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MedPAC Examining Medicare Hospice Benefit Reimbursement System

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 payment adequacy. In the fall of 2007, the Commission focused 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.”

In 2008, MedPAC examined hospice claims along with hospice cost reports. At their March meeting, the focus was on “Hospice Costs and Payments.” It was noted that the Medicare Hospice Benefit (MHB) provides an alternative to intensive end-of-life curative treatment. Hospice spending tripled from 2000 to 2007 from $2.9 billion to $10 billion. MedPAC noted that the current payment system embodies conflicting incentives. Their summary of research on the hospice/non-hospice end-of-life spending differential showed:

· There is lower Medicare spending when substituting hospice for inpatient care and lower absolute spending in each of the last 1-2 months of life with possible lower spending in the third and fourth months before death. 

· There is higher Medicare spending for some hospice enrollees beginning  in the third month before death.

· There is no hospice/non-hospice spending differential over the last year of life and hospice use may result in higher spending. 

· In looking at the specifics, thedifferential depends on the type of terminal disease.

· There is greater hospice spending for long hospice stays and/or terminal illness with lower levels of inpatient care.

· Net reduced spending can extend the last six months of life, but spending in months three to six is higher for hospice enrollees than non-enrollees.

· Shorter stays result in greatest Medicare savings.

Most hospice growth was due to for-profit providers. In 2000, there were 1,200 non-profit hospices and about 700 for-profit. In 2007, there were 1,200 non-profit providers and more than 1,600 for-profit hospices. Government/ other type hospices grew modestly from about 300 in 2000 to 400 in 2007.

Growth in Length of Stay and Incentives in Current Reimbursement System

The mean length of stay (LoS) increased by over 30 percent from 2000 to 2005. Some of this was attributable to a change in patient mix – some diseases typically have longer stays, but some hospices have longer LoS for all patients and all diagnoses.

Longer hospice stays are more profitable. It was noted that the increase in the LoS coincided with the growth in the number of for-profit hospices. It was pointed out that Cap hospices have a very long LoS and are mostly for-profit providers. MedPAC analyzed hospice claims standard analytical files and Medicare hospice cost reports from 

CMS and learned the following:

Medicare Hospice Margins, 2001-2005

	Category
	% of Hospice 2005
	2001
	2005

	Free-standing
	58.9%
	   5.6%
	 6.3%

	Provider-based
	41.1
	-10.5
	-5.6

	For-profit
	43.2
	 12.0
	11.8

	Non-profit
	47.7
	  -4.4
	 -2.8

	Urban
	64.0
	    1.4
	   3.4

	Rural
	36.0
	   -1.8
	   3.3

	Non-cap
	90.9
	    N/A
	   1.5

	Cap (including overpayments)
	  9.1
	    N/A
	  18.9

	All
	100
	     1.0
	    3.4


MedPAC noted that newer hospices (mostly for-profits certified after 1/1/2000) had margins more than five times higher than older established hospices, and that the margins increased with the longer length of stay. MedPAC concluded that the current reimbursement incentive drives longer length of stay. Some commissioners stated that the payment system needs to be refined to establish appropriate care and right kinds of incentives.

MedPAC commissioners pointed out that there is no hospice data in existence to evaluate whether appropriate care is being provided. It was noted that the Centers for Medicare & Medicaid Services (CMS) will begin collecting numbers of hospice visits and charges this summer, but it will take several years to be able to appropriately analyze this data. Some of the commissioners thought that some type of “blunt instrument” may be needed to slow the growth of hospice use in the meantime. Other commissioners relayed that the definition of hospice seems to have changed from its original intent.

Examining Hospice Utilization and Quality Issues

At its April meeting, MedPAC focused on “Hospice utilization and quality issues.” This presentation was designed to give the MedPAC commissioners a comprehensive overview and evaluation of current major hospice issues. It was noted that MedPAC will include hospice in their June Report to the Congress, but will not be making any recommendations for changes to the Medicare Hospice Benefit (MHB) at this time. The material presented covered changes in the hospice user population, utilization and associated spending, issues related to the hospice cap, and an analysis of hospice payments and costs. Also included was new material on the content of hospice episodes and measurement of the quality of hospice care.

Cap Discussion

In past meetings, MedPAC has covered the history of the MHB, eligibility and coverage of the benefit, its payment system, including the cap, hospice spending in relation to conventional end-of-life care, and quality of care. In discussion about the numbers of hospices reaching the cap, MedPAC noted that access to hospice is high in states with large numbers of hospices reaching the cap. (Below is a table to illustrate their point.)

	State
	% of Hospices reaching cap
	Hospices per 10,000 beneficiaries
	Hospice users/Medicare decedents

	Mississippi
	36.0%
	2.3
	51.5%

	Oklahoma
	28.3
	2.9
	60.0

	Utah
	21.2
	2.4
	70.2

	Arizona
	20.0
	0.7
	67.6

	Alabama
	17.9
	1.6
	56.3

	Nevada
	 0.0
	0.4
	46.7

	Rhode Island
	 0.0
	0.3
	42.4


There was some discussion of making a geographic adjustment for the calculation of the cap the cap is currently the same for all hospices. MedPAC’s analysis of the impact of such an action showed that the number of rural hospices exceeding the cap would increase by 21 percent, nonprofit hospices exceeding  the cap would increase by 26 percent, and provider-based hospices exceeding the cap would increase by 24 percent.

In FY 2005, 220 hospices of the 2,900 Medicare certified hospices exceeded the cap. Overpayments ranged from 9 percent (25th percentile) to 35 percent (75th percentile) of Medicare payments. Net margins with actual payments were 4.7 percent (25th percentile) to 28 percent (75th percentile), but the margins after return of cap overpayments averaged  -35.6 percent (25th percentile) to - 26.3 percent (75th percentile) although one quarter of hospices still had a profit margin of +26 percent or more after repaying overpayments. In 2005, only 7.5 percent of hospice patients revoked the hospice benefit and 97 percent used only one hospice.

Data from One Large For-profit Hospice Chain

A hospice provider with 44 hospice agencies in 17 states, serving about five percent of Medicare hospice patients provided MedPAC with visit level patient data from 2002 to 2007, including patient diagnosis, duration of each visit and episode, type of discipline of each visit, and location of each visit. The data showed that the average length of stay has increased, and the patient case-mix includes a lower percentage of cancer patients. Visits per week were driven by patient average length of stay (ALoS) rather than diagnosis. There were 12-13 visits per week for patients on the benefit from 0-30 days. This declined to 6-8 visits per week for an ALoS of 31-60 days, 4-6 visits per week for ALoS between 61-90 days, and slightly fewer visits for 92-120 days ALoS which then dropped to a little more than four visits per week for patients on the benefit for more than 121 days. 

Quality of Care 

MedPAC reported data indicate that family satisfaction with hospice care does not seem to vary by length of stay. Families of cancer patients gave an excellent rating of 77.9 percent of the time, 20.5 percent rated the care very good/good and 1.6 percent gave a rating of fair/poor. Families of dementia patients gave an excellent rating 73.3 percent of the time, very good/good 24.9 percent, and only 1.8 percent rated the care fair/poor. It was noted that the National Association for Home Care & Hospice (NAHC) initiated a Family Satisfaction Survey and a Patient Satisfaction Survey in the fall of 2007 and The Carolinas Center for Medical Excellence, the North Carolina Quality Improvement Organization completed their “PEACE” (Prepare, Embrace, Attend, Communicate, Empower) project in February 2008, offering additional data collection tool options.

Future Topics for Focused Review

MedPAC anticipates further discussion of hospice cost reporting using available data. An intention to present a hospice panel of clinical experts to focus on certification of the terminal illness, including accountability was stated. A thorough analysis of the reimbursement system including payment system reforms is being planned for MedPAC meetings in the fall of this year. NAHC will continue to work with MedPAC to assist in their analysis of the Medicare Hospice Benefit. 
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