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Introduction

Significant changes to the home 
health prospective payment system, 
the first major change in almost eight 
years, include an expansion of the 
ICD-9 diagnosis codes that affect 
reimbursement, a more complex 
calculation matrix to determine the 
clinical domain payment, a service 
domain calculation that is completely 
dependent upon therapy utilization and 
episode timing, and non-routine supply 
reimbursement that is separate from the 
Home Health Resource Group (HHRG) 
reimbursement. CMS also removed 
Outcome and Assessment Information Set 
(OASIS) items in the calculation that they 
found difficult to monitor or administer 
(facility discharge within the last 14 days), 
or items that were found to no longer 
statistically impact resource utilization 
when claims data was analyzed 
(frequency of incontinence).  

While CMS has done their best to make it 
more difficult to manipulate the system 
for financial gain, there will never be a 
perfect system to prevent opportunists 
from exploiting vulnerabilities. CMS 
recognizes this and will be monitoring 
claims data patterns to watch for 
significant changes to practice patterns. 

So how do you prepare for the increase 
in scrutiny of your claims data? The 
best answer is to develop a compliance 
program that audits and monitors the 
areas that will most likely be on the 
Regional Home Health Intermediaries 
(RHHI) radar screens.

ICD-9 Coding

Under the old PPS, only four diagnosis 
groups affected reimbursement for the 

clinical domain: Orthopedic, Neurologic, 
Burns/Trauma and Diabetes. In 
addition, only the primary diagnosis, 
or under certain circumstances, the first 
listed secondary diagnosis was used in 
calculating reimbursement.  

The expansion of diagnosis coding under 
the new home health PPS is integral to 
the CMS initiative that allows them to 
analyze clinical and financial data across 
post acute care settings. It also provides 
financial incentive to agencies that 
provide care to patients with diagnoses 
other than the four categories that 
received extra payment under the old 
system. The new system redistributes 
reimbursement to compensate for care 
provided to patients with some chronic 
illnesses.

Effective January 2008, there are now 
22 diagnostic categories which affect 
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30 of the 45 variables that are used to 
calculate the clinical domain score of the 
HHRG. Agencies may be tempted to use 
as many of these diagnoses to capture 
the reimbursement points. However, an 
auditor must evaluate:  

Is there supporting documentation •	
from the physician that supports 
these diagnoses?  

Are these diagnoses currently •	
receiving treatment? 

Are they included in the plan of •	
care?

The plan of care should integrate 
diagnoses that are pertinent to the care 
plan and therefore the plan should 
reflect the modifications to treatments or 
assessment of outcomes to reflect these 
diagnoses. For example, if a patient is 
admitted for therapy only and has a 
diagnosis of hypertension, an auditor 
must ask:  

How is this diagnosis integrated into •	
the plan of care? 

Is the therapist even taking a blood •	
pressure during the visit? 

If a patient is admitted for nursing 
services and also has a diagnosis that is 
included in the low vision variable, an 
auditor must ask: 

Is there evidence that this •	
information has been incorporated 
into the home safety assessment 
and interventions and adjusted to 
accommodate the patient’s vision 
limitations? 

In addition, the logic for determining 
the sequence of diagnosis codes for a 
home health episode of care remains 
unchanged under the new PPS. Home 
health agencies are expected to continue 
to sequence codes based upon their 
relevance to the plan of care. Therefore, 
agencies should be looking for 
congruence between the plan of care and 
diagnosis sequencing. While an auditor 
with a coding background may be able 
to tell you whether or not the coding 
conventions and guidelines have been 
followed, an auditor with both a clinical 
background and coding experience 
would be best able to ascertain whether 
or not a diagnosis is correctly coded and 
sequenced and is pertinent to the plan 
of care.

Therapy Utilization

Under the old PPS, there was a single 
therapy threshold for reimbursement 
calculation. If the patient received 10 or 
more therapy visits (adding physical, 
occupational and speech therapy), then 
the agency received approximately $2,000 
for that patient’s care. If the patient 
received 9 or fewer visits, there was no 
additional compensation. In analyzing 
practice patterns, CMS saw the average 
number of therapy visits migrate from 
6-7 visits per therapy patient prior to 2000 
to an average of 10-12 visits for claims in 
2003 and 2005. Unfortunately, since there 
have been no clinical studies that identify 
the appropriate number of therapy visits 
for home health patients, CMS has had 
to rely upon providers to determine the 
clinically appropriate number of visits. 

In the Final Rule published August 29, 
2007, CMS stated, “…We found that a 
payment system with an incentive such as 
a 10 –visit-therapy threshold indicated that 
such reliance was perhaps misplaced.” 

Instead, CMS believed these practice 
pattern changes were the result of therapy 
visit manipulation, which maximized 
reimbursement and was not related to 
changes in the clinical needs of home 
health patient population.

The CMS response to this misplaced 
reliance was to restructure therapy 
payment with a multiple threshold system 
(6, 14, and 20 visits) with graduated 
per-visit payments between thresholds 
to reduce the financial incentive that they 
believed distorted clinically appropriate 
decision making. 

CMS is keenly aware that the new system 
is far from perfect, stating, “We are aware 
that the new threshold of 14 therapy visits 
may be misperceived as a new target for 

treatment. We do, however, intend to monitor 
administrative data for indications of gaming, 
which could include shorter lengths for prior 
therapy visits and increased frequencies 
of episodes with 14 or more visits without 
evidence that an increase in the number of 
therapy visits was appropriate for the patients.”

Since CMS has stated that they would 
be monitoring therapy services, home 
health agencies would be wise to develop 
a proactive self-monitoring system 
for therapy services. This includes 
tracking overall agency therapy program 
components, average length of therapy 
visits and practice patterns. Overall the 
auditor must ask:  

Is therapy utilization driven solely •	
by individual therapist practice, by 
agency policies or by care pathways? 

Is each visit reasonable and necessary •	
to achieve the stated outcomes based 
on the individual patient’s rehab 
potential? 

Are therapists’ clinical judgments •	
being overridden by agency-
mandated visit limits? Are these 
limits based on clinical best practice 
or agency financial goals?  

In addition, CMS intends to monitor 
payments for evidence that agencies are 
failing to provide the full range of visits 
included in each level of the service 
domain. This means that even though 
your agency may average seven therapy 
visits per patient episode, you still may be 
at risk for scrutiny. Because the range for a 
service domain level S3 includes 7-9 visits 
in the episode, whether you make 7, 8 or 
9 visits, your reimbursement will be the 
same. This reimbursement is calculated to 
compensate for the costs associated with 
9 visits. Therefore, CMS will be looking 
at whether agencies are intentionally 
limiting services within a range to 
maximize reimbursement.  

Billing Accuracy

In addition to the compliance challenges 
identified above, home health agencies 
will also need to monitor CMS payment 
accuracy. In the new PPS, episodes 

CMS is keenly 
aware that the new 
system is far from 

perfect.

CMS will be monitoring claims data patterns to watch for 
significant changes to practice patterns. 
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that are considered to be “Late” (the 
patient has had home health services 
more than two certification periods 
without a 60-day intervening event), are 
reimbursed at a slightly higher rate than 
those considered to be “Early” (those 
with less than two episodes of service 
or service has had a 60-day intervening 
event). CMS has stated that they will 
automatically adjust payment for 
episode timing. Unfortunately, accurate 
reimbursement continues to be a problem 
due to CMS software system issues that 
fail to recognize “Late” episodes and to 
reimburse accordingly. CMS released the 
latest update/revision to the CMS Pricer 

on August 5, 2008 which is intended 
to correct this issue. However, at this 
time the changes have not filtered down 
through the Regional Home Health 
Intermediaries (RHHI). Home health 
agencies are struggling to reconcile 
Medicare credit balance issues in the 
interim.  

Summary

These are just a few of the challenges of 
the new PPS. A well-designed integrated 
compliance program can be designed 
over the structure to avoid these new 
regulatory hazards. Home health agency 
managers would be well advised to 

assure that documentation supports any 
OASIS item that affects reimbursement. 
Education focused on documentation 
and OASIS accuracy will decrease the 
risks. Routine auditing and monitoring 
of key operational processes should help 
agencies avoid some of these preventable 
compliance issues. NP
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