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~hanks so much for meeting with us today and for your continued support 
ef 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 that meeting. 

:As a follow-up on related issues 1 I thought you might be interested in 
:the attached very important but small home care issues. ,We would1 

greatly appreciate your including these provisions in the President/s 
plan. As you/ll see l they include making permanent the waiver of 
Iliability (which is scheduled to expire this year) and exempting home 
icare and hospices that perform only simple procedures from CLlA. 

~hank you again for your interest in home care. Please 1 free to 
contact me if you 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.;/ ,. 

!Sincerely 1 

, Lu~ 
ILucia DiVenere 


I'Deputy Director 1 . Government Affairs 


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



':'w 

NATIONAL ASSOCIATION FOR HOME.CARE KA YE DANIELS HONORABLE FRANK E ..MOSS 
519 C STREET, N .E., STANTON PARK SENIOR COUNSEL CHAIRMAN OF THE BOARD 

WASHINGTON, D.C. 20002-5809 VAL J. HALAMANDARIS STANLEY M. BRAND 
(202) 547-7424, FAX (202) 547-3540 • PRESIDENT GENERAL COUNSEL 

MAKE . PERMANENT THE WAIVER OF LIABILITY FOR HOME, HEALTH AGENCIES I 
HOSPICES AND. SKILLED NURSING FACILITIES . 

Issue: The Medicare 'faiver of liability, which provides a s;afety-zone 
for home care, hospice and skilled nursing providers arid patiEmts, 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 l;:lUffer, 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 privat~ insurance. 

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

" 

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

Proposal: Congress should make permane~t the waiver of liability for 
home health care and hospice agencies and for skilled nursing 
facilities in this year's reconciliation bill. Without this provision, 
the availability of Medicare home care, hospice and skilled nursing 
services may be severely compromised for many individuals in need of 
this care. 

Background: The waiver of liability was created by Congress in 1972 
to protect Medicare beneficiaries who are later det.ermined to be 
ineligible or the ,services are later determined not to b~ covered. 
This cushion for error was created by Congress to encourage providers 
to render services to Medicare beneficiaries. 

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

. . 

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




, '. 

'WAIVER or, LIAB,ILITY (cont'd) 

'.' ' 

In the home'health setting and for hospices, in order for an. agency to 
be compensated under th,ewaiver presumption, ',its overall denial of 
claims rate must be less·than'2.5%of the Medicare service~'provided. 
For skilled nursing facilities, the denial of ~laims 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 providers to use due, diligence in determining 
eligibility,coverage. " ' 

I' 
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PERMANENTLY EXTEND WAIVER OF LIABILITY 

WAIVER OF LIABILITY FOR HOME HEALTH AGENCIES.-- section 9305(9) (3) .. 
of the Omnibus Budget Reconciliation Act of 1986, as amended by 
section 426(d) of·the Medicare Catastrophic Coverage Act of 1988, 
and amended by section 4027(b) (3) of the Omnibus Budget 
Reconciliation Act of 1990, is amended by striking. "and before 
December 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 agenc:j.es 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 c~rtified home health agencies and 
hospices perform simple and routine tests that the FDA agrees pose no 
health or safety risk to patients. Under CLlA" agencies that perform 
only these tests must apply every,two years to HCFA for a waiver from 
CLlA requirements. This application includes completion 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 CLlA was intended to 
regulate. 

Proposal: CLIA should be, amended to require that only home health 
agencies ?ind hospices that perform complex te~ts must apply to HeFA for 
certification. Agencies and hospices that do not apply 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 c:;ertified 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 certification are performing complex 
tests. 
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August 1995 

CLIA LEGISLATIVE LANGUAGE 

Option 1. Language to separately address the waiver and moderately 
complex test issues. Amend .current law in the following way: 

. 	 \ 

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

. 	 . .. 
Amend the language in 'Paragraph (2) --Req'uirements 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 

procedures described in paragraph (3) shall be. exempted from the 
reguirements of this act. The Secretary shall not reguire any 
reporting or application for exempt laboratories. [remaining language· 
in paragraph 2 deleted.] 

Renumber subparagraphs in Paragraph 3 (a) in the following way: 
Subparagraphs AI' BI and C, become (i). (ii). and (iii). 

Add at the end of 3(a) a new subsection (b) that reads: 

(b) Home health agencies and hospices. When performed by a home 
health agency or hospice 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 

Secretary. are those which: (i) are performed only on a limited basis. 
(ii) are performed on-site in conjunction with the clinical assessment 
of the patient ,and (iii) the Secretary has determined to pose no 
reasonable risk of harm to the patient if performed incorrectly .. 

Option 2. Language to exempt home health agencies and hospices from 
CLIA uniess 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 agencies and hospices that perform 
safe tests would be to include language in .CLIA such as: 

Entities defined under Sections 	1861 (o) and 1861 (dd) (2) are not subject 
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, even though home health agencies are. not told 
when a patient joined an HMO. In these cases, home health agencies are 
not paid for care they provide in good faith. 

Issue 

Des.pite 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 is often 
significant· lag time between· when a beneficiary has enrolls in a 
Medicare HMO and when this .informatibn is entered on the CW~ database. 
Moreover, Medicare HMO enrollees often fail to fully understand that 
HMO enrollm~nt means they cannot go to any agency they choose, 

Recommendation 

To resolve' this issue Congress should: 

* 	 Allow Medicare-certified home health agencies access to 
beneficiary enrollment information. 

* 	 Establish a "hold harmless II provision, under which providers 
who in good faith provide care to HMO members and others not 
enrolled in the fee-for-serviceMedicare program, would have 
their claims paid; . 

* 	 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 provides more incentives for Medicare beneficiaries to 
enroll in Medicare HMOs, the need for timely enrollment status 
information becomes greater. Despite providers' best eff,qrts 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 INFORMATION 

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 beneficiaries. 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 "in regul!ilt:;ions". the 
following: 

I such enrollment shall not be effective until the enrollment 
information is included in the enrollment data base as required by 
subsection (k). 

Section 1879 of the Social Security Act (42 U.S.C. §1395pp) is 
amended by adding at the end the following new subsection: 

(i) Notwithstanding any other provisions of this 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 coveraqe as a result of the individual's 
enrollment in an organization eligible to receive payment under 
Section 1876 shall be entitled to have payment .made for such items 
or services 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 services in case of comparable situations 
ari'sing thereafter. The Secretary' is authorized to develop a 
method by which payment' under this subparagraph made to the 
provider on. behalf of an individual shall be taken into account in 
determining the rate of payment to organizations eligible to 
receive payments under Section 1876. . 
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Specific Home Health Fraud and Abuse ,Recommendations 

In addition to the fraud and abuse proposals set forth by ,the 
Coalition of Health Associations United ,Again,st Fraud and Abuse, 
NARC has specific, recommendations that apply to the home health 
industry. 

A. 	 Limit Agencies' Ability ,to Subcontract Care. Medicare 
certified home health agencies should be allowed to, utilize 
only a limited amount of subcontracted caiefor the dominate 
health care service, such as nursing, which they provide. 

B. 	 Mandate Preedom of Choice Information. Hospitals, 
physicians and other health. care providers sho:uld beI 	 I 

req~ired to giv~ patients full information about the 

availability 'of, Medicare certified home health agencies 


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

be prohibited from steering patients to certain agencies. 


C. 	 Provide Detailed and Appropriate Explanation of Benefits to 
Home Health Patients. Informing pati'ents of bills,submitted 
by home health agencies for their care will allow 
beneficiaries to join in the, enforcement effort. 

D. 	 Home Health Agencies should be Prohibited from As'sisting 
Physicians in Care Billing. Home hea:i.th agencies should be 
prohibited from providing 'record keeping and bill 
preparation services to physicians for their role in home 
care. 

E. 	 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. 

http:quality.of
http:hea:i.th
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LIMIT MEDICARE REGULATIONS TO MEDICARE REIMBURSE~ CARE ONLY 

Strike Section l89l(a) (4) of the Social Security Act (42 U~S. Code 
Section l395bbb(a) (4» and insert the following new paragraph: . ill 
the agency ,includes an individual's plan of care as part of the 
clinical records. The plan of care shall be established and 
reviewed CA) by a physician, or, CBl where the individual does not 
receive skilled nursing care or other skilled home health services 
and the nurse assessment of the individual determines that a 
physician's 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 RBIMBtJ'RSBD CARE 

Present Law 

Medicare certified home health agencies have to comply with 
Medicare r~gulations '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 limitations, activities 
permitted, nutritional requirements, medications and treat~ents, 
any safety measures to protect against injury; instructiops 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 dare. 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 ,forn6n-M~dicare paying patients is not needed, 
especially 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) 

Recommendation 

Limit the requirement that Medicare certified home health agencies 
have all care plans certified by a physician to-apply to Medicare
patients only. 

Rationale 

Under current law, an individual who contracts with a Medicare 
certified( agency, even for purely custodial care or health 
promotion), must have this care prescribed by a physician before it 
can be provided. This regulatory requirement is unnecessary, 
burdensome and contributes toincrease~ 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 organizations that do not have-to 
meet these requirements. - 
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FIN A L 

9-25-95 

Comments on the Chairman's Mark .for the 

Senate Finance Committee's Budget Reconciliation Package 


Home Health Services' Payments 


Issue 1: 	 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 visit 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 required to 
prevent overpayment situations. 

Rationale: Agencies may have higher visit costs but still provide 
care within the episo4e caps. They would have cash flow problems 
until the end of the year settlement on the aggregate episode cap. 
A prospective ~ayment system should support providers that can 
achieve the goal of containing overall episode costs. Allowing 
payment up to the cost limit with monitoring to· prevent 
overpayments protects both agencies and the Medicare program. 

Issue 2: 	 Calculating the per episode limit (#3) 

The proposal calls for calculating the per episode limit for a base 
year using the 1994 home cost report data. 

Industry 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 incieases. 

1 
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Issue 4: Limits on sharing savings (#6) 

The proposal limits the shared savings to 5% 
aggregate Medicare payments in a year. ' 

or ss of an agency's 

Industry Proposal: The horne health agency retains 50% 'of the total 
savings. ,However, in light of more onerous provisions in the 
Senate proposal, the HHA should retain all the savings. 

Rationale: Since the 50% share of savings was not scored 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 horne health agency to provide care up to the 
level where the sharing 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 horne health services· for. a period of 60 

'days. ' 

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

Rationale: Medicare beneficiaries who use horne health services are 
those with significantly more health care needs th~:m the general 
Medicare population. For example, in 1992 70% of horne health users 
were hospitalized during the year as compared to 13 % for non-horne 
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 horne health market basket minus two percentage points 
arid rebasing the episode cap every. two years. ' 

Industry Proposal: Per visit payment rates and episode caps would 
be updated annually based on the horne 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 limits on 1994 data would 
represent a cut back in current home health benefits and .could 
adversely impact the health status of home health' patients. A . 
reduction in the episode cap requires home health agencies ,to 
reduce services to beneficiaries. 

Is~ue3: Basing episode limits on the mean cost of 120 days' of 
care while requiring agencies to provide up to 165' days: of care 
(#6) 

NARC and Industry Position: Services provided between day" 12i-165 

should apply towC!.rd the aggregate episode cap. During the. 

first ,year of the PPS system, a case .mlx and payment methodology 

for extended care cases should be developed to adequately reimburse 

for and c.ontrol 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 .. 


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 ~fter 120 days. If the episode cap 
is ~et at 100% of the ~ean cost of care for .120 days, this proposal 
is in ef requiring home health agencies to provide servic;:es for 
45 days without any reimbursement that reflects this care. The 
likely response is that home health agencies will' not accept or 
limit patients into care if there is a prepictable 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 serving these types of patients. 

Implementing an untested system with this 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 is generally the 

least ,expensive alternative for ongoing health care services, but 

if it is not available there will be.an increase in the use of 

hospitals and nursing facilities. 


Alterna~ives 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' l 110%) to offset the 

.losses.." " " 
3. 	 If any amount of time is applied to the 120 day episode' 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 
~lso likely that some agencies' case mix would include a 
disproportionate number of long stay patients without adequate 
reimbursement. . 

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

Industrv 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 9: The waiver of liability shall not be extended (#15) 

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

Rationale: Waiver of liability is necessary to ensure that 
patients are not refused care because providers may be unsure the 
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care will be covered under Medicare. It also saves administrative 
dollars by avoiding ca~e by case adjcidications. 

Issue 10: Recertification at 30, 60, 120, and 165 days' (#1~) 

The proposal requires the intermediary to recertify care at the 
intervals specified above . 

. Industry Prooosal: The industry proposal does not include 
recertification by intermediaries. 

Rationale: Once the. patient 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. 

Issue 11: Provisions not contained in the Senate proposal 

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

Rationale: Changing financial incentives to provide less service 
calls for changing quality control measures. Providing a mechanism 
for patients to challenge coverage decisions made by home care 
providers is essential. The PPS syst~m 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 supplies and security costs will not be 
accounted for in the case mix classification to.adjust episode 
reimbursement and therefore, should be reimbursed separately. 

5 
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Mitchell Bill P~ovie1on 
The M1echell bIll has 20 percent copuyment tor all home health 
visits beq1nn1ng 7/1/95 • . This provision 5ave5 "O.l billion 
between FY 1995 and FY 2004. 

Alt.~natives 
savinqs loss figures for alto.rnatives are relative to the 
Mitchell bill. ., 

~tfective dato ana copayment percen; alternatives 

( 1) No copayment until 1/1/98, when 20 percent copayment would 
start. 
Savings eoeal: 534.9 bil. Saving5 lOiS: $15.9 bil. 

(2 ) 10 percent copayment beginning 1/1/96. 
Savings total: $24.7 bil. Saving. loss: 525.6 bil. 

(3) 	 10 percent copayment beginning 1/1/96, 20 percont oopayment 
beg1nning 1/1/00~ 
Savings total; $39.4 bil. Savings losa. $10.B bil. 

~ront-ena Copayment Alt,rnatives 

(4 ) 20 percent copayment for first 150 vislts per year, 
effective 1/1/96. NO copaymenta after 150 visits per year.
savings total. $38.1 bil. Savings loast $12.2 bill 

(5) 	 20 percent copayment tor first 100 visits per year, 
effective 1/1/96, No copayments after 100 v1iil1ts per year. 
Savinys total: $32.4 bU. Saving5 10881 S17.9 bU. 

(6) 	 20 percent copayment for fir5t 60 visits per year, effective 
1/1/96. NQ cOpayments after 60 visits per year.
Savings total; $24.2 btl. Savings loss, $26.1 bil. 

Back-:-end Copayment Alternatives 

( 7) 20 percent copayment after 10 viSits per year, effect1ve 
1/1/96. No copayments on first 10 visits per year.
Savings total: $39.8 bil. savings 10881 $10.5 bil. 

(8) 	 20 per~ent copayment after 20 vis1ts per year, ettece1ve 
1/1/96. No copayments on first 20 visit. per year. 
Savings total~ $34.6 bil. SavinY8 10SSI $15.6 bil. 

(9) 	 20 percent copayment after 40 vls1es per year, effective 
1/1/96. NO copayments on first 40 Vi8its per year. 
Savings total; $27.2 bil, Savings loss: $23.0 b1l. 

, : . i 
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"lRONT" vI· "BACIS-LOl;DING It RHA CO-PAYMENT 

Proposal. 	Impose a 20 percent cO-insurance requirement for home 
h93.lth visite 

"Front End". 	 Impose co-insurance upon first _ viIDits and 
none thereaftor tor the year. 

"Back End", 	 Impose annual CO-insurance only after ____ 
vhite. 

Advantages of front End: 

* 	 Traditional, cQtaDtrophic-11~e 1nsurance policy, which 
protects the most vulnerable usera who require long-term . 
home health care (poorer population ~ith chronic illness 
or disabilities) 

• 	 Spreads out a relatively reasonable cost-'l5har1ng
requirement (example: $689 per year tor 53 visits @$13) 
upon the majority of the home health user populat1on 

popula~ion (relative to chronic users) is younger, with 
a el1ghtly higher mean income, and more likely to carry
Medi9ap policy to cover the co-pay 

• 	 BringD the home health benefit in line with the cost
sharin9 principle of most other Medicare benefits 

Advantages of Back End: 

* 	 Impo5ition atfects a smaller number of userID 

* 	 While long-term userlil may be poorer ,they also may be 
eligible for Medlca1Q (OMB) Which would cover much otthe 
co-pay rQquirement 
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August 13, 1994 

To: 	 Nancy-Ann Min 

Chris Jennings 

Barry Clendenin 


From: 	 John Richardson 

Subject: 	 HCFA 8/11 Options to Reduce Medicare Home Health Copayment to IOn;;, 

As you requested, we offer the following commcnts on the list of proposals to offset 
. savings lost by changing a Medicare savings proposal in the Senate Leadership bill. 

1. 	 Reduce Home Health Copaymcnt from 20 percent to 10 percent: There may be 
other changes to the Senate Leadership proposal that would reduce the amount 
of savings lost. . 

• 	 The Senate bi)] would impose home health copayment hnmediately upon 
a beneficiary's discharge fraIl) an inpatient hospital. This couJd be 
inconsistent with other Medicare PMt A coinsurance requirements -
inpatient hospital coinsurance is not required until after 60 days and 
skilled nursing facility coinsurance is not required until after 20 days of 
carc. The Health Security Act (HSA) proposed to wait tmtil after 30 days 
before requiring 10 percent home healthcoinsuriul.cc .. 

~ An alternative would be to retain the 20 percent cbpayment, but not 
. require it .wltil after 20 or 30 days of care. Another alternative would be to 
.. re'quire a20'p'erce:ntcopayment after a certain· number of visits, e.g., 20 or 

30. The actuary could provide savings estimates [or these alternatives. 

• 	 These alternatives w(;mld emphasize that horne health care is meant to be 
a relatively short-term benefit to.assist ina beneficiary's recovery from a 
spell of illness.. Substantial coinsurance after an appropriate recovery 
period would provide a strong disincentive to abuse of the home health 
benefit. 

• 	. Home health expenditure:,; continue h.l be one of the fastest growing parts 
ofMedicare. BetWeen FY 1994 and 1999, the actuary projects that home 
health spending will grow by,72%, from $12.3 billion to $21.2 billion. In PY 
1989, Medicare spent $2.5 billion on home health services. 

2. 	 Fw:ther Reduce 1995 physid()J) Fe~ Increases: Under the fee system created in . 
OBl{A 89, physicians would be "rewarded" for low spen.ding growth inFY 1~93 
byreceiving a "bonus" itt their 1995 fee update equal to the difference between 
the actual FY 199~ grow~:~ate:and the<volu.me<performance standard (MVPS) for 

".' """'. 

http:healthcoinsuriul.cc
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that year. The HSA proposed to reduce the Jarge projected 1995 increases by 3 
percent for surgical and non-surgical services, holding primary care harmle$s. 
The Senate Leadership bill would add one percent more reduction to all three 
categories (Jf physician services. 

The B/11 proposal would eliminate entirely the "bonus" part of t1\e 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 doctorsl as "reneging 
on the dea]1I they be1ieve was made with Congress to enact physician payment 
reform in OBRA 89 .. It may also be seen as inconsistent 'A,lith the liSA p'olicy of 
hoJding primary CClre services harmless from reductions~ 

If this were a concern, an alternative would beto 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 (fora net fec 
increase of 6.4 percent), which would allow about half of the "bonus." 

3. 	 Increase Part B cUlUual dedYktible from $100 to $]50: This proposal would be felt 
directly bybeneficiariesl but it has n strong policy rationale. The Part B deductible 
has peen 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 
CEOI an increase to $150 effective January 1995 would, not increase any Part B 
enrdl1ee/s· out.;.of-pocket costs by more than $50 in 1995. 

4. 	 HMO Eayment Improvement: This proposal was included in the HSA. It is 
intended ·toenc.otmige:efficiency in HMOs operating in counties with above
average' Medicare costs, w~ile increaSing Medicare reimbursement to HMOs 
oper.ating hi. particularly below~average cost counties, encouraging them to accept 
Medicare beneficiaries. . 

5. 	 Lower Medicare asSg~Qngary.Payer (MSP) threshold for disabled beneficiaries 
from 100 em,plQ)''i~s to 20: OBRA 93 extended through 1998 an OBRA 90 
proyision, applicable to employers with 100 or more employees, making 
Medicare the secondary payer for disabled enrollees with employer-based health 
insurance. The 8/11 proposal would low~r the cmploy~e threshold from 100 to 
20 employees 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 I, 1998. The logic in the HSAwas that 
with broad community rating, small employers would no longer be vl:llnerable 
to paying higher premiums' for covering disabled or other high-risk jndividuals. 

2 
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The R/11 proposal is most consi!;tent with the HSA if the employer mandate is 
triggered in the Senate Leadership bill. AbsenJ universal coverage, it may be 
argued that this proposal exposes small em.ployers (under ]00 "'Jorkers) to high 
premiums for covering high-risk individuals. On the other hand, the Senate 
bill's sm(lll·market insurance reforms may answer most of these arguments. 

6. 	 Increase the reduction ;n DSH payments fI'QIJ) 33% to 50% effective 1/1/2000: 
This proposal seem~ to be duplicative 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. 	 Increase the reduction in DSH payments from 50°&) to 6Qii'il effective] IJ 12002: 
Like the fifth item, this proposal makes the most sense if the employer mandtl te 
is triggered und universal coverage is achieved. R~ductions in DSH payments 
are diI:ectly linkt!d 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'X:. (Le., by another 20C

)'., 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 Prop()sals) 
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RUG 13'94 16:04 No.004 P.OSID: 

. Reduce Home aealth CopcytnflO;' to 10\ SIll 

FY95-Q4 
Drop 
HH Copayment from 201. te 10' 11 -$24,300 

Add 
1995 Phyo1c1An up~ate II 7,150 
Part B Ooductible @ ,150 JI 7,200 
HMO Payrnen't Irnprovoment.!7 3,350 
Disabled MSP 100 to 20 51 1,044 
Part S Premium Offsct - -4.053 
DSH @ 50' (1/l/00) 61 ',093 
DSH @ 60' (1/1/02) 7/ 2,34'
HI Intoractlon - -'.183 
Total '24,398 

I' 



.1.1). 	 nuCl .lJ ::;>'4 .l U ··U'-I I~U. UU'-t r. uo 

Proposals 

11 	 Reduoe tho propoaed home health copayment from ~o percent to 
10 pa%'cant. 

2/ 	 Reduce the lPQS phy&ieianupdato from the Ssnate bill layal
Or 9.2 percent tor surgical servicesj 8.4 percent for 
primary care end 2.7 percent for other eeryicee to 2.2 
percent, th~ lftv81 of the Medicare Economic Index (tho 
physician inflation teetor). This would raduca the sen4te 
bill physician update by an additional , percentage points 
for surgle~l ~Arvlca8, 6.2 percentage pOints for primAry 
care and 0.5 per~ent4gc polnt8(or other services •. 

]1 	 Effective 1/1/99, increase the Part B deductible to $l~O 
trom ~lOO. (The Part B deductibla WCI r.1~~d to $lOO in 
199f, and raised to '75 in 199~). 

i/ 	 Beg1rtnlnq with 1995 1 eetabllehaeper4te .nat1orialmcKlmum en~ 
rrd.nimum st.andards for the Part A and· Part B pottions of tho· 
AAPCC rat.es. The standards would be phaSed.-1n OV8r rJ.VA 
years (e.g' l 20 percent in the flr~t year, 40 'percent in the 
second year, etc.) and be based on 9S percent of the USPCC. 

Counties whoae Part A. AAPCC 18 above 170 percent ot95, 
porcent of the Part A USPCC would be limited to tha~amount 
u.nless .the Par1:B port.l0n or thelr rete was ~elow 9S. percent
of the Pe.i't B USPCC. The standard for the Pe.rt B portion of 
the rate would be the same except the standard would be let 
at l~O percent of 9~ percent Of the Part a uSPcc. 
'I"hA m.lnillium Atandardwould' notbe phased ln~ Countlee whoft8 
Part. A AAPCC b ;below eO percent ,of "percent. of .t.he Pert A 
USI'CC would be inoreased to thAt amount unle.,. the PaX't 8 
port.ion Qf the!rrate was abova95 parcant Of the Part B 
U!PCC. The Dtand.ard {ortna Part B·portlon of the rate 
would bo the same. : 

~/ 	 Effective 1/~/d2, lower the threshold from 100 to 20 
employee. for d18ablod porion. for application of the 
MecUcare seconda'ry payor pr()vlBions. 

§J 	 Effective 1/1/00, In~r~~~~ tho r~duetion in MB~iearB OSM 
payments from 33 to !lO percent. 

1/ 	 Effective 1/1/02, increase the reduction in Medicare DSM 
payments from '0 percent (ett6ctiv~ 1/1/00) to '0 percent. 
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Distribution· of Home Health Users by Number of Visits, 1987 and 1997 
, 
\J 
iJ 

\J The proportion of use~s receiving 200 or more visits has grown substantially. o 
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Distrib~tion of Home Health Expenditures by Number of Visits, 1987 and 1997 ;;) ... , 
1 
;;) 

Users with 200 or more visits now account for nearly half of home health spending; in 1987 they 
5 ' accounted for only one-twentieth. . 
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>l 
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 visits. 3

J ,_ 

j 
) 

J 

J Users with 1-100 Visits Users with Over 100 V;sits J 
J 

63% 

-76% 

10% 

..,. 

L.i Less than $15,000 ~ $15,000· $25,000 • _Over $25,000 

Source: HCFAlOffice of Strategic Planning: data from the Medicare Current Beneficiary Survey, 1995. 
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Insurance Coverage for Home Health Users ;) 

, 
Q 
;) 

... 
and Non~Users 

'-

Il 
:) 

A greater percentage of home health users h,ave some Medicaid coverage than non-users. 
'~ , . 
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Non-Home Health Users Home Health Users 

'16% 28% 

11%. 

130/0 

3%) 

• Medicare HMO ,~Medicaid Private Health Insurance _ Other 0 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: HCFAlOffice of Strategic Planning: data from the Medicare Current Beneficiary Survey, 1995. 



Out-af-Pocket Total Health Ca·re Casts for Home Health Users, by V;sit Level 
J 
~ 

:, 
l 

Because they are less likely to qualify for Medicaid but cannot afford supplementa/coverage, 
3 
J 
) individuals with.over 100 visits.and incomes from $15J 001-$25,OOO have (he highest 
) total out-of pocket health care costs. .) 
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Note: Total o'ut-of-pocket costs includes coinsurance, copayments and deductibles. Medicare Part B premiums and private 
premiums are not included. 

Source: HCFAlOfice of Strategic Planning: data from the Medicare Current Beneficiary Survey, 1995. 


