
By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – The General Accounting Office (GAO;
Washington) last week concluded that while the Health
Care Financing Administration’s (HCFA; Baltimore) re-
search and demonstration projects for the home health
prospective payment system (PPS) have been useful in
helping to design a new system, significant information
gaps remain. 

“Those gaps, coupled with the variation in the way
home health care services are delivered and the lack of
what constitutes appropriate care, mean that the PPS could
cause unintended consequences for some beneficiaries,
some home health agencies, or the level of Medicare spend-
ing,” the GAO concluded in a report released to Congress.

Specifically, the GAO concluded, the proposed 60-day
episode is likely to be too long for many beneficiaries and
could result in unnecessary expenditures if payments are
not adequately adjusted for patient needs.

Moreover, basing the level of payments per episode on
national average costs could result in sharp revenue
increases for some agencies and large declines in others.
“Concerns remain about whether the case-mix adjustment
method will adequately group patients with like resource
needs and then appropriately adjust payments for benefi-
ciaries in each group,” the report added.

The GAO also pointed out that how a patient is classi-
fied and how much the agency is paid is very dependent on
the services provided, which is something that is directly
controlled by home health agencies. Without adequate
design features, the GAO said, Medicare could wind up
overpaying for unneeded services or underpaying for
required care.

The GAO noted that HCFA has sponsored a number of
research and demonstration projects on payment design
and home healthcare service delivery dating back to 1987
at a cost of almost $27 million. But according to the GAO,
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WASHINGTON – The U.S. Supreme Court’s recent decision
in the Olmstead case against the Medicaid program in Geor-
gia represents the home care industry’s best opportunity to
turn Medicaid into a home care program rather than a nursing
home program, the National Association for Home
Care’s (NAHC; Washington) Bill Dombi argued at the associa-
tion’s policy conference in Washington, DC, earlier this month.

The decision requires state Medicaid programs to take
reasonable efforts to deinstitutionalize the disabled and
has led to a stepped up effort by the Department of
Health and Human Service’s (HHS) Office of Civil Rights
to require each state to develop a plan to comply with the
Americans with Disabilities Act (ADA).

Dombi urged home health providers to tap their cre-
ativity and insight on how state Medicaid programs can
make that transition. “It does not mean that they eliminate

nursing homes,” he added, “but many of these patients can
be cared for in the home setting.”

Dombi pointed out that Medicaid coverage of home
health ranges dramatically. For example, he said New York
state has taken a “superhuman effort” to create home care
options under Medicaid that other states have ignored. In
fact, he said, New York state spends roughly 60% of all
Medicaid home care dollars in the United States. At the
same time, many other states, such as Oklahoma, spend
almost nothing. “In New York state, you can get 24-hour-a-
day home care services,” he explained. “In Oklahoma, you
can get 1 2 visits of a home care nurse in a year’s time.”

The Olmstead case has now put HCFA on the side of
home care to enforce the ADA, and that could significantly
alter the current landscape, said Dombi. “You will likely see
lawsuits brought by [home care] advocates throughout the
states,” he predicted.
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Dombi also warned home care providers about emerg-
ing quality of care issues. As agencies transition from
Medicare cost reimbursement to prospective payment, he
said, they will be “guinea pigs in a behavioral modification
experiment” carried out by HCFA. “They want your behav-
ior to change,” he said. “And the change in the behavior that
they will encourage will be to provide less care to patients.”

One result of that may be that agencies find them-
selves providing less care than patients need, according to
Dombi. “And the result of that may be that you find yourself
sitting at the defense table in a lawsuit brought by attor-
neys seeking damages for malpractice for premature dis-
charge or abandonment,” he added.

Likewise, Dombi said, agencies may find themselves
defending allegations of a Federal False Claim because they
certified that they are in compliance with the conditions of
participation. Those actions have already been taken against
nursing homes, he warned. “There are new strategies being
employed by the Department of Justice (Washington) to
go after nursing homes as it relates to the conditions of par-
ticipation by characterizing them as fraud issues,” Dombi
reported. “It is a serious legal issue that warrants attention.”

Patient access

According to Dombi, another issue related to quality of
care is patient access. He said the HHS Office of
Inspector General (OIG) is currently looking at re-hospi-
talization rates for home care patients who have been dis-
charged. “We have been burned more than once by the OIG
looking at home care,” he warned.

“I do not believe they are looking at them for the pur-
poses of finding that the interim payment system has
forced patients back into hospitals,” he cautioned. “I
believe they are looking at it to say that [home health agen-
cies] have done something wrong for patients.

“The beneficiary notice requirement is connected to all of
this,” he added. “You really should study what your responsi-
bilities are under the [HCFA] transmittal that was issued.”
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• Invacare (Elyria, OH) has promoted Judy Kovacs to
vice president of customer and product support services.
In her new role, Kovacs is responsible for providing strate-
gic direction to Invacare’s newly created inside sales
department. Kovacs joined Invacare in 1989. ■

C O R P O R A T E L A D D E R

Dombi also noted that when the lawsuit that triggered
HCFA’s requirement for beneficiary notices (Healy v.
Shalala) was settled, the judge found that the law gives
beneficiaries the right to get notices from providers of ser-
vices prior to a change in treatment or coverage. But the
judge did not declare what that particular notice and pro-
cess should be and instead deferred to HCFA.

While home health agencies are not obligated to follow
the model notices and standards later issued by HCFA,
Dombi advised agencies to do so. “When in doubt, give
notice,” he said.

The next step in this process is for the Office of Man-
agement and Budget (Washington) to give clearance
under the Paperwork Reduction Act, Dombi said. “We have
serious problems with that notice,” he said. “I have not
found many home care patients, and I have not found many
lawyers that can understand what that notice means, but
[HCFA] believes this is an effective communication tool for
beneficiaries.”

Finally, Dombi warned home health agencies about
the increasing trend toward sample adjudication of
claims. According to Dombi, NAHC’s efforts to challenge
HCFA’s authority to engage in sample adjudication date
back to 1987. But he reported that HCFA is now using
many different forms of sample adjudication. “Sampling
could be the end of your organization when you are hit
with it,” he warned. “Regardless of the sample adjudica-
tion an intermediary employs, it is not a statistically valid
sampling methodology.” ■



Counsel distributes AHOM shares as dividend
Counsel Corporation (Toronto), which has a 26%

interest in American HomePatient (AHOM; Brentwood,
TN), said its board of directors declared a special dividend
of .1 578 of a share of AHOM for every share of Counsel
owned. The dividend is payable on April 30 to Counsel
shareholders of record as of April 19 . Fractional shares will
not be issued, said the company. 

Counsel said in 4Q98 that it had adopted a plan to dis-
pose of its home care business through the disposition of
its AHOM shares. Because of the plan, Counsel has classi-
fied AHOM as a discontinued operation since FY98 end. 

Counsel was unable to dispose of the shares during
FY99 and, as an alternative, sought regulatory approval to
distribute the shares as a dividend in kind. Regulatory
approval has now been received, said Counsel. 

Infu-Tech president/COO resigns
Infu-Tech (Carlstadt, NJ) President/COO Pritpal Virdee

has resigned. Infu-Tech said a successor to Virdee will be
announced shortly and that he anticipates that the individ-
ual hired will have a background consistent with Infu-
Tech’s current shift away from a traditional business model
to one centered around the Internet and wireless commu-
nication technologies. 

Mallinckrodt’s Japan division to focus on home care
Mallinckrodt (St. Louis) said its Japanese division,

Mallinckrodt Japan, plans to increase its home care opera-
tions by establishing alliances with Japanese companies
and by increasing its market share in Japan for contrast
media and respiratory devices. Marketing staff are to be
increased from the current level of 200 people to 400 or
500, with the emphasis being on the home care sector,
reported Chemical Business NewsBase:Japan Chemical
Week. In FY99, the company said, the Japanese division had
sales of Yen $15 billion, and the company is aiming to
increase these over the next five years to Yen $40 billion
per year. 

Star sees 3rd consecutive profitable quarter
Star Multi Care Services (Huntington Station, NY)

reported a 3Q00 ended Feb. 29 profit – it’s third consecu-
tive quarter of profits, the company said. Star Multi Care
reported a 3Q00 net income of $20,406, 1 cent per share,
compared to a 3Q99 loss of $551,457, 32 cents per share. 

The company said it saw revenues in 3Q00 of $9.5 mil-
lion, a 17.8% decrease from 3Q99 revenues of $11.5 million.
The drop is partly due to a reduction in authorization of
service hours related to the New Jersey Medicaid Program,
Star Multi Care said. ■
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CO M PA N I E S I N T H E NE W S

• Aetna U.S. Healthcare (Blue Bell, PA) and At-
lantic Health System have reached an out-of-court
settlement to the litigation pending in the Superior
Court of New Jersey in Bergen County that Aetna U.S.
says will benefit plan members and patients. Both com-
panies have agreed to interim terms that would con-
tinue the Morristown Memorial Hospital and Moun-
tainside Hospital contracts through Dec. 31, said Aetna
U.S. According to New Jersey regulation, the HMO con-
tracts would continue for an additional 120 days,
through the end of April 2001. The contracts governing
Atlantic Health Systems’ other two hospitals, also both
in New Jersey, which are not subject to the lawsuit, will
abide by the same expiration dates, the company said.
In other news, Aetna U.S. said it plans to hire a new CEO
before the company is split off from its parent com-
pany, Aetna Inc. (Hartford, CT), to form a new, separate
company. Aetna expects to finish the restructuring by
the end of the year.

• Accordant Health Services (Greensboro, NC)
has entered into a five-year contract with Anthem Blue
Cross and Blue Shield of Colorado (BCBSCO) in
which Accordant will provide disease management ser-
vices for roughly 300 BCBSCO members. The contract
calls for coverage of patients with any of Accordant’s 14
diseases, said BCBSCO. 

• UnitedHealth Group (Minneapolis, Minnesota)
CEO William McGuire received a $3 million bonus in
FY99, the company said. United said in a proxy filing with
the Securities and Exchange Commission (Wash-
ington) that McGuire received the bonus “in recognition
of his valuable services to UnitedHealth Group over the
past several years.” The payment was awarded under the
company’s 1999 Leadership Incentive Program, said
United. 

• Blue Cross and Blue Shield of Michigan’s
(BCBSMI; Grand Rapids, MI) BlueSafe program has been
expanded to offer savings on 19 health and safety
items at all 63 Meijer locations in the state of Mic-
higan. Meijer’s participation in the program means
that BCBSMI members and the public can redeem spe-
cial coupons at all Michigan stores for savings on
health and safety products at Meijer stores. BCBSMI
also has an arrangement with Wrights & Filippis to
provide discounts when members present their BCB-
SMI or Blue Care Network membership cards at
checkout stations, the BCBSMI announcement said.
Wright & Filippis’ participation provides BCBSMI
members with 20% discounts on all home health care
products at all of the company’s store locations in
Michigan. ■

MA N A G E D CA R E RE P O R T
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important features of a PPS were never evaluated as part of
these efforts, and that limits their ability to adequately
gauge the effects of certain payment policies on home
health delivery and spending.

According to the GAO, HCFA’s major demonstration
project offered evidence that home health agencies would
reduce their costs when providing home health visits
under a PPS model that tightly limited their profits and their
losses. But the demonstration did not examine alternative
levels of payments, the agency points out. Moreover, it
failed to develop a case-mix adjustment method to alter
payments for differences in resource use across groups of
patients, according to the GAO.

While other HCFA-sponsored research projects have
documented the variation in home healthcare service
delivery, the GAO says they have also demonstrated that
methods for quality measurement and monitoring are not
well developed and that, in turn, impairs their ability to
evaluate the effect of payment changes.

The GAO concluded that even though the shift from
cost-based payments to prospective payments is intended
to help Medicare control its spending, how costs and ser-
vices are impacted by the PPS is yet to be seen. The GAO
recommended that HCFA closely monitor service delivery
for various types of beneficiaries and home health agen-
cies so that inadequate or medically inappropriate care can
be identified.

The GAO also recommended that as more information
becomes available about what services are delivered
within an episode and how long visits last, efforts should
be made to develop criteria for service adequacy and
appropriateness, as well as to identify patient outcomes.

In the interim, the GAO argued that a risk-sharing
arrangement, in which aggregate Medicare payments are
adjusted at year-end to reflect a provider’s actual costs,
could mitigate any unintended consequences of the pay-
ment change. According to the GAO, limiting a home health
agency’s gains or losses would help protect the industry,
the Medicare program, and beneficiaries from possible
negative effects of the PPS until more is known about how
best to structure the PPS and the most appropriate home
health treatment patterns.

Finally, the GAO recommended that as new data are
available and experience is gained with the PPS, HCFA
should study practice patterns and provider responses to
the PPS and make ant needed modifications to the PPS
design and implementation.

HCFA responds

HCFA agreed with the GAO’s overall findings, including
the difficulties inherent in changing Medicare’s payment
method and that careful monitoring of the new system will
be required. The agency said it is absolutely essential to

GAO
Continued from Page 1

monitor payment and conduct utilization review under the
new payment system.

In response to the latter concern, HCFA outlined its
plan to ensure that patient classification and billing data
are accurate and that payments are appropriate and also to
provide quick feedback on beneficiary outcomes for use in
future PPS refinements. 

One important part of that plan will be to use the
Outcome and Assessment and Information Set (OASIS) to
gather information. HCFA reported that it has contracted
with Abt Associates to develop protocols that can help
assess the accuracy of these data.

While survey agencies will be able to apply these pro-
tocols in conducting surveys of home health agencies,
HCFA said that an ongoing, system-wide monitoring
effort is also required. To meet that need, the agency said
it is developing a task order for a contractor to conduct
random assessments of OASIS reporting to ensure the
accuracy of reported data. The contractor will also be
tasked with performing assessments for selected home
health agencies identified for medical review by fiscal
intermediaries.

According to HCFA, the program will be dubbed the
Home Health Outcome Based Quality Improvement System
and will be in implemented as a pilot project in five states
through a Peer Review Organization program.

However, the agency raised two major concerns with
the GAO’s recommendation to incorporate risk sharing
into the PPS design. HCFA argued that such a policy is not
needed given the adjustments included in PPS, including
a case-mix measurement system to calibrate payments
on the basis of patient needs, unlimited payment
episodes to account for long term patients and outlier
payments for extraordinarily high-cost episodes.

HCFA’s second concern was that implementing a
risk-sharing arrangement would be difficult opera-
tionally and could delay implementation of the new pay-
ment system. The agency also argued that such an
arrangement would be more costly for both home health
agencies and HCFA to administer because it would
require comparisons of payments and provider-specific
costs. It would also require auditing of home health
agency costs to determine allowable costs and make it
more difficult to estimate payment levels to achieve bud-
get neutrality, according to HCFA.

The GAO countered that while the four payment ad-
justments included in the proposed PPS are all important
to calibrate payments for individual episodes, given the
incentives under PPS and the historically substantial varia-
tion in use of the benefit, they are insufficient by them-
selves. 

“Though HCFA may need to proceed with its plans so
that it can expedite replacing the IPS,” the GAO concluded,
“we believe it should consider incorporating a risk-shar-
ing arrangement in the future.” ■



MONDAY, APRIL 17, 2000 HOME HEALTH BUSINESS REPORT® PAGE 5 OF 5

To subscribe, please call HOME HEALTH BUSINESS REPORT® Customer Service at (800) 688-2421; outside the U.S. and Canada, call (404) 262-5476.
Copyright © 2000 American Health Consultants®. Reproduction is strictly prohibited.

• Joint Commission Resources (Oakbrook Terrace,
IL), a subsidiary of the Joint Commission of the
Accreditation of Healthcare Organizations, is hosting
the Joint Commission’s Home Care Leaders’ Retreat April
26-28 in Orlando, FL. To register, call (630) 792-5800.

• The 15 th National Business Development Con-
ference, the 15 th National Home Care Aide Service
Conference, the National Adult Day Services Sympos-
ium, and the Home Healthcare Nurses Associa-
tion’s 2000 annual convention will be held together
May 7-10 in Arlington, VA. For more information, call
(202) 547-5050.

• The Second World Congress on Home Care is May 7 -
10 in Vienna, Austria. The conference, Home Care – Bridge
to the 21st Century, is sponsored by the World Homecare
and Hospice Organization and the European Assoc-
iation of Care and Help at Home. 

• The 15th annual Northeast Healthcare Conference
and Exposition is May 10 - 11 in Mashantucket, CT. The con-
ference is sponsored by Healthcare Review and brings
together the entire health care delivery system. Admission
to the expo and conference programs is free. For more
information on the conference and exposition, call (800)
243-9774. 

• The home care associations in Louisiana, New Mex-
ico, Oklahoma, and Texas are offering the Southwest
Regional Home Care Conference and Exhibition 2000 May
10 - 12 in Dallas. The conference will offer an exhibition hall
and educational workshops. For more information, call
(800) 880-8893. 

• The California Association for Health
Services at Home’s (Sacramento) 2000 annual confer-
ence is May 17 - 19 in Pasadena. For more information, call
(916 ) 554-6117.

• HealthCare USA (Alpharetta, GA) is sponsoring a
conference May 22-24 in Atlanta. The conference will cover
opportunities in e-commerce, expanding your role in the
new supply chain, and growing revenues in the BBA era. To
register, call (949) 365-8027. 

• The ninth annual meeting of the National Assoc-
iation of Pediatric Home and Community Care is
scheduled for Oct. 5-6 in New Orleans. The conference
is being co-sponsored by the University of Massachu-
setts Medical School. For more information on the con-
ference, Children With Special Health Care Needs: Look
Who Grew Up . . . Patients, Families and Providers, call
(508) 856-6743.

• The National Association for Home Care’s
(NAHC; Washington) 19th annual meeting and Home-
careExpo is Sept. 23-27 in New Orleans. For more informa-
tion, call (202) 547-7424. ■

C A L E N D A R

• The Visiting Nurse Association of Cleveland
signed a letter of intent to buy the Visiting Nurse Asso-
ciation of Youngstown in Pennsylvania. The VNA of
Cleveland intends to complete the acquisition of the
Youngstown VNA by the end of May, reported Crain’s
Cleveland Business. By acquiring the agency, the Cleveland
VNA will add services in the Youngstown area and in west-
ern Pennsylvania. 

• Of 19 Larimer and Weld County home care agencies in
Colorado, five had gone out of business as of late February,
and two others have merged within the past year, reported
the Northern Colorado Business Report. With few exceptions,
the remaining agencies that provided financial information
to the Business Report showed signs of significant distress.
In the whole state of Colorado, 60 out of 210 agencies are no
longer in business, according to the Business Report. 

• The Wisconsin Senate recently approved spending
$21 million in state and federal funds over the next two
years to raise Medicaid payment rates in an effort to keep
roughly 100 personal care agencies open. The same day,
the assembly approved a scaled-down version of the bill
that would provide $4.1 million for rate increases. But crit-
ics have said that the increase will not be enough to keep
most agencies in business, reported the Capital Times. The
issue of home care has become critical in Wisconsin since
half of the agencies in the state have closed due to low
Medicaid reimbursement rates and high staffing costs.
There was no word last week on how lawmakers would
resolve the differences between the two bills before the
session ends. ■

R E G I O N A L D I G E S T

• The American Association for Homecare (AAHC;
Alexandria, VA), the home care association newly formed
from the merger of the Health Industry Distributors
Association, the Home Health Services & Staffing
Association, and the National Association for Medi-
cal Equipment Services, last week submitted testimony
to the House Small Business Committee on the
Occupational Safety and Health Administration (OSHA) pro-
posed ergonomics standard. In its testimony, the associa-
tion recommended that home care services be exempted
from the requirements due to the inability of employers to
control the work environment within the home health set-
ting. AAHC said that if the proposed standard is imple-
mented, the cost estimates indicate that home care
providers would spend $51. 5 million, or .19 % of the average
agency’s annual revenue. ■

WA S H I N G T O N U P D A T E


