
	  

	  

Methodological Issues in MedPAC’s Home Health PPS Comments	  
	  
The Medicare Payment Advisory Commission (MedPAC) recently submitted comments to the Centers for 
Medicare and Medicaid Services (CMS) on the Home Health Prospective Payment System (HHPPS) 
Proposed Rule for CY 2014.  In its comments, MedPAC appears to rely on data that are incomplete and 
outdated, as described below. 
 
Most alarming of all, however, is the assertion that “targeted payment policies” will be considered – 
but only after loss of access to care has occurred.  It will take several years for MedPAC to identify the 
expected care loss and for Congress to enact corrective action.  In the meantime, millions of homebound 
seniors and disabled individuals will suffer needlessly due to the flawed analyses that are the foundation of 
CMS’ unsustainable proposed rebasing adjustment.  
 
MedPAC’s HHPPS comments reflect the following methodological errors: 

 
• MedPAC does not fully account for the real and steep decline in Medicare home health margins 

resulting from the estimated $72.5 billion in Medicare cuts already in place under current law (2011-
2020) or the additional $21.5 billion in cuts that would result from CMS’ proposed rebasing adjustment 
of -3.5% per year for 4 years.  Medicare cost report data released by CMS reveal significant margin 
reductions in all sectors of home health with continued declines expected with the rebasing proposal.  
Indeed, by 2017, it is estimated that over 72% of all HHAs will be paid less than the cost of care.   

 

 
 
• MedPAC excludes the impact of the "productivity adjustment" rate cut already in current law. 

Under the Affordable Care Act, Medicare home health reimbursements will be cut by an estimated 0.5% 
to 1.0% beginning on January 1, 2015.  This cut – which is estimated to reduce Medicare home health 
funding by $8-10 billion over 10 years – is in addition to sequestration and any rebasing adjustment but 
was excluded from MedPAC’s calculations of Medicare home health agency revenue. 

	  
• MedPAC errs in asserting that home health agencies (HHAs) can adjust to cuts by reducing visits. 

Medicare data demonstrates that the level of care in standard episodes is virtually unchanged despite 
cuts: there were 17.7 visits per episode in 2008, 17.7 in 2009, 18.5 in 2010, 17.9 in 2011 and 17.3 in 
2012.  Indeed, the only decline in visits has occurred as a result of the successful "outlier cap" that the 
home health community proposed in 2009 and CMS implemented in 2010 to curb abuse by a few HHAs. 	  
	  

• MedPAC relies on limited cost report audits conducted by CMS contractors.  These audits alleged 
an average 8% overstatement of home health costs leading MedPAC to claim that rate cuts are fully 
sustainable.  However, CMS itself did not use these audit findings in its rebasing proposal because they 
relied on 2010 cost reports of only 98 HHAs – less than 1% of the 12,000 HHAs in the U.S.  In addition, 
the auditors only conducted in-house audits and did not visit any HHAs, and they used 1990’s standards 
that do not fit the episodic home health payment model that replaced cost reimbursement in 2000. 
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