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2008 A Watershed Year: Hospice Poised for Change

For most of its 25 year history, the Medicare Hospice Benefit (MHB) was such a small portion of the Medicare budget that, with the exception of the Centers for Medicare & Medicaid Services’ (CMS) Operation Restore Trust from 1995 - 1997, hospice providers have not been subjected to ongoing regulatory scrutiny. Congress and CMS established beneficiary eligibility criteria, coverage requirements, conditions of participation, and a per diem payment system in 1983, telling hospices they were responsible for all care related to the terminal illness, and trusted them to act accordingly. Only about one percent of hospices have been surveyed on an annual basis so that some hospices go as long as 10 years between surveys. For the past several years, the National Association for Home Care & Hospice (NAHC) has been advocating for CMS to increase hospice surveys, and for Congress to enact legislation calling for a new hospice demonstration. In Congress, in an effort to determine the current needs of hospice patients and costs of providing efficient, effective services, such legislation has been introduced a number of times but never passed. 

As a result of exponential growth in the MHB expenditures over the past couple of years, the benefit has been given increasingly greater attention by the Medicare Payment Advisory Commission (MedPAC), the Government Accountability Office (GAO), Congress, CMS, the Office of Inspector General (OIG), and the president. 

· President Bush’s 2009 Budget calls for a $7.43 billion cut over five years in hospice reimbursement; 

· MedPAC is examining hospice payments and costs, and is considering recommending long-term reforms to the hospice reimbursement system; 

· CMS plans release of the new hospice conditions of participation (CoP) in May; 

· CMS requires weekly reporting of hospice visits and charges on July 1, 2008; and

· OIG will release a report on hospice plans of care and appropriate payments for services provided. 

Growth in Number of Hospices & Medicare Expenditures 

The number of hospice providers increased by 44 percent from 2001 to 2007. Freestanding hospices represented 44 percent of hospice providers in 2001, increasing to 63 percent in 2007. Home health agency based were next at 30 percent in 2001, but declined to 19 percent in 2007. Hospital based followed at 24 percent in 2001, declining to 17 percent in 2007. SNF-based agencies also declined from 0.8 percent in 2001 to percent). Most of the new hospices are in the for-profit category. As of February 2006, 46 percent of hospices were for profit, up from 31 percent in 2001.

The CMS Office of the Actuary reports that Medicare expenditures went from $6.7 billion in 2004 to an estimated $10 billion in 2007. CMS projects an average increase of nine percent per year to 2015. This rate is faster than growth projected for hospitals, physicians, skilled nursing facilities, and home health services. The number of Medicare beneficiaries is anticipated to increase at about two percent per year. The expected continuing growth is attributed to improved awareness and appreciation of the benefit by physicians, hospitals, patients, and their families. CMS has also promoted the benefit to providers and beneficiaries. With the aging of the population, Americans are more willing to discuss end-of-life choices.

Aggregate Beneficiary Cap Begins to Be Exceeded

Over the life of the MHB, very few hospices exceeded the annual aggregate per beneficiary payment cap amount. In 2007, MedPAC reported that 7.8 percent of all hospices exceeded the cap in 2005. Cap hospices are more likely to be proprietary, free standing with smaller patient loads (137 vs.282), and much longer lengths of stay (62 vs. 18 median days and 105 vs. 54 mean days of care per patient).

Administration Proposes $7.43 Billion Cuts in the MHB

President Bush’s proposed fiscal year 2009 budget includes a regulatory proposal that would permanently eliminate the budget neutrality adjustment for the hospice wage index, resulting in about a four percent cut in the hospice reimbursement rates each year. The anticipated savings would be $2.29 billion over five years. CMS is preparing a Notice of Proposed Rulemaking (NPRM) announcement calling for comments on elimination of the budget neutrality adjustment to be followed by issuance of a final rule.

This cut would be in addition to a proposed three-year $5.14 billion cut (a three-year freeze on the hospice market basket update, followed by a permanent 0.65 percent reduction in the annual hospice market basket update) in the Medicare hospice program. If Congress enacts the hospice market basket cuts and allows CMS to go forward with eliminating the budget neutrality adjustment, it would result in a hospice reimbursement cut of $7.43 billion over five years from a $10 billion per year program.

The hospice wage index is updated annually using the most currently available hospital wage data as well as any changes by the Office of Management and Budget (OMB) in the core-based statistical areas. These calculations are adjusted for budget neutrality to arrive at that year’s wage index. In 1994, as a result of disparity in wages from one geographical location to another, CMS established a committee to negotiate a wage index methodology that could be accepted by the industry and the government. NAHC participated in the Hospice Wage Index Negotiated Rulemaking Committee along with representatives of CMS and other hospice stakeholders. On April 13, 1995, the Hospice Wage Index Negotiated Rulemaking Committee signed an agreement for the methodology to be used for updating the hospice wage index which is now in place. At that time, CMS agreed to continue the same budget neutrality adjustment that was put into place when the benefit was created in 1983. Given that the agreement was entered into in good faith by all parties, action in this area should only be considered as part of a broader effort to refashion the hospice benefit.

Government Seeks Accountability

GAO Recommends Hospice Data Collection

Congress asked the GAO to study the appropriateness of the MHB reimbursement structure. In its report released in 2004, the GAO determined that modification of hospice payments may be warranted, but that patient-specific hospice data was needed to fully assess the appropriateness of such payments. Noting that there are limitations in the hospice cost report and claims data, GAO recommended that CMS collect more comprehensive, patient-specific data on the utilization and cost of hospice visits and services. CMS should then use the data to determine whether the hospice payment categories and methodology require modification, including any special adjustments for small providers. The GAO’s analysis showed that the 25 percent of hospices with the lowest costs had at least a 27 percent profit margin in 2000, and 31 percent in 2001. However, 34 percent of hospices in 2000 and 32 percent in 2001 had higher per-diem costs than reimbursement rates (GAO did not specify by how much). The GAO report, “Medicare Hospice Care: Modifications to Payment Methodology May Be Warranted” (GAO-05-42), is available at http://www.gao.gov/new.items/d0542.pdf
OIG Criticizes CMS for Lack of Hospice Oversight

The OIG of the Department of Health and Human Services (HHS) recently issued a report: “Medicare Hospices: Certification and Centers for Medicare & Medicaid Services Oversight.” The purpose of the study was to assess the timeliness and results of hospice surveys and the extent of the oversight CMS provides for the hospice program. Although the OIG is critical of CMS’s oversight efforts, it is clear CMS has been and is planning to focus more attention on its oversight responsibilities.

The OIG completed one study in 2007, “Hospice Payments to Nursing Facilities (NF)” where they compared patients at home and in NFs. Their research revealed that 28 percent of hospice patients resided in NFs in 2005, care was more expensive ($10,631 vs. $8,500 at home), there was a lower use of inpatient level of care, higher use of continuous care, and a longer length of stay in NFs (80 days vs. 62). Their 2008 study will determine the nature of care provided to NF residents, the extent of those services, and the appropriateness of Medicare reimbursement. OIG states they will determine whether hospice payments for services for dually eligible patients residing in NFs are accurate. They plan to examine the services provided by hospice and the nursing home to determine whether there are overlaps and, if so, identify duplication in reimbursement by Medicare and Medicaid.

MedPAC Recommends CMS Collect Claims Data

Congress asked MedPAC to provide a report on the adequacy of the MHB reimbursement rates by June of 2002. There are flaws in the cost report which make the data questionable, so in June 2004 and again in June 2006, MedPAC was unable to fulfill this request, and instead recommended that CMS evaluate hospice payments to ensure consistency with costs. MedPAC suggested that CMS collect data on the types of services different patients use by requiring hospice providers to report the information on claim forms or in cost reports. MedPAC also suggested that Congress evaluate payment refinements including payment adjustments for patient case mix, outliers, length of hospice enrollment, setting (home or nursing home), geographic area (urban or rural), eligibility requirements, and quality of care. In 2007, MedPAC concluded that the hospice payment system “is ripe for a major overhaul and there are many different forms that this overhaul may take.”

MedPAC reported the increase in utilization from 2000 to 2006 went from 513.8 million to 942.5 million beneficiaries. Spending nearly tripled between 2000 and 2006, from $2.9 billion in 2000 to $9.8 billion in 2006. They also noted that, consistent with earlier reports, the fastest rise in utilization is among nursing home resident beneficiaries with non-cancer diagnoses. Despite the benefit’s accelerating use, the distribution of short hospice stays has remained constant. More than 25 percent of stays are shorter than one week.

Possible Payment System Refinements

MedPAC states that the growth of the benefit and changes in the types of patients cared for led them to suggest that the payment system be evaluated and assessed as to whether it should be modified to improve payment accuracy. 

· The Medicare program needs to collect additional data (e.g., the number, frequency and duration of visits, personnel providing the care, and patient residence) to determine costs of providing care to different patients, and how those costs vary by patient and provider characteristics. 

· Adding to this data on the use of hospice and supply of providers could form an assessment of the adequacy of Medicare hospice payments. 

CMS Increases Hospice Oversight 

Expansion of Hospice Data Collection 

Effective January 2007, CMS began requiring hospices to include the location of hospice patients in their billing for services, and issued nine new Healthcare Common Procedure Coding System (HCPCS) codes (Q5001 – Q5009) for this purpose. For the first time, all hospice levels of care (routine home care, continuous home care, general inpatient care, and inpatient respite care) must be reported with the appropriate HCPCS code that identifies where the care was provided. 

Also effective January 2007, CMS began requiring billing for continuous home care in 15-minute increments. CMS stated they thought this new requirement was necessary as some hospices have been rounding hours in order to bill for the higher rate of reimbursement. There has also been an increase in the utilization of this level of care. 

On July 20, 2007, CMS released Change Request 5567 calling for hospices to report, on a weekly basis, the visits and charges per visit made by physicians, nurses, social workers, home health aides, and nurse practitioners effective January 1, 2008. Hospices were directed to report only the medically reasonable and necessary direct care visits made in all settings, including the inpatient level of care. Working with member hospices, NAHC was successful in convincing CMS that this was a monumental undertaking for hospices to comply. CMS then delayed the effective date to July 1, 2008. NAHC has created a data collection task force to help hospices meet these new data requirements. 

New Hospice Conditions of Participation (CoP)

CMS reports the CoP are on track for release prior to the May 2008 deadline. CMS will train state surveyors on the new CoP requirements, and revise the surveyor interpretive guidelines. NAHC requested inclusion of hospices in the surveyor training and CMS has agreed to do this. 

The new hospice CoPs will establish a framework for Quality Assessment and Performance Improvement (QAPI) and the State Operations Manual (SOM) will reflect clear expectations to make hospices more accountable. The guidance in the SOM is expected to enable hospice surveyors to make accurate decisions regarding compliance with Medicare regulations. The focus would be on high risk, high volume, or problem-prone areas in the hospice using data, which includes patient care and monitors service effectiveness, safety, and quality of care. 

Changes and additions to the current CoP (originally published in 1983) would include: 

· Adding a comprehensive patient assessment requirement to ensure that all patient needs are identified on a timely basis. There are standards outlining the required content of the comprehensive assessment that is to be updated no less frequently than every 14 days. Hospices would be required to document patient outcome measures;

· Requiring additional standards for hospices caring for patients residing in a skilled nursing facility/nursing facility (SNF/NF), intermediate care facility/mental retardation (ICF/MR) or other facility; and 

· Requiring hospices to develop, implement, and maintain an effective, ongoing, hospice-wide, data-driven QAPI program that reflects the complexity of its organization and covers all hospice services provided. 

Targeted Medical Review 

In February 2007, CMS announced it was reviewing payment systems and variations in hospice stays as part of regulatory changes planned by Medicare to trim $10.2 billion in federal spending over the next five years. It was also noted that CMS officials are evaluating the agency’s fraud-fighting program to ensure that Medicare payments are appropriate for the services delivered under the program. Those changes can be done without congressional approval. 

In 2007, Acting CMS Administrator Leslie Norwalk said the agency is “concerned about what we’ve been seeing in regard to hospice” with average lengths of stay varying “tremendously in various parts of the country.” In some cases, she said, the number of Alzheimer’s cases is rising in the mix of patients treated by hospice programs. Hospice is not intended to be used as a nursing home,” Norwalk said. 

NAHC Hospice QAPI Data Collection Tools

In an effort to help hospices meet the anticipated QAPI requirements in the new CoP, NAHC conducted a Hospice Quality Collaborative Project from October of 2006 to September of 2007. The project developed a refined Edmonton Symptom Assessment System (ESAS) data collection instrument, a Data Flow Sheet, and instructions on how to use them. The materials are available from NAHC’s Research Department. The next step is to incorporate them into an electronic record data collection system. Both Outcome Concept Systems and Strategic Healthcare Programs have incorporated 

the ESAS instrument into their data collection services for hospices. 

Hospice Satisfaction Surveys

Thanks to The Connecticut Hospice, another dimension of this project was the development of two succinct hospice satisfaction surveys. A research team from Yale University worked with NAHC to develop a succinct one-page patient satisfaction survey, and a one-page family satisfaction survey, which were tested and refined with hospices from across the country. The final survey instruments, along with instructions and cover letters are also available from the NAHC Research Department. NAHC is collecting the responses to the surveys and providing feedback to NAHC members on a quarterly basis.

Hospice Saves Medicare Dollars

On balance it should be pointed out that hospice can reduce Medicare expenditures for end-of-life care. A recent Duke University study showed that patients who died under the care of hospice cost the Medicare program about $2,300 less compared with those that did not. Cumulative maximum savings of nearly $7,000 per beneficiary with a primary medical diagnosis of cancer occurred after about eight weeks of hospice use, the researchers found. For decedents with other primary medical diagnoses, maximum savings of around $3,500 occurred when the beneficiary used hospice for the last seven weeks of life. 

The study, “What length of hospice use maximizes reduction in medical expenditures near death in the U.S. Medicare program?” included 12,073 Medicare beneficiaries who died between January 1, 1993 and December 31, 2003. It took a considerable length of hospice stay for the savings to the Medicare program to become negative, according to the study. For beneficiaries with a primary medical condition of cancer, the use of hospice at 233 days or more increased overall Medicare expenditures compared with what they would have been if hospice had not been elected. For decedents with other primary medical conditions, savings to Medicare went negative after 154 days in hospice.

The researchers point out that while one-quarter of hospice users have stays of just five days or less, less than seven percent have stays of more than 180 days prior to death. The researchers contend that Operation Restore Trust, a Department of Health & Human Services program to reduce Medicare fraud, waste, and abuse during the late 1990s, may have been responsible for declining lengths of hospice stays over the decade studied.

In this year of imminent changes to the Medicare Hospice Benefit, it is critical for hospices to work together with NAHC to ensure that the Congress and CMS do not cut the level of benefit reimbursement. NAHC’s objective is to continue to work with MedPAC, the OIG, CMS, Congress, and others to ensure that the Medicare Hospice Benefit will continue as a viable service for America’s terminally ill and their families.
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