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Why the increasing attention to the hospice aggregate payment cap? REPORTING
For many years after the enactment of the hospice benefit as a Medicare program covered service, the MEDICARE HOSPICE
hospice aggregate payment cap received little attention as payments to Medicare-certified hospices PAYMENTS TO INCREASE

were generally substantially less than the payment limitation. However, in recent years, such has not 3.3 PERCENT

been the case.

In fact, in June 2006, MedPAC reported to Congress that the number of hospice providers receiving
excess reimbursement had increased from 10 in FY 2000 to 138 in FY 2004. Reimbursement in excess

of the aggregate payment limitation had reached $97.4M. This trend continues today.

According to the Alabama Hospice Organization, forty-two (42) Alabama hospices served by Palmetto
GBA ("PGBA") (regional intermediary for administering the hospice benefit) exceeded the aggregate
payment limitation for the period of November 1, 2004 through October 31, 2005. This represents
approximately 45% of the Alabama hospices that bill through PGBA. The Alabama illustration is
indicative of events across the country; however, the June 2006 MedPAC report identifies Alabama,
along with Mississippi, Oklahoma, and Utah as the four states having the longest average length-of-
stay for hospice patients in the country. Average length-of-stay is important in the determination of

excess payments.

General background

The Social Security Act ("ACT"), 11814(i)(2)(A), requires that Medicare payments for hospice servic-
es be subjected to an aggregate hospice cap ("CAP"). The CAP is updated annually in accordance with
111814(i)(2)(A) of the ACT and provides for an increase or decrease in the CAP. Specifically, the CAP
is increased or decreased for accounting years after 1984 by the same percentage as the percentage
increase or decrease in the medical care expenditure category of the Consumer Price Index ("CPI") for
all urban consumers. The payment methodology has been codified in regulations found at 42 CFR

1418.306(a)(b).

Basically, the CAP represents the maximum amount a Medicare-certified hospice can receive for serv-

ices rendered from November 1st through the subsequent October 31st of each year. This maximum
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COST REPORTING AND
REIMBURSEMENT
MANAGEMENT
EDUCATION SCHEDULED

Health Services Publishing &
Management, an activity of
Dixon Hughes, has scheduled its
two-day Hospice Cost
Reporting and Reimbursement
Management education for
December 3-4, 2007 in Las
Vegas. The program has been
offered for the past few years
in the southeast; however,
based on an increasing demand
for the program to be held in
the west, it will move for 2007.

Additionally, the one-day
Advanced Cost Reporting
program is scheduled immedi-
ately following the two-day

program (December 5, 2007).
For additional information visit
www.healthspm.com.

From: Cahaba Government
Benefit Administrators®,
LLC

Routine Level of Care With
Length of Stay Greater Than
Two Years: As a result of data
analysis, Cahaba Government
Administrators, LLC will soon
be conducting a widespread
review on Hospice claims. This
edit is set to select Hospice
claims with a routine level of
care and length of stay greater
than two years. The topic code
for this review will be 5003W.
Claims will be selected across
the provider community billing
these services that meet the
parameters of the edit.
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payment is compared to the payments actually made for services rendered from November 1st through
October 31st. Payments made to the Medicare-certified hospice in excess of the CAP must be refund-

ed to the Medicare program.

The CAP is based on several variables including the determination of electing Medicare program ben-
gficiaries. The comparison of the CAP to payments received involves identifying:
e Number of Medicare program beneficiaries electing hospice coverage from September 28th
through September 27th and
o Medicare reimbursement for services rendered for service dates of November 1st through

October 31st

Determining electing Medicare program beneficiaries

For a Medicare program patient to be counted in the census of a CAP period, the Medicare program
beneficiary's Notice of Initial Election ("NOE") must have been made during the period from September
28th through September 27th of the subsequent year. Once the Medicare program beneficiary is
counted in a census, that individual cannot be counted for that hospice again, even though they may

have breaks in the periods of hospice coverage elections.

There are instances when a Medicare program beneficiary makes an initial election for hospice serv-
ices with a specific Medicare-certified hospice, but also received services from another Medicare-cer-
tified hospice during the same period. In such cases, this electing beneficiary will be pro-rated between
all hospices involved based on the percentage of service at each respective hospice. Any allocation
between multiple hospices is determined using the most current data available at the time of the cap

calculation.

Hospice CAP amount

The latest hospice CAP for the CAP period ending October 31, 2006 is $20,585.39. Accordingly, a
hospice that identifies the number of NOE for the period of September 28, 2005 through September
27, 2006 can multiply the number of NOE by the $20,585.39 and compare that amount against the
reimbursement received and to be received for services rendered between November 1, 2005 through
October 31, 2006 to determine if they have been overpaid by the Medicare program. Of course, any
determination of sharing with other hospices is required to make a more precise computation.
Palmetto GBA has provided a Hospice Cap/Inpatient Day Limitation Calculator on its website at

www.palmettogba.com to assist hospice providers.

How can Hospices receive excess payments?

Significant discussions are beginning relating to how hospices can receive excess payments.



However, such are generally attributable to:

e Premature admissions (patients having life expectancy greater than six months),
e [nability to project life expectancy, causing longer lengths of stay, especially in the case of
non-cancer terminal populations, and

e Potentially weak discharge planning and patient assessment processes.

Regardless of the reasons, it is increasingly obvious that the aggregate payment limitation needs to be
revisited by the Medicare program. The Medicare hospice benefit saves the Medicare program money
as the benefit, which is a bundled service benefit, avoids larger payments to other healthcare providers
serving terminally ill patients in a non-hospice environment. Additionally, a growing hospice can be
impacted by the CAP as the NOE period and the CAP period are different. Any increase in admissions
and services rendered in October of each year can increase the excess payments as determined by the
Medicare program. Consistency between the periods could reduce the impact the CAP is having on

the financial operating results of the hospice.

Hospices caught by surprise

Amazingly, many hospices are caught by surprise when they receive a letter from their Medicare pro-
gram intermediary requesting a repayment of reimbursements in excess of the CAP. This surprise is
because the hospice is not monitoring its reimbursement against the CAP on an ongoing basis, and
notification from the Medicare program intermediary is received generally 14-18 months after the end
of the CAP period.

The Medicare program itself contributes to the surprise further by making after-the-fact retroactive
changes to the CAP. For example, on April 20, 2007, the U.S, Centers for Medicare and Medicaid
Services ("CMS") issued Transmittal 1226 notifying hospices that an incorrect CAP had been pub-
lished for the periods ending October 31, 2003 and 2004. In fact, the correction decreased the CAP
from the originally published amount by roughly $500 per NOE. That Transmittal required Medicare
program intermediaries to recompute the CAP and issue demand letters by July 31, 2007. Hospices
are dependent on having accurate information at the earliest possible date to effectively monitor pay-

ments received against the resulting CAP.

The non-recognition by hospices of excess reimbursement of the CAP leads to over-reporting income
in their financial statements and their tax return submissions. Additionally, since the CAP period ends
on QOctober 31st of each year, hospices with year-ends other than October 31st should be estimating
any reimbursements in excess of the CAP through their year-end for financial reporting and tax report-

ing purposes.
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is intended for Administrators,
CEOs, CFOs, accounting person-
nel, compliance officers and
clinical management personnel
at hospice providers. The pub-
lication is intended to:

¢ Highlight current develop-
ments relating to financial
and compliance matters for
hospice providers

* Address cost reporting issues
for providers

* Notify providers of educational
offerings for hospice personnel

* Provide informative, although
limited, discussion of topics of
interest in the management of
hospice providers

The newsletter is intended

to benefit all types of hospice
providers, whether they be
freestanding, hospital based,
home health agency based, tax-
exempt, proprietary or govern-
mental.

Other providers that deal
continuously with hospice
providers, such as nursing
homes, home health agencies,
physicians or hospitals may also
find the newsletter of benefit
to them. It may also be of ben-
efit to Board members or oth-
ers responsible for oversight of
the activities of a hospice. If
you desire others to receive a
copy of this newsletter, do not
hesitate to contact us.

Your comments regarding

this newsletter, including ideas
for future topics, are also
appreciated.









