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MedPAC Examining Medicare Hospice Benefit Reimbursement System

By Janet E. Neigh

The Medicare Payment Advisory Commission (MedPAC), an independent federal body established by the Balanced Budget Act of 1997, was created to advise Congress on health plan payments, access to care, quality of care, and other issues affecting Medicare beneficiaries. In the past, MedPAC has taken a look at the Medicare Hospice Benefit reimbursement system at the request of Congress, and reported that there was insufficient data to fully analyze its adequacy. At its October meeting, their focus was on “Hospice payment issues including payment adequacy, definition of the hospice benefit,changing demographics of hospice patients, and the effects of the aggregate cap.” They concluded that the hospice payment system “is ripe for a major overhaul and there are many different forms that this overhaul may take.”

Spending for hospice grew at an average annual rate of 23 percent between 2000 and 2005, reaching $8.1 billion in 2005, with a projected increase to exceed $10 billion in 2008. There were about 11 percent more beneficiaries in each of those years, and the same increase in dollars spent on each. The national median length of stay (LoS) did not decline, but stays above the median grew rapidly between 2000 and 2004. The LoS at the 90th percentile exceeds 200 days and at the 99th, it is about three years for both 2000 and 2005. The number of hospices exceeding the cap went from about 2 percent in 2002 to roughly 7.8 percent in 2005. Nearly all hospices over the cap were proprietary. Hospices over the cap tended to be smaller than non-cap hospices (190 vs. 308 average number of patients in 2002, and 220 vs. 339 in 2005). Hospices over the cap had lengths of stay greater than non-cap hospices in 2002 (average 139 vs. 90), and in 2005 (median 71 vs. 19 and average 111 vs. 55). The cap hospices had a much greater percentage of patients with a LoS beyond 180 days than the non-cap hospices (40.4 percent vs. 15 percent). The issues listed for further investigation include considering potential changes to the cap in the context of the overall hospice payment system, whether hospice reimbursement is adequate, what the implications are of the changing patient mix for payment changes, and the need for a better definition of hospice visits.

MedPAC’s meeting in November examined whether Medicare beneficiaries have a problem accessing the benefit and, if so, what are the implications for reforming the payment system. The discussion focused on the number of hospices reaching the aggregate per beneficiary payment cap and their characteristics versus hospices that did not reach the cap from 2000 to 2005. The data showed that 220 hospices reached the cap in 2005 for a total of $166 million subject to recovery. In 2005, cap hospices were more likely to be freestanding proprietary agencies with smaller patient loads (137 average vs. 282 average for non-cap hospices) with much longer lengths of stay (139 days vs. 68 days). For example, 9.6 percent of a cap hospice’s caseload had Alzheimer’s and similar diseases compared to 5.5 percent for non-cap hospices. They also had a much smaller percentage of cancer patients – 14.5 percent vs. 27.2 percent for non-cap hospices. The average LoS for Alzheimer’s patients for cap patients was 129.7 days compared to 81.9 days for non-cap hospices. Cancer patients had 68.3 days in cap hospices and 45.9 days in those hospices not reaching the cap. 

The data presented showed an increase in utilization and spending on hospice of about 23 percent per year between 2000 and 2006. Beneficiaries increased from 513.8 thousand in 2000 to 912.6 thousand in 2006. Spending increased from $2.9 billion in 2000 to $8.5 billion in 2006. Most of the hospice growth was due to for-profit providers. The number of new hospices was about six times the number that closed. The states with the most hospices also had the highest number of hospices over the cap. Oklahoma had the most at 145 hospices in 2005, up by 88 percent from 2000 for a density of 2.9 hospices per 10,000 beneficiaries; 28 percent were over the cap. Utah had 52 hospices for an increase of 174 percent with a density of 2.4 hospices per 10,000 beneficiaries; 21 percent were over the cap. Next was Mississippi with 100 hospices for a 122 percent increase and a density of 2.3 hospices per 10,000 beneficiaries where 36 percent were over the cap. Alabama, with 103 hospices had the highest percentage over the cap (42 percent) with an increase of 78 percent in numbers of hospices and a density of 1.5 hospices for 

each 10,000 beneficiaries. 

Based on the increased utilization, length of stay and growth in for-profit hospices, some MedPAC commissioners expressed the opinion that there does not appear to be an access problem. There was discussion as to whether the hospice benefit has become a long-term care benefit. The LoS below the median (25 percent of patients are on the benefit for a week or less, the median is about three weeks) has not changed, but the LoS above the median (139 days for cap hospices and 68 for non-cap) has continued to increase and is driving the long LoS statistics. The point was made that there almost appears to be two different hospice benefits, one for short stay patients and one for long stay. 

MedPAC will continue its analysis of the MHB at its December meeting. The transcripts of the October and November meetings are available on the MedPAC website: www.medpac.gov. 

CMS Postpones Mandatory Hospice Data Reporting until July 2008

Success! The Centers for Medicare & Medicaid Services (CMS) released Transmittal 1372 to rescind and replace Transmittal 1304 (Change Request 5567) dated July 20, 2007, which was entitled “Reporting of Additional Data to Describe Services on Hospice Claims.” As laid out in the replacement transmittal, reporting of additional data mandated by Transmittal 1304 will be OPTIONAL effective January 1, 2008, and MANDATORY effective July 1, 2008. The six-month delay in mandatory reporting indicates that CMS listened to the concerns expressed about the impossibility of the short time line for the breadth of the data collection required.

CMS points out that only the visit data and charges portion of CR 5567 is postponed until July 2008. All Medicare systems changes described in Transmittal 1304 (CR 5567) will be implemented January 7, 2008, as scheduled. This is to allow hospices to exercise their option to begin the more comprehensive reporting for January dates of service. The changes are necessary for the optional information to be received and processed correctly. 

This also means that the Medicare system edit restricting the use of V-codes as the principal diagnosis on a hospice claim, will still go into effect for dates of service beginning January 1, 2008. Hospices must ensure they cease reporting V-codes as a beneficiary’s principal diagnosis for dates of service beginning January 1, 2008, whether or not they exercise their option to report additional service data.

Earlier this year the National Association for Home Care & Hospice (NAHC) sought member input regarding the reporting requirements published within CR 5567. In response to the widespread concerns, NAHC undertook efforts to convince CMS to abandon, also sought intervention by members of Congress, Administration officials at the Office of Management and Budget, the Small Business Administration, and the Department of Health & Human Services. 

NAHC has expressed appreciation for CMS’ willingness to allow hospices additional time to put systems in place to meet the new data collection requirements. NAHC believes that problems related to the request for data remain, and will make every effort to work with CMS to formulate a data collection system that reflects the full range of hospice services provided. Transmittal 1304 can be accessed at the CMS Transmittals website: http://www.cms.hhs.gov/Transmittals/2007Trans/list.asp. Hospices are urged to convey to NAHC what hospice data items they think should be a part of CMS’s data collection initiative. Recommendations should be sent to: jen@nahc.org.

_1279525697.psd

