1997 Budget includes a proposal to restructure the way home health care
is delivered and financed in the Medicare program. Under current law, home health care is
unique in that the service is technically covered under both Part A (Hospital Insurance) and Part
B (Supplementary Medical Insurance) of the program. However, the payments are made almost
exclusively from Part A, and the benefit is not subject to coinsurance or deductibles. Not
surprisingly, home health care has become one of the fastest growing parts of the Medicare
program, growing at approximately 10.2% per year. )
History of the Home Health Benefit. Medicare home health was originally designed to serve as
an acute care benefit tied to prior hospitalization, but it has increasingly become a long-term care
benfefit. Congress has made many changes to the benefit since the beginning of the Medicare
program: : ' :

[ The 20% Part B coinsurance requirement for home health visits was eliminated
by the Social Security Amendments of 1972.

° From January 1973 to June 30 1982, there was a $60 annual deductible on Part
B home health care visits. :

) Until July 1, 1981, home health benefits were limited to 100 visits under-Part A

’ and 100 more visits under Part B. OBRA 1980 eliminated the following
requirements: (1) the 3~day prior hospitalization requirement; (2) the Part B
deductible (i.e., the relatively small number of beneficiaries who receive home
health services as a Part B benefit no longer have to meet the annual Part B
deductible of $100 before they could receive home health services); and (3) the
100 visits per year limits. OBRA 1980 effectlvclv made the home health benefits
unlimited under Part A.




Our Proposal. The FY 1997 budget proposal attempts to restructure the benefit into the acute—
care benefit it was initially intended to be. Specifically, the first 100 home health visits
following a 3—-day hospitalization would be reimbursed under Part A of Medicare. All other
- visits—-including those not following hospitalization——would be reimbursed under Part B. Under
our proposal, the visits provided under Part B would not be subject to the Part B deductible or
coinsurance, and the Part B premium would not be increased to cover these additional outlays.
Moreover, the proposal is deficit neutral; as an accountmg matter, it is merely a shift from one
Federal budget column to another.

Rationale for the Proposal. There are at least 2 reasons why our proposal makes sense.  First,
home health is one of the fastest growing areas of Medicare expenditures, with increases in the
number of visits per beneficiary driving much of this growth. Applying a reasonable limit to the
Part A home health benefit recognizes that Part A is intended to cover only acute care services
financed by the HI tax on employees and employers. The Part A trust fund would no longer be
“forced to support a chronic care benefit that has lost its link to hospltahzatlon At the same time,
moving the remainder of a beneficiary's visits to Part B (and not increasing premiums,
dcductlbles, or co—pays) ensures that no beneficiary will be denied home health care.

Second, we had a policy objective of extendmg the solvency of the Part A trust fund through at
least 2006 (a decade from now), to give us time to address the long—term Medicare financing
issues in a bipartisan manner after we had balanced the budget. In order to do this, the actuaries
estimated that we needed about $130 billion in savings from Part A over 1997-2002. In our
judgment, it is not possible to achieve savings of this magnitude from Part A without the home
health proposal or something like it (see discussion below).

To give you an idea of why this is so, consider that without the home health policy, we have
approximately $74.6 billion in savings in Part A in our $124 billion, six year Medicare savings
package, of which approximately $50 billion is from hospitals. (The most that had ever been
done before from Medicare-—including policies in both Part A and Part B--was the $56 billion,
five year package we did in OBRA 1993). Among other things; our hospital proposals reduce
the rate of increase in hospital reimbursements from Medicare down to about 1% a year--a
reduction in the rate of growth, to be sure, but we believe that the effect of all of our proposals
combined (including the Medicaid reforms) will squeeze hospital budgets noticeably.

Because the Republicans have stated that they will not accept our home health policy, and
because their most recent proposal (in the House and Senate Budget ‘Resolutions) states that they
have dropped their earlier proposal to increase the Part B premium and devote the savings to Part
A, they have to come up with approximately $130 billion totally from Part A to ‘extend the’
solvency of the Part A trust fund to 2006. There are only 3 places they can go to do this:
hospitals, skilled nursing facilities, and home health. If, as appears likely, they go where the
money is-—to hospitals—~they will have to make some $25 billion in additional hospital cuts on
top of the $73.8 billion they had already proposed. It is not possible to cut hospltals this much
without making real reductions in payment rates——i.e., hospitals would be receiving. lower
reimbursements to care for patients in real terms in 1998 than they did in 1996. This could have
severe consequences in terms of access and quality, and we do not believe it is a defensible
policy. :




House Medicare Bill Also Included Home Health Change. The House—passed Medicare
Preservation Act of 1995 proposed a similar change in Part A home health policy. The House
bill would have limited Part A home health coverage to 165 days of home health care per
episode of illness. Visits beyond 165 days would be reimbursed by Part B.

In addition, the Senate bill and the final Conference Agreement included proposals to shift flows
of financing from one Medicare trust fund to another. These proposals directed a portion of the
revenues from the increase in the Part B premium to the Part A trust fund, which has virtually
the same effect as the home health change (i.e., reducing Part A outlays and thus extending the
solvency of the Part A trust fund in a deficit neutral manner), without the policy rationale.

Opinions of the Advocates, Providers, and Health Policy Experts on the Transfer: .

Aging advocates (such as. AARP), providers (the American Hospital Association), and health
policy experts (such as Stuart Altman) believe that the home health transfer may be a viable,
defensible option. This is primarily because it focuses attention on the most rapidly rising cost
component of Medicare (home. health care) and obviously because it reduces the pressure to enact
. excessive traditional Part A cuts. ~ :

The only provider opposed to this approach is, not surprisingly, the National Association of
Home Care. Health policy experts who oppose the transfer-criticize it on two counts. First, it
is a distraction that clouds the need to achieve even greater savings from the Trust Fund. Second,
and probably most compelling, they believe that any such transfer should include a requirement
that beneficiaries pay their fair share of the increase in Part B expenditures, presumably with
higher premiums (their 25% share.)



THE HOME HEALTH TRANSFER ANI) THE MEDICARE TRUSI‘ FUND THE FACTS
June 3, 1996 '

. FALSE CLAIM:  Without its home health transfer gxmmlck, the Preszden:s budget only axtends the hfe

of the Trust Fund by one year.

THE FACTS: Not True.A

1.

The President's balanced budget guarantees the life of the Medicare Trust Fund for a
decade ~~ the same as the Senate Republican budget. The Congressional Budget Office
projects that the President's Medicare reforms would extend the life of the Medicare Trust Fund
t0-2005. The reforms build on the President's 1993 deficit reduction plan, which extended the
life of the Trust Fund by 3 years - wzthou: a smgle Republican vote.

“The President's budget streﬁgthens the Trust Fund by:

a. Reducing provnder payments and

b. Restoring the pre-—l980 law on Part A home health benefits ~— This is NOT a
gimmick: .

° Prior to 1980, home health care services unrelated to hospital stays were not financed
by the Hospital Insurance (Part A) Program. Only the first 100 home visits after a
three—day hospltal stay were financed under Part A. - All other visits were financed by
Part B. This is because Medicare Part A was intended to finance costs related to

* hospztal stays.

e In 1980 the law was changed and nearly all home health costs ‘were shifted to Part A.

e  The President's proposal simply restores the pre~1980 law because home health care
expenditures unrelated to hospital stays should not be financed by the Part A Trust
Fund. Shifting home health spending unrelated to hospitalization back to the Part B
programs helps extend the life of the Medicare Part A Trust Fund. (This shift will not
affect the Part B premiums, coinsurance or deductibles.),

REPUBLICANS ARE BEING HYPOCRITICAL: 'The 1995 House Republican budget also
shifted some home health costs from Part A to Part B. The Housc-passed Republican
reconciliation bill also transferred certain home health care expenditures from Part A to Part B -
~ similar to the proposal in the President's balanced budget. - So if Republtcans say it's a gimmick,
it's a gimmick every Republzcan in the House voted for. ,

President Clinton's budget extends the life of the Trust Fund as long as the Senate

" Republican budget, but without their $167 billion Medicare cut and without their damaging
. structural changes. The President's balanced budget proves the Republican $167 billion

Medicare cut and damaging structural changes are not necessary to balance the budget and
strengthen the Trust Fund for a dccadc ;



Administration justify this “gimmick"?

ADMINISTRATION GIMMICKS

QUEsmoﬁ .

The Admlnlstratlon s budget plan relies, in part, on a

‘gimmick” in extending the trust: fund depletion date. The
Administration's plan would transfer home health coverage from
Part A to Part B. In essence, home health spending goes from
a trust fund financed by payroll taxes to a trust fund
financed by general revenues and premiums. How can the

ANSWER:

. Let me make clear that not all home health expendltures
following an acute event and hospitalization would be
transferred. Part A was never to cover this kxnd of

long-term care.

- We do not believe that the transfer of some of the
financing of home care from Part A to Part B is a
gimmick. By capping Part A financing of Medicare's home
heaith benefit, one of the most rapidly growing >
components of Medicare, we would be limiting the HI trust
fund expenditures. According to CBO, the home health

transfer would save the financially vulnerable HI Trust
Fund about $55 billion over :Ys '1897-2002.

> ”h1s 1dea 4s not new, nor unigque to the Administration.

A shift in some home health financing from Part A to Part
B has been recognized by Democrats and Republicans alike
as a sensible way to help the HI trust fund. Similar
proposals were offered by the Republican House in theéir L
balanced budget bill (H.R. 2425) and in the so-called

“Blue Dog”" Coalition bill. .

»  The proposal would not in any way adversely impact
beneficiary access to home health care, even for those.
beneficiaries who have only Part A coverage or only Part
B coverage. The three-day prior hospitalization
requirement only dictates how the benefit is financed and
has no bearing on coverage or eligibility. Our plan
explicitly states that no co-payments or deductibles
would apply regardless of whether the benefit is flnanced H

under Part A or Part B.

S— s
I

|
n.

would be transferred to Part B. Only home care not - - -
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’There are other good policy ratlonales for thlS shift.

‘ services

trust fund solxency.

- Conference agreement included & proposal that would = "1
impose a 6.5 percent sarcharge on beneficiary Part B.
-premiums, by raising premiums’ from 25.percent to 31. 5

-Utlllzatlon and expendxture patterns show that home

‘patterns. Medicare Part A was not envisioned to .
- accommeodate long-term care, and the Part A trust fund can

_There is hlstorlcal precedent for the Medicare home o
“health benefit to be financed under both Part A and Part
.B. Until the Omnibus Reconciliation Act of 1980, 100

‘Part A. This shift in financing to Part A was not viewed

‘This shift in financ1ng leaves open. to us- the opportunlty

‘poelicy-based justif;catlon, it would adversely affect

Under our propos&l there would be no related increase in
the Part B- premium. ‘ , s

health has evolved into two distinct benefits: care to
persons surrounding an acute event and. hospitalization,
and care where there is no hospxtalizatlon but long-term
‘care serv1ces are required..

This proposal acknowledges thie evolution and . seeks"te ‘ ,'
bring Medicare financing in line with current utilization { '

no longer support non—post acute care home health

post-hospital visits were financed under Part A for each .
beneficiary and all remaining visits durlng a year were
financed under Part B. When Congress lifted the 100
visit limit in 1980, the benefit became fully financed by

as a gimmick at the time. The consequence has been to
burden the.'HI Trust Fund with complete financing of home
health serv1ces whether furnlshed as acute or long- term

C&I‘E‘;‘.

to build in the. future'a long term- .caré home health
benefit that is not constralned by cons;derations of

It is also worth remembering that Republxcans also Shlft
money into the Trust Fund to extend its solvency: The

percent of Part B costs, and transferrlng this revenue to
the HI Trust Fund. - Not ‘only did this proposal lack any

beneficiarles by increasing their premiumsu'
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BARBARA E. STRALB, PUBLIC POLICY AND GOVERNMENT RELATIONS ALBUQUERQUE. NEW MEXICO

October 20, 1995

Bx Courier

Chris Jennings’ :
Special Assistant to the President
-For Health Policy Development
White House/Old Executive Office Building, Room 212
Washington, D.C. 20500

Re: Prospective P'ayrﬁent Plan for Home Health Services

Cear Chris:

We appreciated the invitation to meet with you and HCFA officials on October
18. | believe the meeting was an illuminating experience for all involved. The PPS
Work Group would welcome the opportunity to attend a working session with you or
your representatives and HCFA to devslop a better prospective payment plan than is
contained in the Republican Medicare reform proposals, but | belisve it is important for
you to understand the position of the Work Group in entering into those discussions.

) First, although the Work Group is opposed to several changes that were made in
the prospective payment plan when it went through the congressional committees, we
will not oppose the prospective payment plan contained in the Republican
legislative proposals. The prevailing view of the Work Group members is to support
prospective payment and-to work to eliminate or revise the objectionable changes as
the Medicare reform bill goes through the legislative process and as we approach the
implementation date. :

Second, we would be glad to work with you and HCFA to develop an improved
version of the PPS plan contained in the congressional proposals, but we are
committed to prompt implementation of a plan that contains the basic structure of the
plan developed by the Work Group and adopted as the industry’s "unified” plan. For
example, we believe there would be strong industry support for a version of the
congressional proposal that (a) eliminated the 45-day/extended care measure, {b)
extended the period for rebasing the per episode limit to 5 years, (c) deleted the limit

THIRD FLOOR. 1275 PENNSYLVANIA AVENUE, NW, WASHINGTON, DC 20004-2404
TELEPHONE: (202) 466-6550 * FAX: (202) 785-1756 * (202) 737-2519 « INTERNET: ppsv@ppsv.com
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on savings sharing, and (d) permitted the per visit rates and the per episode limits to be
updated by the home health market basket index. We would be glad to commit
whatever time and effort is necessary to develop an alternative extended care measure
a;nd a better case mix adjuster that might be easier to administer. We also believe that
the congressional proposal could be improved by incorporating the. 14
recommendations approved by the Work Group whlch | left with Sharon Arnold and

John Hammerlund after our meetmg

Thll'd | do not believe, however that the Work Group would be interested in a

. proposal that calls for retention of the current cost reimbursement system and
development of an entirely different prospective payment system by the Secretary in
the year 2000. Nor do | believe that the Work Group is interested in any interim system
that calls for capping visits under Part A and shifting coverage to Part B. We have
thoroughly considered and rejected those options because (a) the entire home health
industry is suffering because of the incentives under the antiquated cost reimbursement
system to increase costs and visits and retain patients on service for as long as
possible, (b) the longer the services remain on cost reimbursement and fail to move to
prospective payment, the more likely it is that copayments will be imposed (we
rocognize that, although it is not official Administration policy, there are still some in the
Administration who favor copayments), and (c) the Work Group has devoted. more than
18 months of intensive work to the development of the plan which forms the basic
structure of the congressional proposal, and we believe the proposal (as adopted in the-
"unmed" plan) strikes the best balance that is likely to be achieved between the
mterests of the govemment the benefnmanes and the prcwders

Accordingly, as | stated at our meetmg, I do not believe that the Work Group
would prefer the proposal set forth in the Democratic substitute Medicare reform bill to
the proposal contained in the bills reported out of the congressional committees. Of
course, we would prefer a smaller reduction in Medicare expenditures for home health
as the Democratic proposal provides and, again, there are many features of the
congressmnal proposals which we believe should be ehmmated or ravnsed

We also believe that the overall reduct:on in Medicare spendmg of $270 billion
is too high, as are the reductions in Medicaid spending. But we belisve that, at this late
date, our time in the type of meeting you suggested would be spent most productively
in the development of an improved version of the congressional PPS proposal rather
than in an attempt to deveiop an interim measure and a new PPS plan at some point in

. the dsstant future.
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As we mentioned, we brought the Work Group plan to HCFA in February of this
year and received strong encouragement to continue developing it. We presented it
formally to HCFA Administrator Bruce Vladeck and HCFA staff at a meeting on April 10,
and Mr. Vladeck stated to the press and in testimony before the Ways and Means
Committee that the proposal held great promise and that a PPS system for home care
could be implemented within 18 months of enactment. We have extended a standing
invitation to HCFA for months that we will attend a meeting any time and anywhere to:
work on improvements to the PPS plan. We have visited with many Democratic
rmembers of Congress, and they have unanimously supported the PPS proposal
developed by the industry. Of course, the Republican support is obvious.

‘We remain committed to amplementahon of a prospectwe payment system as an
alternative to copayments and bundling and would be glad to work with the
Administration within the foregoing parameters. | look forward to hearing from you
regarding the scheduling of the meeting you suggested.

~ Sincerely,
James C. Pyles

JCP/Ir
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