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Home Health Payment Cuts Proposed for 2023

On June 17, 2022, the Centers for Medicare & Medicaid
Services (CMS) published its proposed Home Health
Prospective Payment System (HH PPS) for calendar year
(CY) 2023. If CMS’s proposed rule is finalized as is,
home health agencies (HHAs) will experience an $810
million pay cut from Medicare next year. This Health
Capital Topics article will review the proposed rule and
discuss industry response.

Much of the decrease in home health payments proposed
for 2023 is due to pay adjustments “to account for
increased expenditures CMS contends resulted from a
recently implemented payment system,” i.e., the
Payment-Driven Groupings Model (PDGM).! The
PDGM was implemented in 2020 as required by the
Bipartisan Budget Act of 2018 (BBA), with the goal of
better aligning payments with patient care needs,
particularly for more clinically-complex beneficiaries
that require more skilled nursing services than therapy
services.? Toward that end, CMS eliminated the incentive
to overserve patients by paying HHAs “based on patient
characteristics instead of the number of therapy hours
provided.”® To prevent over-utilization of services, CMS
reduced the payment period from 60 days to 30 and
required HHAs re-certify that a patient needs additional
care after each period.* The PDGM also increased the
number of case mix groupings from 153 to 432 and
introduced low- and high-use thresholds for each.® A
patient is considered low-use if they use 2-6 visits during
a 30-day period, with the actual visit number varying by
case mix grouping.® HHAs are reimbursed on a per-visit
basis for low-use patients, but HHAs that provide more
than the case-adjusted number of visits during a 30-day
period will be reimbursed for a full 30-day period.” High-
use patients typically utilize more than the average
number of visits per period, thus costing the HHA more
money. Under these new provisions, CMS will reimburse
HHAs up to 80% of the difference on any high-use
utilization.®

The PDGM is budget neutral, meaning it may not cause
higher Medicare spending. Consequently, CMS reduced
HHA payments starting in 2020 in anticipation of the
reduced utilization as a result of PDGM implementation.
The BBA requires CMS, for the first 7 years of the
PDGM, to “make assumptions about behavior changes
that could occur because of the implementation of the 30-
day unit of payment and the” PDGM and annually assess
the impact of the differences between (1) the behavioral
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changes that CMS assumed and (2) the actual behavioral
changes, on estimated aggregate expenditures; CMS
must then make any indicated temporary/permanent
increases or decreases to the 30-day payment amount.®
Toward that end, CMS proposes a way to determine the
impact of those differences between the assumed and
actual behavior changes, by calculating what Medicare
would have spent had PDGM not been implemented in
2020 and 2021 and comparing that to what was actually
spent during the same timeframe.'® As a result, CMS
proposed a -7.69% payment adjustment for 2023, “to
ensure that aggregate expenditures under the new
payment system model would be equal to what they
would have been under the old payment system.”! In
addition to these retrospective, temporary payment
adjustments, CMS proposed to apply a prospective,
permanent payment adjustment, for the same reason.*?

Therefore, the aforementioned proposed payment
decrease of $810 million for 2023 is the combination of
a proposed 2.9% home health payment update, the -
7.69% budget neutrality adjustment, and an estimated
0.2% decrease “that reflects the effects of a proposed
update to the fixed-dollar loss ratio (FDL) used in
determining outlier payments,” as well as some other
minor adjustments.*?

Additional measures proposed by CMS include:

1. Reweighting each of the PDGM payment
group’s case mix weights (including the low
utilization thresholds), utilizing 2021 data.

2. Implementing a permanent 5% cap on any
negative changes to the hospital wage index (on
which the geographic factors of the base rate are
adjusted), regardless of the reason for the
decline. The agency contends that smoothing
out year-to-year changes will help increase the
predictability of home health payments.

3. Updating the home infusion therapy services
payment rates for 2023. However, the amount of
that update was not disclosed by CMS, because
the law requires those rates to be updated by the
June 2022 Consumer Price Index for all urban
customers (CPI-U), which was not available at
the time the proposed rule was released.
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CMS is also seeking comment on how it may collect data
from HHASs related to the use of telecommunications
technology for the purpose of analyzing the
characteristics of Medicare beneficiaries utilizing the
remote services. This may serve to give CMS, and HHAs,
a better understanding “of the social determinants that
affect who benefits most from those services, including
what barriers may potentially exist for certain subsets of
beneficiaries.”®

Home health industry representatives have expressed
their significant dismay with the proposed rule. The
National Association for Home Care & Hospice (NAHC)
is “very disappointed in the CMS proposed rule...The
stability of home health care is at risk as a consequence
of CMS proposing the application [of] a fatally flawed
methodology for assessing whether the PDGM payment
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model led to budget neutral spending in 2020...With
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Medicare home health services.”’
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