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”hrls Jennings

Offlce of Domestic Policy
The White House

1600 Pennsylvanla”Avenue
Room 213, OEOB
Washlngton, D.C. 20500

Dear Chris,

Fhanks go much for meeting with us today and for your continued support
of home care. We had a very productive meeting with Sharon and John
from HCFA. I have a call into you to discuss some important issues
that were brought up in that meeting.

As a follow-up on related issues, I thought you mlght be interested in

ﬁhe attached very important, but small home care issues. We would
greatly appreciate your including these provisions in the President’s
plan. As you’ll see, they include making permanent the waiver of

liability (which is scheduled to expire this year) .and exempting home
care and hospices that perform only simple procedures from CLIA.

Thank you again for your interest in home care. Please feel free to
contact me 1f vou have any questions or would like additional
information on these issues. I look forward to talking with you soon
to come to closure on certain issues surrounding the PPS proposal.

i
P

Sincerely,

lLucia DiVenere
Deputy Director, Government Affairs
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MAKE PERMANENT THE WAIV’ER OF LIABILI‘I‘Y FOR HOME. HEALTH AGENCIES;
HOSPICES AND. SKILLED NURSING FACILITIES -

Issue: The Medicare walver of llablllty, which provides a safety zone
for home care, hosplce and skilled nursing prov1ders and patlents, is
scheduled to expire on December 31, 1995. If the waiver expires, HCFA
'would make all coverage determinations‘on a case-by-case basis. '

Without this buffer, providers would be compelled not to provide
‘services under the Medicare program whenever there is a question of
Medicare coverage. The result would be a chilling effect under which
elderly and disabled individuals who might otherwise receive Medicare
home health, hospice or skilled nursing services would have to pay for
their care out-of-pocket or through private insurance.

Case-by-case review would also put an inordinate burden on nmny
beneficiaries who would have to appeal denials and prove that the care
in question should be covered.:

This change would come at a timé when more beneficiaries are in need
of home care, hospice and skilled nursing services than ever before.

Proposal: Congress should make permanent the waiver of liability for
home health care and hospice agencies and for skilled nursing
facilities in this year’s reconciliationbill. Without this provision,
the availability of Medicare home care, hospice and skilled nursing
services may be severely compromlsed for many 1nd1v1duals in need of
this care. : )

Background: The waiver of liability was created by Congress in 1972
to protect Medicare beneficiaries who are later determined to be
‘ineligible or the services are later determined not to be covered.
This cushion for error was created by Congress to encourage prov1ders
to render serv1ces to Medicare beneficiaries.

In 1972, the Health Care Financing Administration (HCFA) created a
presumptive status for providers whereby the providers were presumed
to have acted in good faith if they demonstrated a reasonable knowledge
of coverage standards in their submission of bills.
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' 'WAIVER OF LIABILITY (cont’d) .

In the home’ health sett:.ng and for hosplces in- order for an. agency to
be compensated under the waiver. presumption, its overall denial of -
claims rate must be less-than 2.5% of the Medicare services prov1ded
For skilled nursing facilities, the denial of claims rate must be less
than 5%. . Any home health agency, hospice or skilled’ nursing facility
that exceed these limits is not reimbursed under waiver regardless of
whether it accepted beneficiaries and acted in good faith. This
requirement forces prov1ders to use due dlllgence in determlnlng
ellglblllty coverage '
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PERMANENTLY EXTEND WAIVER OF LIABILITY

WAIVER OF LIABILITY FOR HOME HEALTH AGENCIES.~- Section 9305 (g)(3). .
of the Omnibus Budget Reconciliation Act of 1986, as amended by
_section 426(d) of the Medicare Catastrophic Ct:werage Act of 1988,
and amended by section 4027(b) (3) of the Omnibus Budget
Reconciliation Act of 1990, is amended by striking "and before
Recembex 31, 1995".
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HOME HEALTH AGENCIES AND HOSPICES SHOULD BE EXEMPT
FROM CLINICAL LABS IMPROVEMENTS ACT

CLIA was intended to regulate laboratories in order to increase the
safety and quality of laboratory tests performed in the U.S.
Unfortunately, this law was written so broadly that it imposed new
paperwork and fee requirements on thousands of home health agencies and
hospices that perform only simple tests -- tests that are available
to any home user over the counter from any drug store.

Nearly 90 percent of all Medicare certlfled home health agencies and
hospices perform simple and routine tests that the FDA agrees pose no
health or safety risk to patients. Under CLIA, agencies that perform
only these tests must apply every .two years to HCFA for a waiver from
CLIA requirements. This application 1ncludes completlon of a four page
form plus payment of a $100 fee.

Only about 20 percent of Medicare certified home care agencies and
hospices perform tests that are complex and that CLIA was intended to
regulate : :

Proposal CLIA should be. amended to require that only home health
agencies and hospices that perform complex tests must apply to HCFA for
.certification. Agencies and hospices that do not rapply for
certification should be assumed to be performing no tests beyond those
.tests approved by the FDA as simple and routine. The current. survey
"and certification process under which all Medicare certified home care:
agencies and hospices must prove their compliance with HCFA regulations
and requirements would serve as a check on whether agencies who have:
not applied for and received CLIA certlflcatlon are performlng complex
tests. :

REPRESENTING THE NATION'S HOME HEALTH AGENCIES, HOME CARE AIDE ORGANIZATIONS AND HOSPICES‘


http:agenc:j.es

NATIONAL ASSOCIATION FOR HOME CARE " KAYE DANIELS HONORABLE FRANK E. MOSS

519C STREET, N.E., STANTON PARK o CHAIRMAN OF THE BOARD SENIOR COUNSEL
WASHINGTON, D.C. 20002-5809 = VAL J. HHLAMANDARIS . STANLEY M. BRAND
(202) 547-7424, FAX (202) 547-3540 ~ PRESIDENT ° GENERAL COUNSEL

August 1995
CLIA LEGISLATIVE LANGUAGE
Option 1. Langquage to separately address the waiver and moderately ]
complex test issues. Amend current law in the following way:
= " \ . N . : N «

HAdd the following language at the beginning of Section 353 (b)
Certificate Requirement: Except as provided in Paragraph (2)

Amend the language in ’Paragrapﬁ (2) -- 'Req‘uireme‘n't's for Certificates
of Waiver to read as follows: ' '

(2) Exceptions for Certain Examinations and Procedures -- In General --
- A laboratory which only performs laboratory examinations and
rocedures described in paragraph (3 shall be exempted from the
regquirements of this act. The Secretary shall not require any

reporting or application for exempt laboratories. [remaining language.-
in paragraph 2 deleted.] ,

Renumber subparagraphs in Paragraph 3{a) in the follow:.ng way:
Subparagraphs A, B, and C, become (i ii and (iii

Add at', the end »ofv 3 (a) a new subsection (b) that reads:

b Home heélth agencies and hospices. When performed by a home

- health agency or hosgice participating in Title 18 of the Social
.Security Act, the examinations and procedures identified in paragraph
(2) shall include moderately complex tests which, as determined by the

‘Secretar are those whlch are erformed onl on a limited basis

of the patient nd (iii} the Secretary has determined to pose no
reasonable risk of harm to the patient 1f performed incorrectly..

Optien 2. Language to exempt home health agencies and hosglces from
CLIA unless they perform tests that pose a risk to patients if

performed incorrectly. An alternative way of scaling back CLIA so that
it does not overreach into home care agen01es and hospices that perform
safe tests would be to include language in CLIA such as:

Entities deflned under Sections 1861 (o) and 1861 (dd) (2) are not sub:‘ ect

to this Act unless they perform tests deemed by the Secretary to pose
a reasonable risk of harm to the patient if performed incorrectly.
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- PROVIDE ACCESS TO MEDICARE HMO ENROLLMENT INFORMATION
- TO HOME HEALTH PROVIDERS

Present Law

Medicare will not reimburse home health agencies for care provided to
Medicare HMO enrollees, éven though home health agencies are not told
when a patient JOlned.an HMO. In these cases, home health agencies are
not paid for care they provide in good faith.

Issue

Despite the fact that the Health Care Financing Administration (HCFA)-
has implemented a nationwide data base known as the Common Working File
(CWF) which contains the necessary information to determine the
enrollment status of the Medicare beneficiary, there 1is often
significant lag time between when a beneficiary has enrolls in a
Medicare HMO and when this information is entered on the CWF database.
Moreover, Medicare HMO enrollees often fail to fully understand that
HMO enrollment means they cannot go to any agency they choose:

Recommendation
To resolve this issue Congress should

* Allow Medlcare certified home health agen01es access to
beneficiary enrollment information. :

* Establlsh a "hold harmless" prov1s:1.on under which prov1ders
who in good faith provide care to HMO members and others not
enrolled in the fee-for-serviceMedicare program, would have
their claims paid; '

N Require HMOs to inquire about health services their new
enrollees are receiving from other providers and to send '
those providers notification of HMO enrollment.

Rationale

As Congress prov1des more incentives for Medicare beneflclarles to
enroll in Medicare HMOs, the need for timely enrollment status
information becomes greater.  Despite providers’ best efforts at
discovering HMO enrollment, information available from patients and
families is frequently inaccurate and unreliable, thereby subjecting
home health agencies to significant financial losses. In the absence
of timely HMO enrollment information, home health agencies should not
be denied payment for care provided before they were informed of the
patient’s HMO enrollment -
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 PROVIDE ACCESS TO HMO ENROLLMENT INFORHATION

Section 1876 of the Social Security Act (42 U.S.C. § 1395mm) is
amended by adding at the end the following new subsection:

(k) The Secretary shall provide all providers of services
with access to a nationwide data base containing enrollment
information on Medicare beneficiarieg. The Secretary shall develop
the data base in such a manner as to be accessible to providers, at
a_minimum, through electronic means with adequate and appropriate
protections regarding patient confidentiality to assure that only
Medicare participating providers of services have access_ to the
information. ‘

Section 1876(c) (3) (B) (42 U.S.C. 1395mm(c) (3) (B)) of the Social
Security Act is amended by inserting after “1n regulatxons" the
following:

. such enrolliment shall not be effective until the enréllment

information is included in the enrollment data base as required by
subgection (k). : . : P oo

Section 1879 of the Social Securlty Act (42 U.S.C. § '1395pp) is
amended by addlng at the end the followlng new subsection:

(1) Notwithstanding any other provzslons of thig title,
individuals enrolled in organizations eligible to receive payments

under Section 1876 and providers of services who did not know or

‘have reason to know that services for which a claim has been filed

are excluded from coverage as a result of the individual’s
enrcllment in an organization eligible to receive payment under
Section 1876 shall be entitled to have payment made for such items
or gervices as though the exclusion for coverage did not apply. In
each such case, the Secretary shall notify both such individual and
such provider of the conditions under which payment for such items
and services was made and by reason of such notice the individual
and provider shall be deemed to have knowledge that payment cannot
be made for such items or servicesg in cage of comparable gituationg
arising thereafter. The Secretary is authorized to develop a

method by which gaxgent ‘under this subparagraph made to the
provider on behalf of an individual shall be taken into account in

'detenmlnlng the rate of payment to organlzatlons ellglble to

receive paxgenta undex Sectlgn 1876.
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Specific Home Héalth Fraud énd Abuse -Recommend’ations'

In addition to the fraud and abuse proposals set forth by the
Coalition of Health Associations United Against Fraud and Abuse,
NAHC has specific recommendations that apply to the home health
J.ndustry :

A.

L:Lm.t Agencies’ Ability to Subcontract Care.  Medicare
certified home health agencies should be allowed to utilize
only a limited amount of subcontracted care for the dominate
health care service, such as nursing, which they provxde

Mandate Freedom of Cho:.ce Information. Hospltals,
physicians, and other health care providers, should be
required to give patients full information about the
avallablllty ‘of -Medicare certified home health agencies

" serving the areas in which the patients reside, and should

be prohibited from steering patients to certain agencies.

Provide Detailed and Appropriate Explanation of Benefits to
Home Health Patients. Informlng patients of bills submitted
by home health agencies for their care will allow

"beneficiaries to join in the enforcement effort.

' Home Health Agencies should be Prohibited from Assisting

Physicians in Care Billing. Home health agencies should be
prohibited from providing record -keeping: and bill
preparation services to phys:.c:.ans for thelr role 1n home
care. :

Require Home Health Care Administrators to Meet
Certification and Accreditation Standards. The last several
years have seen a unbridled growth in the number of Medicare

.certified home health agencies. - Home . .care agency

administrators should be required to meet high and rigorous
standards for all aspects of running an agency, including
issues that affect quality of care. .
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LIMIT MEDICARE REGULATIONS TO MEDICARE REIMBURSED CARE CNLY

Strike Section 1891(a) (4) of the Social Security Act (42 U.S. Code
Section 1395bbb(a) (4)) and insert the following new paragraph: (4)
the agency includes an individual’s plan of care as part of the
clinical records. The plan of care shall be egtablished and
reviewed (A) by a physician, or, (B) where the individual does not
receive skilled nursing care or other skilled home health services
and the nurse assessment of the individual determineg that a
physician’sg plan of care is not necessary, by a nurse or other home
care professional authorized to establish such a plan of care under
the laws of the state in which such care is furnished.
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LIMIT MEDICARE REGULATIONS ONLY TO MEDICARE REIMBURSED CARE

Present Law

Medicare certified home health agenc1es have to comply with
Medicare regulatlons ‘for all of their patients, even non-Medicare
private paying individuals. Included in these regulations is the

.requirement that a written plan of care be established and

periodically reviewed by -a physician and that agency professional
staff promptly alert the physician to any changes that suggest a
need to alter the plan of care:

The plan of care must include the patient’s mental status, types of
services and equipment required, frequency of visits, prognosis,
rehabilitation potential, functional 1limitations, activities
permitted, nutritional requirements, medications and treatments,
any safety measures to protect against injury; instructions for
timely discharge or referral and any other factors.

Issue

This means that a 30-year-old auto accident victim who wants bath
services from a home health agency aide while he recuperates would
need a physician’s verbal approval before care could begin,
followed by a signed detailed plan of care. Or, that normal new

mother and baby cannot have home visits for assessment and teaching

routine post-partum and newborn care without a physician’s order

~and detailed plan of care.

Regulations requiring‘that'care be physician certified for non-

' Medicare paying patients is an unnecessary regulatory burden.
.In" most instances, such an extensive care plan and physician

certification  for non-Medicare paying patients is not needed,

‘espec1ally if the patient is only seeking non-skilled or health

promotion services. Moreover, nurses are qualified and authorized
under state licensure laws and practice acts to order and supervise
the provision of unskilled services and to carry out health
promotion and teaching activities without the orders of a
physician. ‘ ' ‘
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" LIMIT MEDICARE REGULATIONS (cont’d)

Recommendatigh

Limit the requirement that Medicare certified home health agencies
have all care plans certlfled by a physlclan to apply to Medlcare'
patlents only. )

Ratiogale

Under current law, an individual who contracts with a Medicare
certlfledi agency, even for purely custodial care or health
promotion, must have this care prescribed by a phy51c1an before it
can be provided. This regulatory requirement is unnecessary,
burdensome and contributes to increased health care costs. State
laws and professional practice acts do not require physician orders
for personal care and health promotion activities. The licensed
‘nurse is recognized as the person who performs health teaching and
supervises nonskilled aide services. The regulations requiring
physician certification also place Medicare certified home health
agencies, when treating non-Medicare paying patients, at an unfair
disadvantage with other home care organlzatlons that do not have to
meet these requirements. .
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Comments on the Chairman’s Mark for the

Senate Finance Committee’s Budget Reconciliation Package

Home Health Services’ Payments

Issue 1l: Interim per visit payment rates (provision #1 in Senate
' package, -beginning on p.33) ,

The proposal establishes per visit rates at the average cost
adjusted for regional cost differences.

Industry Proposal ‘The per v151t rate would be set at the average
but -agencies could be reimbursed up to the cost limit if costs
could be documented. Quarterly’ reports would be requ1red to
prevent overpayment 51tuatlons

Rationale: Agencies may have higher visit costs but still provide
care within the episode caps. They would have cash flow problems
until the end o# the year settlement on the aggregate episode cap.

A prospective payment system should support providers that can
achieve the goal of containing overall episode costs. Allowing
payment up to the cost 1limit with monitoring to 'prevent
overpayments protects both agencies and the Medlcare program.

Issue 2: Calculating the per eplsode 11m1t (#3)

The proposal calls for calculating the per eplsode llmlt for a base
year u51ng the 1994 home cost report data. :

Industrv Proposal: The first year’s per episode cap should be
based on 1995 cost and utilization data. If 1995 data is not
available at the time of calculation, the most recent available
data should be trended forward to reflect 1995 experience. After
the first year the episode cap should be updated to reflect home
health market basket' increases.

REi’RESENTING THE NATION’S HOME HEALTH AGENCIES, HOME CARE AIDE ORGANIZATIONS AND HOSPICES
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Issue 4: Limits on sharing savings (#6)

The proposal limits the shared sav1ngs to 5% or less of an agehcy’s

aggregate Medicare payments 1n a year.

Industry Proposal: The home health agency retains 50% of the total
savings. However, in light of more onerous prov1slons in the

. Senate proposal, the HHA should retain all the savings.

Rationale: Since the 50% share of savings was not scoréd as any

savings to the Medicare program and the Senate proposal contains

more onerous provisions, the HHA should retain all the savings
Limiting the savings sharing provision removes the incentive to
keep costs below the episode caps. It would be financially
advantageous for a home health agency to provide care up to the
level where the sharlng of savings ends. ‘ ‘

" Issue 5: No new episode until after a 60 day gap (#8)

"The proposal does not recognize a new episode of care until after

the patient has not had home health services for a period of 60

days.

Industry Proposal: eThe.gap‘in services period should be 45 days.

" Rationale: Medicare beneficiaries who use home health services are
those with significantly more health care needs than the general

Medicare population. For example, in 1992 70% of home health users

()

" were hospitalized during the year as compared to 13 % for non-home

health users. A 45 day waiting period is sufficient to prevent
artificial new. episodes for care that should have been provided
during the previous episode, while allowing for new illnesses and

" exacerbations expected in this population.

Issue 6: Adjustments based on market basket minus 2% and episode
cap rebased every 2 years. (#9)

The proposal calls for annual updates to the per visit and episode
limits by the home health market basket minus two percentage p01nts '
and rebasing the episode cap every two years. « :

Industry Proposal: Per visit payment rates and episode caps would
be updated annually based on the home health market basket. The
per visit rates would be recalculated annually for the first three -
years.

Rationale: The proposed 'PPS system is a transitional program
designed to create a linkage to a pure per episode system.

3
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Rationale: Basing the per episode llmlts on 1994 data would
represent a cut back in current home health benefits and could
adversely 1mpact the health status of home health’ patlents A
reduction in the episode cap requires home health agen01es to
reduce services to beneflclarles : '

Issue 3: Ba51ng eplsode llmlts on the mean cost of 120 days of
care while requlrlng agenc1es to provide up to 165" days of care
(#6) , N

NAHC and Industry Position: Services provided between day 121-165
should not apply toward the aggregate episode cap. During the.
first year of the PPS system, a -case mix and payment methodology
- for extended care cases should be developed to adequately reimburse
for and control expenditures to this category of patients. Until
that is developed extended care cases should be subject to initial
and ongoing medical review when care extends beyond 120 days.

Rationale: . The current pattern of home care services includes
approximately 30% of all episodes extending beyond 120 days and 43%
or more of all visits occurring after 120 days. If the episode cap
is set at 100% of the mean cost of care for 120 days, this proposal
is in effect requiring home health agencies to provide services for
45 days without any reimbursement that reflects this care. The
likely response is that home health agenc1es will not accept or
‘limit patients into care if there is a predictable need for

services beyond 120 days. These patients will either experience -

“extended hospital stays or enter more costly nursing home settings.

Additionally, home care providers will be placed at significant

financial risk‘for‘eerving~these'types of patients.

Implementing an untested system with thlS potential to jeopardize
the care provided to Medicare beneficiaries who need home care
‘services may prove to be disastrous to the overall goal of .
containing Medicare expenditures. Home health 1is generally the
least . expen31ve alternative for ongoing health care services, but
if it is not available there will be an 1ncrease in the use of&
hospltals and nursmng fac111t1es

Alternatives to consider:

1. Base the episode cap on the mean -cost of 165 days of: care

2. Set the episode cap above the mean. (e.g., 110%) to offset the *
- losses A
3. If any amount of ‘time is applled to ‘the 120 day eplsode cap

then the savings sharing provision under paragraph 6 should be
modified to allow the provider to retain all of the savings to
help fund care during that time.

2
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Reimbursement for home health services must keep pace with the
costs of providing those services during the transition phase to

avoid jeopardizing. the financial solvency of Medicare-certified

agencies and the access to home care. The current home health
market basket does not take into account all the factors that

contribute to the cost of providing services, so subtracting 2

percentage points will exacerbate the problem Episode caps should
not be rebased every two years unless there is also an analysis of
the impact of further reductions on patient outcomes and- cost to
other sectors of the Medicare program. »

Issue 7:. Distribution of short stay patients (#11)

The proposal requires monitoring the proportion of short stay.

patients and making payment adjustments if agencies have an
increase in short stay patients.

. Recommendation: The proportion of long stay patients should also
be monitored and payment adjustments made to reflect the increased
cost of providing care to the long stay patients.

Rationale: The Senate PPS proposal'requires short stay monitoring

presumably to avoid unwarranted financial windfalls to agencies
that experience a disproportionate volume of these patients. It is
also 1likely that some agencies’ case mix would include a
disproportionate number of long stay patlents without adequate
reimbursement. :

Issue 8: Exceptions paymehts cannot exceed 1995 levels (updated)
(14) : :

Industry Proposal: HHAs would be allowed to seek exceptions-as are
‘currently allowed. ‘ .

Rationale: This is an untested system that may create significant
unforeseen problems. There should be a mechanism to prevent
untoward effects on agencies that through no fault of their own are
unable to provide care at the prescribed reimbursement level. The
current standards are sufficiently restrictive to ensure: only truly
bona fide exceptions would be granted. :

Issue‘S: The waiver of liability shall not be extended (#15)t

Industry Position: Retain waiver of liability until 1mplementat10n
of PPS and thereafter retain only for the extended care cases.

Ratlonale: Waiver of 11ab111ty is necessary to ensure that
patients are not refused care because providers may be unsure the

4
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care will be covered under Medicare. ‘It also saves admlnlstratlve
dollars by av01d1ng case by case adjudications.

i

Issue 10: Recertlflcatlon«at 30, 60, 120, and«lSSIdayS‘(#ls}

The proposal requires the 1ntermed1ary to recertlfy care at the
intervals specified above

-Industry Proposal: The industry proposal does not include
recertification by intermediaries. k

Ratlonale Once the patlent has been determined to meet the
coverage criteria there is no reason for recertification unless the
patient requires care beyond 120 days. This would simply add
administrative cost to the program. ‘ B

Issue 11: Provisions not contained in the Senate proposal

Industry Proposal: The industry proposal included provisions for
due  process, conversion to a ‘pure per episdde system,- and a
separate fee schedule - for non-routine supplies and security
services as .outlined in the Unified Proposal for‘ Prospective
Payment System for Home Health Serv1ces

Rationale: - Changing financial incentives to provide less service
calls for changlng quality control measures. Providing a mechanism
for patlents to challenge coverage decisions made by home care
providers is essential. The PPS system described should only be
considered an interim system until a pure per episode payment
system with an adequate case mix classification system can be
developed. Non-routine supplles and security costs will not be
accounted for in the case mix classification to ‘adjust episode
reimbursement and therefore, should be reimbursed separately.



MITCHELL BILL — HOME HEALTH CO-PAWT OFTIONS

Option 1: No Co-Payment Until /199 When 20% Co-Payment Would Begin
{by Fiscal yeaz, in billions of dollars) .
Soarce: CEO Prefiminary Analysis of Sen. Mitchell's Health Proposal, Augast 9, 199, Tables 1 and 2 and HCFA Estimates, Amgust 23, 1994

.

PROVISION 1935 1996 1997 1956 1999 W00 2001 2001 2003 2006
PartA
Inpatient PPS Updates op 60 03 16 34 S5 80 307 438 -109 408
Reduce Payments for Haspital Capital o0 B8 -0 12 16 21 22 24 A7 47 169
DSH Redactions 00 06 -17 21 23 25 28 31 - 34 B85 26
Extend DERAY3 SNF Update Freeze 0 01 1 02 H2 02 92 02 03 08 13
Prohibit PPS Exemptions for New LTC Hosp 2 a 41 -0 1 092 02 03 43 o5 A7
Medicare Dependent Hospltah a, 0] 0.1 01 2 * 00 00 0.0 03 03
Sole Comermunity Hospitals a a & a a a a a 3 09 o0
Part A Interactions op 00 o1 02 04 a6 07 09 L1 13 53
Essential Acress Commeanity Hospitals . ) .
Medical Assistant Facility Payments 03 o1 0. ot 01 01 a1 01 o1 DY 10
Rural Primary Care Hospitals (RPCH} Payots 0.1 o1 ot 01 o1 6z 62 02 02 07 15
) Sub-total, PatA 82 @& 28 47 I8 AT 124 A58 %1 244 847
Part B Rechictiom .
Reduce Updates for Physician Services 04 ©05 06 47 08 08 4HYy 18 D 39 78
Use Real GDP in MVPS for Physician Services 0g o0 03 H85 15 25 33 42 83 $2 2456
Correct MVPS Upward Bias o0 00 o 00 02 06 14 26 3% 038 -142 - ,,\—
EXminate Formula Driven Overpayments 8 10 13 18 23 32 42 55 71 -104 363 g
Prokibition on Balance Bifting 00 ar 02 02 02 02 03 03 03 09 3 O
Laboratory Coinsurance 47 11 13 14 16 A8 20 23 26 79 77 3
Paymwents to Eye/Exr Specialty Howpitaly a a a 00 00 13)) op a0 )] o0 00 -
Competitive Bidding for Part B Services . & @@ 91 ©1 H1 D21 o1 02 02 S 12
Competitive Bidding for Clinical Lab Services a @2 03 ©3 63 04 04 05 LS 15 3s C:I)C
Durable Medical Equipment Price Reduction a a 01 @®1 ©1 ©1 91 201 42 04 10 h
Payments for MDD Assistants/Nurwe Pract C 0 090 01 02 09 4 03 04 05 04 09 a1 -
-Reduce Payments to High-Cost Medice] Staffs 00 o0 00 95 408 08 08 09 .10 21 53 =
Permanent Extension of 25% Part B Premium 09 06 a9 14 06 14 28 S0 77 25 -8
' ‘ Subtotal, Part B -19 23 28 3% 467 -108 153 -21S 286 284 1298 /\
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MITCHELL BILL ~ HOME HEALTH CO-PAYMENT OFTIONS
Option 1: No Co-Payment Until 1/1/99 When 20% Co-Payment Would Begin
(by fiscal year, in billions of doltarst ,
Sotrce: CBO Preliminary Analysts of Seri, Mitchel's Health Propasal, August 9, 1954, Tables 1 and 2 and HCFA Estimurtes, August 23, 1994,

PROVISION 1995  1996. 3997 1998 1999 200 2001 2002 003 2004]f 19951999 19952000 19952004
Parts Aand B =
ome Health ents (1] 0.0 a9 90 30 53 S8 262 68 2 73F -390 $3 = g
Reduce Routine Cost Limits for HHAs 0.0 00 43 N6 £7 07 08 L9 10 0% 16 23 60
Extersd OBRAS? Meditare Sexondacy Payer te  op 09 60 12 18 19 28 22 23§ 12 30 M4
Expand Centers of Excellence 00 ©1 01 4 41 a1 a a 00 a0 04 05 45
Extend ESRD Secondary Payer to 24 Months 4 @S 01 01 41 01 81 Q91 92 0 a2 05 06 12
'~ Sub-otal, PatAandB3  O1. 02 0S5 08 St %5 52 w2 N8
Proposed Additions (V1454 — =
Physician Update £3 06 06 07 07
Payment [mprovement 09 0.1 02 -3 04
MSP 100 10 20 80 090 00 oo (1)
B Dediictible @ $150 oo 00 o0 o0 W
B Interaction o1 0z 62 02 04
Subootal, Proposed Additioms 42 08 06 08 1A
Offsetting Receipt Changes
Incoene Reldated Purt B Premionn {$90K /$100K) op e 28 20 28
Extend HI Tax o All Sate/Loal Employees o 16 A8 15 a5
TOTAL: Part A+B+A and BeAdditionssReceipts 28 52 108 37 245 353
~ %
Co-Payment 47 34 42 46 S50 54 59 64 70 B3
1 Co-Payment o8 og on o0 30 53 S8 62 48 43
: Difference 07 34 42 45 20 41 01 42 402 BT
otal, Propoved Additions 42 05 #6 OB 14 19 23 23 26 SA
45 29 35 38 06 . 18 19 21 24 25
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MITCHELL BILL ~ HOME HEALTH CO-PAYMENT OFTIONS
Option 3: 10% Co-Fayment Beginning 1/1/96, 20% Co-Payment Beginning 17100

' (by fiscal year, in billions of doflars) .
Source: CBO Prefiminary Anafysis of Sen. Mitchel's Health Proposal, Augnst 9, 1994, Tables 1 and 2 und HCFA Estimates, August 23, 1954

PROVISION 1995 199 1997 1998 1999 1000 2001 002 2003 2004 % 1995-1999 19952000  1995-2004
PatA .
inpatient PPS Updates 0¢ o0 03 16 34 55 B0 107 138 53 109 403
Reduce Payznents for Hospitsl Capital o0 08 A» 12 16 2t 22 24 27 45 47 169
DSH Reductions 60 09 A7 21 23 25 28 31 34 1 86 216
- Extend OBRAS3 SNF Updaie Freeze 00 ©£1 H£1 02 P92 02 02 02 03 06 08 18
Probibit PPS Exemptions for New LTC Hosp a a ©1 01 01 02 42 £3 03 03 £S5 17
Maedicare Dependent Hospitsls a o1 a1 01 a 8 00 oo 04 03 03 a3
Sole Commranity Hospitals a " x a u a s a 2 a0 0o 0n
Part A Interactions T T a1 02 o4 06 07 0% L1 07 13 53
Essectial Accees Community Howpitals
Medical Asststant Fadllity 01 o1 o1 01 a1 01 01 01 ot 05 06 190
Rural Pricary Care Hospitals (RPCH} Payzols i3] o1 01 3] o1 ez oz 02 o2 05 0z 15
Sab-total, Pt A 82 A8 -8 -4.7 70 -7 ~124 155 -191 M9 <245 4.7
Part B Reductions V
Reduce Updates for Physician Services 44 06 N5 07 08 483 0% 18 L0 A1 35 79
Use Real GD? in MVPS for Physician Services 00 0 03 B8 16 25 A3 42 53 27 52 245
Cotrect MVPS Upward Bias o0 oo an ¢ 02 06 -4 25 -39 82 02 U2
Eliminabe Foroula Driven Overpayments 08 10 <13 -18 -23 32 -42 55 7.1 72 -104 ~35.3
Prohibition on Bakence Billing o0 01 0z 02 02 02 3 a3 a3 02 09 21
Laborutory Coissurance 97 11 13 A4 16 I8 20 23 26 41 79 77
Paymens to Eye/Ear Specialty Hospitals s ° a 00 08 0o 00 00 00 00 0o 00
Competitive Bidding for Part B Services a 4«1 ©1 w1 49 41 01 02 . 02 04 05 12
Competitive Bidding for Clinical Lab Services s 492 03" 03 43 H4 04 05 05 11 15 35
Dumble Medical Equipment Price Reduction a a H 01 o1 01 4t e1 02 03 04 10
. Payments for MD Assistants/Norse Pract a0 0o o1 02 03 4, 03 04 05 0§ 06 09 31
Reduce Payments to High-Cost Medical Staffs o¢ o0 09 05 08 48 08 09 10 13 24 538
Penmanent Extension of 25% Part B Prexmiam o8 0% 09 14 66 10 28 S50 77 35 25 28
Sub-total, Part B -1.9 23 -28 58 4.7 ~10.8 -21.5 ~86 275 -284 -1134
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MITCHELL BILL -~ HOME HEALTH CO-PAYMENT OFTIONS
Opftion % 10% Co-Payment Beginning 1/196, 20% Co-Payment Beginning 111000
by Gscal year, in hillions of dollans)

Source: CBO Preliminary Aratysis of Sen. Mitchell's Health Propesal, August9, 1994, Tables 1 xnd 2 and HCFA Estimates, August 23, 1904,

PROVISION 199 1996 1997 1998 1999
Parts A and B
ome Health ents o0 12 21 23 24
Reduce Routine Cost Limsts for HHAs o0 a0 03 06 07
Exterd OERAS3 Medicare Secondary Payer co ag 00 08 -12
Expand Centers of Exoellence - 0D 0.1 01 8.1 01
Extend ESRD Secondary Payer %24 Monthe 241 o1 @1 01 91
Subdotsl, Pt AmdB 031, 14 26 31 4S5
wed Additions (B/Z4/51) ,
995 Physician Update 03 06 A48 07 07
Payment 60 01 402 43 04
MSP 10010 20 0 00 00 o8 00
B Interaction ' A ' ar 02 02 . 02 - Q2
Sulstotal, Proposed Additions Q2 2.5 06 48 4.9
Tracome-Related Part B Premiteen ($80K/$100K) o0 @8 200 20 28
Extend HI Tax o AE State/Local Employees 00 16 -1B 15 -5
TOTAL: Past As8+A and BeAdditionssReceipts 20 64 116 160 234
e em—— pome— =
Co-Payment 07 34 42 46 50 54 S5 64 7D v B3 50
jon 3 Co-Payment 0 12 .21 23 24 53 S8 62 68 0 133 39,
‘ Difference 07 22 -21 -23 26 41 o1 02 02 29 100 10
otal, Proposed Additions 41 05 06 08 0% A0 18 A3 16 39 40 Y
45 47 A8 15 47 @3 DS 11 14 69 40 A
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MITCHELL BILL-HOME HEALTH CO-PAYMENT OPTIONS

Option 7: 20% Co-payment After First 10 Vixits Per Year, Effectivive 1/1/96
{by fiwcal yeur, in billions of dollars)
Source: CBO Prefimirary Aralysis of Sen. Mitchell's Health Proposal, Augnst 9, £994, Tables 1 and 2 and HCFA Bstimates, Aogast 23, 1994,

PROVISION 1995 1996 1997 1998 1999 2000 0M 2002 2003 20043 1995-1999 1995-7000  1995.2004
Part A
Inpatient PPS Up<dates -0 60 03 16 -34 S6 80 07 138 -53 -109 433
Reduce Payments for Hoapital Capiiat 09 08 10 -12 16 21 -22 -24 27 456 ©7 -16.9
DSH Redwctions 00 o0 -17 21 23 25 -28 31 34 6.1 86 216
Extend OBRAY3 SNF Update Freers - 00 01 41 02 0.2 92 02 02 £3 06 038 12
Prohibit PPS Exempticns for New LTC Hosp ] LN X | 01 01 02 42 03 23 E 05 -17
Medicare Dependert Hosphtals a, o1 e (13 N a 00 00 0 03 03 03
Sole Cormunity Hospitals [ ) 2 ) LY @ a a a 00 o8 00
Part A Interactions 0D 00 a1 02 04 06 07 09 1 07 13 53
Eseential Accers Comwsunity Bowpitale
Medical Asaistant Facility Payments 0 €1 ot 01 a1 01 01 01 o3 05 (i 1.0
Rural Primary Care Hospitals (RPCH) Paynrs 01 01 01 01 01 02 ez o2 02 05 07 15
: ' Sob-iotal, PartA e2 0.5 28 -4 5 27 -124 -155 - -3 246 M7
Part B Reductioos
Reduoe Updates for Physician Services 0.4 L6 04 07 08 038 D9 -1.0 -10 -3.1 35 -8
Use Real GDP in MVPS for Phrysician Services 00 0.0 03 08 -18 25 33 42 -5.3 -27 52 245
Correct MVPS Upward Blies 00 s 29 00 02 046 -14 -26 -39 02 08 142
Efimirate Formula Driven Overpayments 08 -10 -13 -18 23 32 42 55 73 72 -104 -36.3
Prokibition on Balance Billing 00 ot [ V4 a2 02 02 03 43 23 07 09 1
Laboratory Colnsurarsce 47 -1.1 -1.3 14 16 -18 20 -23 -6 -8.3 79 ~177
Paymeots to Eye/ Ear Specialty Hospitals s n ] on 00 op 06 L] 00 00 G0 a0
Competitive Bidding for Part B Services a 01 ©1 ©1 41 91 01 92 2 04 s 12
Cumpetitive Bidding for Clirdcal Lab Services a 02 03 03 03 04 -04 05 45 -11 -15 35
Dureble Medical Bapripment Price Reduction a a 2 21 41 01 01 01 02 03 D4 10
Payments for M Assistants/Nurse Pract 00 U7 I & 02 0¥F: % 03 04 05 05 08 oy 3
~Reduce Payrents to High-Cost Medical Staffs a0 a0 00 S 08 08 -08 0% 10 -13 21 58
Permwrent Extension: of 25% Part B Precrdam 00 16 s 14 s 10 28 3] 17 35 C 25 -28
Sab-total, Part B ~19 13 -18 39 47 108 -153 2185 286 175 288 -135.7
8125594
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MITCHELL BILL-HOME HEALTH CO-PAYMENT OFTIONS

Option 7: 20% Co-payment After First 10 Visits Per Year, Effectivive 17196
: {by Fiscal yeax, in billians of dollars)
Source: CBO Preliminary Anatysis of Sen. Mitchell's Health Propasal, August 9, 1994, Tables 1 and 2 and HCFA Estimates, August 23, 1994,

199%

PROVISION 1995 199 1997 1993 2000 2001 2002 2003 2008%F 19951999 19952000  1995-2004
132 177 59
16 23 — 60
-12 0 -114
04 45 - £45
05 D6 -1.2
-16.9 =241 590

-29 37

-18 14

00 00

09 13

-0 4D
fowome-Belated Part B Presmiuen ($80K /$100K) oL 0o -20 -20 -28 -35 4.4 55 69 48 -103 -3538
Extend HI Tax to All State/Locsl Eonployees 00 16 18 -15 -15 -14 -14 -13 -12 64 738 -12¢9
TOTAL: Part A+BeA and BeAdditions+ Receipts 20 1 L0 785 A58 334 422 534 666 55 B 3378

..
- JEXHIBIT -

Co-Payment 47 34 42 45 S8 S84 5% 4 20 179 -233 -50.
7 Co-Payment oo -19 -3.8 -38 40 45 49 -53 -538 -132 177 -9
. Difference .7 ~15 0.7 ~0s =10 {05 -1.9 -L1 ~12 <7 545 ~10.
otal, Proposed Additions 4z A5 5 03 0y 10 A0 13 -1 T @9 =
NET .5 Bl -0.1 0.0 2.1 0.1 e 42 Led ~1.7 ~1.5 -G
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: MITCHELL BILL-HOME HEALTH CO-PAYMENT OPTIONS

- Option 8 20% Co-payment After First 20 Visits Per Year, Effective 17156

flvy Gacal yexr, in billicns of dollars) ‘

Source: CBO Preliminary Analysin of Sen. Mitchell's Health Proposal, Augaest 9, 1994, Tables 1 and 2 and HCFA Estimates, August 273, 1994,

2000 001 2002

FROVISION 1995 199% 997 1993 1999 2003 200032 199S-1999 1995-2000  1995-2004
Pat A

Enpatient PPS Updutes 0o w43 -16 34 5 s0 W7 138 174 53 -1o09 -S08
Reduoce Pugmerts ko Hospital Capital Do 08 -10 -12 -1.5 21 -22 -24 27 29 -46 67 -16.9
DSH Reductions a0 on -17 21 -23 25 -18 31 34 37 -6.1 B 2.6
BExtend OBRA93 SNF Update Freeze a0 01 0.1 02 02 02 02 02 03 A3 0.6 08 -18
Prohibit PPS Exemplions for New LTC Hosp 8 - 2 41 41 - 41 a2 0.2 03 £3 04 03 45 17
WMedicare Dependent Hospitals - 01 01 a1 a - op oD o o0 03 03 03
Sobe Commmrity Hospilale P a 2 a a a " . s . oo 0o ‘00
Part A Intevactions on 040 0.1 0.2 C4 06 [+ 09 1.1 13 07 13 53

Essential Acvess Commrunity Hospitals
Medical Assistant Facility Paynvents 0.1 ol a3 2.1 01 01 21 21 o1 01 05 06 1.0
Rural Primnary Care Hospitals (RPCH) Paymts 01 at ot a1 (3] oz 02 02 02 22 05 o7 15
© Sabaotal, Part A 02 0.6 28 47 78 A 124 55 -181 | <131 4.5 ~246 7

Part B Redurtions

- Reduce Updates for Physician Servioes 44 S 1 T T 3 07 43 03 09 -10 -1.0 -11 Al -39 79
Use Real CDP in MYPS for Pliysician Services 90 0o 03, 08 -1.6 25 A3 42 53 %66 27 52 -24.6
Correct MVPS Upward Blas L3 0o g on 02 45 -14 -6 29 B5 02 08 -142
Elminste Formwta Driven Overpayments 08 -3¢ 13 18 23 32 42 S5 71 91 22 104 363
Pavhibition on Balance Billing (151} 21 062 02 0z 02 03 03 03 03 07 09 21
Laboratory Coinsunamce 047 41 13 44 16 48 22 23 26 29 51 29 -7
Payments to Eye/Ear Specislty Hoq:ihls . » a 09 00 o0 on 0.G 0o 00 00 a0 0.0
Competitive Bidding for Part B Services «@ 401 01 61 9@ o1 01 02 02 02 04 45 12
Competitive Bidding for Clinical Lab Services [ 1 02 -0.3 A3 03 04 84 0.5 0.5 06 -1 -15 25
Durabie Medica! Equipment Price Reduction a a 0.1 4.% <1 R ik | a1 A1 4.2 D2 403 04 -1.0
Payments for MI) Assistunts /Nurse Pract a0 o0 a1 a2 ary, 03 04 0.5 a8 o7 a6 Q9 3
Beduce Payments to High-Cast Medical Seaffs 00 00 o0 05 43 L8 08 49 1.0 -1 -3 -21 -58
Permanent Extension of 25% Part 8 Preméurm o0 06 09 14 a6 -1 -28 -50 77 43 35 5 -8
) Sub-total, Part B 49 -3 28 38 47 08 153 NS 86 3605 176 -284 1298
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MITCHELL BILL-HOME HEALTH CO-PAYMENT OFTIONS
Option 8: 20% Co-payment After First 20 Visits Per Year, Effective 1/196
{by fiscal year, in billions of doflayrs)
&muuCﬂoﬁdhhmymmhﬂuf&nNm&dhHhmhﬁqmulkquQlﬁkfﬂﬂsludZﬂd}KI&Ewhuh&Aqmﬂﬁﬂﬂl

1T

a7 OnH

115 -154 % |
K73 23 &0
12 38 N4
04 &5 05
05 as A2
52 218 532
29 a7 7
! ! -10 14 A
ed MSP 100 to 20 @ 00 OP G0 02 00 00 02 04 00 o0 1
B Deductible @ $150 00 08 00 00 07 13 33 13 14 47 20 7
B Interaction _ o1 02 92 02 08 ©6 0§ 06 OF B R 17
Sebotal, Proposed Addions 02 A5 06 93  -1A .19 20 .23 26 35 24 -18,
Offsetting Receipt Changey , . .
Income-Related Part B Premium ($80K /$100K) 00 00 20 20 28 35 44 55 69 %8 103 358
Extend HI Tax 1o A State/Local Employees V 00 16 A8 15 15 14 44 13 12 %4 I8 129
TOTAL: Pxrt A+B+A and B+AddiGonssReceipts 20 49 I3S -0 5B 339 06 53T 668 807 “04 283 21
-~ %
~ (3 l‘ = S o e B o o o e
chell Co-Payment 07 34 42 46 SpP 54 59 68 70 79 23 50.2
Option 8 Co-Payment 60 7 30 33 35 39 43 48 50 15 154 v
47 47 12 23 1§ A5 16 18 20 44 79 155
otal, Proposed Additions 45 05 08 -4 A3 20 23 .26 35 a4 1514
05 12 06 A5 41 04 04 05 06 29 28 o4
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Home Health AIterthives 8/19

Mitchell Bill Provision

The Mitchell bill has 20 percent copayment ftor all home health
visits beginning 7/1/95. This provision saves $50.3 billion
between FY 1895 and FY 2004.

Alternatives
Savinge loss figures for alternatives are relative to the

Mitchell bill.

Effective date and copayment percent alternatives

(1) No copayment until 1/1/98, when 20 percent copayment would
start.
Savings total: $34.9 bil. Savings loas: $15.9 bil.

(2) 10 percent copayment beginning 1/1/96.
Savings total: $24.7 bil. gavings loss: $25.6 bil.

(3) 10 percent copayment beginning 1/1/86, 20 percent copayment
beginning 1/1/00.
Savings total: $39.4 bil. Savings loss: $10.8 bil.

Front-end Copayment Altg@rnatives

{4) 20 percent copayment for first 150 visits per year,
offective 1/1/96. NoO copayments after 150 visits per year.
savings total: $38.1 bil. savings loss: $12.2 bil.

(5) 20 percent copayment for first 100 visits per year,
' eftective 1/1/96. No copayments after 100 visits per year.
Savinys total: $32.4 bil. Savings loss: §17.9 bil.

(6) 20 percent copayment for first 60 visits per yoat, effecﬁive
1/1/36. No copayments after 60 visits per year.
Savings total: $24.2 bil. Savings losss $26.1 bil.

Back-end Copayment Alternatives

(7) 20 percent copayment after 10 visits per year, etfocﬁive
1/1/96. No copayments on firgt 10 visits per year.
Savings total: §35.8 bil. savings loss:r §10.5 bil.

{8) 20 percent copayment after 20 visite per year, effective
1/1/98. No copayments on first 20 visits per year.
Savings total: $34.6 bil. Sevings losg: $15.6 bil.

(3) 20 percent copayment after 40 visits per year, effective
1/1/96. No copayments on first 40 visiis per year.
Savings total: $27.2 bil. Savings loss: $23.0 bil.
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Proposals Impose & 20 percent co-insurance regquirement for home
health visits

YFront End": Impose co-insurance upon first visits and
none thereafter for the Ye&ar. . A

"Back End": - Impose annual co-insurance only after
: vinits

Advantages of Front End:

* Traditional, catastrophic-like insurance pollcy, which
protects the most vulnerable users who requirse long-term .
home health care (poorer population with chronic illness
or disabllities)

* Spreads out & relatively reasonable cost-sharing
raquirement (example: $689 per year for 53 visitas € $13)
upon the majority of the home health user population

* Population (relative to chronic users) is younger, with
e slightly higher mean income; and more likely to carry
Medigap policy to cover the co-pay

- Brings the home heaith benefit in line with thé cost-
sharing principle of most other Medicare benefits

Advantages of Back End:
hd Imposition affects a smaller number of users
* While long-term users may be poorer, they also may be

oligible for Medicaid (QMB) which would cover much of the
co-pay requirement
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DISTRIBUTION OF VISITS — HOME HEALTH
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ID: V AUG 13'94  16:02 Np.004 P.0O2

August 13, 1994
To: Nancy-Ann Min
Chris Jennings
Barry Clendenin
From: John Richardson
Subject: HCPA 8/11 Options to Reduce Medicare Home Health Copayment to 10%
As you requested, we offer the following comments on the list of proposals to offset
savings lost by changing a Medicare savings proposal in the Senate Leadership bill.
- There may be

other changes to the Senate Leadershlp propocal that would reduce the amount
of savings lost.

The Senate bill would impose home health copayment immediately upon
a beneficiary’s discharge from an inpatient hosp;tal This could be
inconsistent with other Medicare Part A coinsurance requirements --
inpatient hospital coinsurance is not required until after 60 days and
skilled nursing facilily coinsurance is not required until after 20 days of
care. The Health Security Act (HSA) proposed to wait until after 30 days
before requiring 10 percent home health comsurancc

- An alternatwe would be to retain the 20 percent copayment, but not
requ:re it until after 20 or 30.days of care. Another alternative would be to
require a 20 percent copayment after a certain’ number of visits, e.g., 20 or
- 30. The actuary could provide savings eshmates for these alternatives.

K J

P

These alternatives would emphasize that home health care is meant to be
a relatively short-term benefit to.assist in a beneficiary’s recovery from a
spell of illness. Substantial coinsurance after an appropriate recovery
period would prowde a s,trong disincentive to abuse of the home health
beneﬁt : -

' Home health expenditures continue to be one of the fastest growing parts
of Medicare. Between FY 1994 and 1999, the actuary projects that home
health spcndmg will grow by 72%, from $12.3 billion to $21.2 billion. Tn FY
1989, Medicare spent $2.5 billion on home health services.

2. Further Reduce 1995 Physician Fee Increases: Under the fee system created in
OBRA 89, physicians would be “rcwarded” for low spending growth in FY 1993

by receiving a “bonus” in their 1995 fee update equal to the difference between
the actual FY 199‘3 growth rate and the volume pe:formance standard (MVI’S) for

*
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that year. The HSA proposed to reduce the large projected 1995 increases by 3

percent for surgical and non-surgical services, holding primary care harmless.

The Senate Leadership bill would add one percent more reduction to a]l three
categories of physician services. :

The 8/11 proposal would eliminate entirely the “bonus” part of the 1995 fee
increase, giving all three categories only an inflation adjustment of 2.2%
Eliminating the MVPS “bonus” may be perceived by physician groups,
particularly those representing surgeons and primary care doctors, as “reneging
on the deal” they believe was made with Congress to enact physician payment
reform in OBRA 89. It may also be seen as inconsistent with the HSA policy of
holding pnmary care services harmles< from reductions.

If this were a concern, an alternative wou]d be to allow a smaller portion of the
MVPS “bonus” without eliminating it entirely. For example, the 1995 surgical
fee increase could be reduced by 6.8 percent instead of 4 percent (for.a net fee
increase of 6.4 percent), which would allow about half of the “bonus.”

. Increase Part B annual deductible from $100 to $150: This proposal would be felt
directly by beneficiaries, but it has a strong policy rationale. The Part B deductible
has been increased only three times since Medicare began in 1966, when it was set
at $50. The deductible has fallen in relation to average annual per capita charges
under Part B from 45 percent in 1967 to about 5 percent in 1993. According to

- CBO, an increase to $150 effective January 1995 would, not increase any Part B

: em‘cil]ee -out- of—pocket costs by more than $50 in 1995.

. [jM( [2aymg 31: Improvement: This propmal was mduded n the HSA Itis

intended to encourage effxcxency in HMOs operating in counties with above-
average Medicare costs, while increasing Medicare reimbursement to HMOs
operaimg in paxtlcularly bclow-average cost counties, encouragmg them to accept
Mcdlcarc bcncﬁcmnca :

303 OBRA 9'% extended through 1998 an OBRA 90
provision, applicable to employerq with 100 or more employees, making
Medicare the secondary payer for disabled enrollees with employer-based health
insurance. The 8/11 proposal would lower the employee threshold from 100 to
20 empluyees effective January 1, 2002.

This proposal was included in the HSA, where it was tied closely to universal
coverage - it was to be effective January 1, 1998. The logic in the IISA was that
with broad community rating, small employcrs would no longer be vulnerable
to paymg lnbher premlums for covering disabled or. other high-risk mdlwduals
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The 8/11 proposal is most consistent with the HSA if the employer mandate is
triggered in the Senate Leadership bill. Absent universal coverage, it may be
argued that this proposal exposes small employers (under 100 workers) to high
premiums for covering high-risk individuals. On the other hand, the Senate
bill’s small-market insurance reforms may answer most of these arguments.

This proposal seems to be duplmatwe of the DSH reductions already the Senate
Leadership bill. According to Sec. 4103 of the bill, the Secretary is directed to .
reduce DSH payments by 50% in States as they become “participating States”

" under the bill.

- 7. h i i ) ‘ D NS S0% Jo ¢t )

Like the fifth 1te1n this proposal makes the most sense if the employer mandate
is triggered and universal coverage is achieved. Reductions in DSH payments
are directly linked to increasing health insurance coverage, because both policies
are designed to reach the same low-income population.

One possible alternative to reducing DSH by 60% on 1/1/ 2002 would be to reduce

DSH by 70% (i.e., by another 20% beyond the reduction already in the Mitchell
bill) upon the triggering of universal coverage -- this is the reduction in the HSA.

Attachment (HCFA 8/11 Proposals)
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ID:
_Reduce liome Health Copayment to 10% 8711
FY9S~
Drop _ »
HH Copayment from 20% to 10% 1/ ~$24,300
Add | |
1993 Physician Update 2/ - 7,150
Part B Doductible € $150 %/ 7,200
HMO Payment Improvement 4 3,350
visabled MEP 100 to 20 5/ 1,044
Part B Premium Offsot ~4,0863
DSH € 501 (1/1/00) &/ 7,093
DSH @ 60% (1/1/02) 7/‘ ‘ 2,_34'}
HI Inteoraction ~283

Total $24,398
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Proposals

1/ 'Reduce the proposed home health copayment from 20 percont to
' 10 percant.

2/ . Reduce the 1995 physician update from the Senate bill level
of 9.2 percent for sgsurgical services, 8.4 percent for
primary care and 2.7 pexcent for other services to 2.2
percent, thea lavel of the Medicare Economic Index (the
physician inflation factor). This would reduce the Senate
bill physician update by an additional 7 percentage points
tfor surglca] marvicee, 6.2 parcentage points for primary
care and 0.5 percentago points for other servicesa..

3/ Effective 1/1/99, 1ncréase the pPart B deductibla to §150
from $100 . (The Part B deductible was raived to 3100 in
199¢, and raised to §75 in 1983). :

4/ Beginning with 1995, establish separate .national maximum and
minimum setandards for the Part A and Part B portions of the-
AAPCC rates, The standards would ba phased-in ovar fiva
years (e.g., 20 percent in the first year, 40 percent in the

_ cocond year, otc.) and be baged on 95 percent of the USPCC.

Counties whose Part A AAPCC ia above 170 percent of 93,
percent of the Part A USPCC would be limited to that amoant
unless the Part B portion of thelr rate was below 95 percent
of the Part B USPCC. The standard for the Part B portion of
the rate would be the same except the standard would be set
at 150 percent of 95 percent ot tha Part B UsPCC.

The m{nimum utandard would not be phased in. Countiea whoso
Part A AAPCC i ‘below 80 peruent of 98 parcent of the Part A
UEPCC would be {noreased to that amount unless the Part B
portion of their rate waa abovae 95 percant of the Part B -
VSPCC. The standard for the Part B portion of the rate
would be the same.

5/ Bffective 1/1/62, lower the threshold frem 100 to 20
: employees for disabled persons for’ application of the
Medicare secondary payor proviaions.

6/ Effective 1/1/Q0, increama tha raduction in Medicare DSH
payments from 33 to SO percent.

2/ Effective 1/1/02, increase the reduction in Medicare DSH
payments from 30 percent (effective 1/1/00) tg 30 percent.
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Distribution of Home Health Users by Number of Visits, 1987 and 1997

The pmpoftion of users receiving 200 or more visits has grown substantially.
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"Source: HCFA unpublished data.
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| Distribution of Home Health Expenditurés by Number of Visits, 1'987 and 1997

* Percent of Home Health Expendiutres

Users with 200 or more ws;ts now account for nearly half of home health spend:ng, in 1987 they

accounted for only one-twent:eth
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Note: The percentages cited for 1987 data do not sum to 100% due to rounding.

Source: HCFA unpublished data.
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Distribution of Home Health Users by level of Visits and Income

Home health users who receive over 100 visits tend to have lower incomes than those

who receive under 100 VISn‘s

N

Users with 1-100 Visits - Users with Over 100 Visits

63% |
76%

14%

21% _
= Less than $15,000 E3 $15,000-$25,000 M Over$25,000

Source: HCFAIOfﬁ-ce of Strategic Planning: -data from the Medicare Current Beneficiary Survey, 1995.
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lnsurance Coverage for Home Health Users
and Non-Users

A greater percentage of home health users have some Medicaid coverage than non-users.

Non-Home Health Users - o H'ome'HéaIth Users

__16% _ 28%

. 110/0

13%

m Medicare HMO &5 Medicaid = Private Health Insurance ™ Other (3 Medicare Only

Note Individuals in Medicare HMOs may have had additional or different insurance coverage sometime during the year The

- percentages do not sum to 100 percent due to rounding.

Source: HCFA/Office of Strategic Planning: data from the Medicare Current Beneficiary Survey, 1985.
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Out-of-Pocket Total Health Care Costs for Home Health Users, by Visit'ﬁl_evel

| Because they are less likely fo qualify ‘for Medicaid but cannot afford supplemental coverage,
individuals with over 100 visits and incomes from $15,001-325,000 have the highest
total out—of pocket health care costs.

$8,000 —
$7,000 —
$6,000 —
$5,000 —
$4,000 -
$3,000 —
$2,000 —

$1,000 4

$0 -

" Lessthan$15000 $15001-§25000 . Over $25,000

) Users with 1-100 visits 5 Users with over 100 visits

Note Total out-of-pocket costs includes coinsurance, copayments and deducﬂbles Medicare Part B premiums and private |
premiums are not included.

Source: HCFA/Ofice of Slrategnc Planning: data from the Medicare Current. Beneficiary Survey, 1995.



