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Overpayments 
Why OIG Did This Audit  

• The Medicare hospice benefit allows providers to claim Medicare reimbursement for hospice services 
provided to individuals with a life expectancy of 6 months or less who have elected hospice care.  

• Previous Office of Inspector General audits and evaluations found that Medicare inappropriately paid 
for hospice services that did not meet certain Medicare requirements. 

• This audit report, part of a series of hospice compliance audits, determined whether hospice services 
provided by Hospice of the Valley – West (HOV) complied with Medicare requirements.   

What OIG Found 
• HOV complied with Medicare billing requirements for 85 out of the 100 hospice claims we reviewed.  

However, the remaining 15 claims did not comply with Medicare requirements, resulting in 
overpayments totaling $69,184 from July 1, 2020, through June 30, 2022 (audit period).   

 
• The errors occurred primarily because HOV did not always follow its policies and procedures to prevent 

the incorrect billing of Medicare claims for hospice services.   

• On the basis of our sample results, we estimated that, of the $86 million Medicare paid HOV, HOV 
received at least $8.6 million in unallowable Medicare reimbursement for hospice services for the audit 
period. 

What OIG Recommends 
We made three recommendations, including that HOV refund to the Federal Government the $8.6 million in 
estimated overpayments.  Our complete recommendations are found in the audit report. 

HOV did not concur with any of our recommendations. 
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INTRODUCTION 
 

WHY WE DID THIS AUDIT 
 
The Medicare hospice benefit allows providers to claim Medicare reimbursement for hospice 
services provided to individuals with a life expectancy of 6 months or less who have elected 
hospice care.  Previous Office of Inspector General (OIG) audits and evaluations found that 
Medicare inappropriately paid for hospice services that did not meet certain Medicare 
requirements.  This audit is part of a series of hospice compliance audits.1  Using computer 
matching, data mining, and data analysis techniques, we identified hospices at risk of 
noncompliance with Medicare requirements.  For this audit, we selected Hospice of the 
Valley - West (HOV). 
 
OBJECTIVE 
 
Our objective was to determine whether hospice services provided by HOV complied with 
Medicare requirements. 
 
BACKGROUND 
 
The Medicare Program 
 
Title XVIII of the Social Security Act (the Act) established the Medicare program, which provides 
health insurance coverage to people aged 65 and over, people with disabilities, and people with 
end-stage renal disease.  The Centers for Medicare & Medicaid Services (CMS) administers the 
Medicare program. 
 
Medicare Part A, also known as hospital insurance, provides for the coverage of various types of 
services, including hospice services.2  CMS contracts with Medicare Administrative Contractors 
(MACs) to process and pay Medicare hospice claims in four home health and hospice 
jurisdictions. 
 
The Medicare Hospice Benefit 
 
To be eligible to elect Medicare hospice care, a person enrolled in Medicare (enrollee) must be 
entitled to Medicare Part A and certified by a physician as being terminally ill (i.e., as having a 
medical prognosis with a life expectancy of 6 months or less if the illness runs its normal 

 
1 See the OIG Work Plan summary: “Series: Review of Hospices’ Compliance with Medicare Requirements” which 
includes hospice compliance audit reports issued by the OIG. 
 
2 The Act §§ 1812(a)(4) and (5).   
 

https://oig.hhs.gov/reports/work-plan/browse-work-plan-projects/w-00-24-35783/
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course).3  Hospice care is palliative (supportive), rather than curative, and includes, among 
other things, nursing care, medical social services, hospice aide services, medical supplies, and 
physician services.  The Medicare hospice benefit has four levels of care: (1) routine home care, 
(2) continuous home care (CHC), (3) inpatient respite care, and (4) general inpatient care (GIP).  
Medicare provides an all-inclusive daily payment based on the level of care.4 
 
Enrollees eligible for the Medicare hospice benefit may elect hospice care by filing a signed 
election statement with a hospice.5  Upon election, the hospice assumes the responsibility for 
medical care of the enrollee’s terminal illness, and the enrollee waives all rights to Medicare 
payment for services that are related to the treatment of the terminal condition or related 
conditions for the duration of the election, except for services provided by the designated 
hospice directly or under arrangements or services of the enrollee’s attending physician if the 
physician is not employed by or receiving compensation from the designated hospice.6   
 
The hospice must submit a notice of election (NOE) to its MAC within 5 calendar days after the 
effective date of election.  If the hospice does not submit the NOE to its MAC within the 
required timeframe, Medicare will not cover and pay for days of hospice care from the effective 
date of election to the date that the NOE was submitted to the MAC.7 
 
Enrollees are entitled to receive hospice care for two 90-day benefit periods, followed by an 
unlimited number of 60-day benefit periods.8  At the start of the initial 90-day benefit period of 
care, the hospice must obtain written certification of the enrollee’s terminal illness from the 
hospice medical director or the physician member of the hospice interdisciplinary group and 
the enrollee’s attending physician, if any.9  For subsequent benefit periods, a written 

 
3 The Act §§ 1814(a)(7)(A) and 1861(dd)(3)(A) and 42 CFR §§ 418.20 and 418.3. 
 
4 42 CFR § 418.302.  For dates of service on or after January 1, 2016, there are two daily payment rates for routine 
home care: a higher rate for the first 60 days and a lower rate for days 61 and beyond (80 Fed. Reg. 47142, 47172 
(Aug. 6, 2015)). 
 
5 42 CFR § 418.24(a)(1).  After our audit period, § 418.24(a)(1) was redesignated to § 418.24(a) at 89 Fed. Reg. 
64202, 64272 (Aug. 6, 2024), effective Oct 1, 2024. 
 
6 The Act § 1812(d)(2)(A) and 42 CFR § 418.24(e).  During our audit period, § 418.24(e) was redesignated to 
paragraph (f) at 86 Fed. Reg. 42528, 42605 (Aug. 4, 2021), effective Oct. 1, 2021, and, after our audit period, § 
418.24(f) was redesignated to paragraph (g) at 89 Fed. Reg. 64202, 64272 (Aug. 6, 2024), effective Oct 1, 2024.   
 
7 42 CFR §§ 418.24(a)(2) and (a)(3).  After our audit period, § 418.24(a)(2) and (a)(3) were redesignated to 
paragraphs (e) and (e)(1) at 89 Fed. Reg. 64202, 64272 (Aug. 6, 2024), effective Oct 1, 2024. 
 
8 42 CFR § 418.21(a).   
 
9 A hospice interdisciplinary group consists of individuals who together formulate the hospice plan of care for 
terminally ill enrollees.  The interdisciplinary group must include a Doctor of Medicine or Osteopathy, a registered 
nurse, a social worker, and a pastoral or other counselor, and may include others, such as hospice aides, 
therapists, and trained volunteers (42 CFR § 418.56).   
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certification by only the hospice medical director or the physician member of the hospice 
interdisciplinary group is required.10  The initial certification and all subsequent recertifications 
must include a brief narrative explanation of the clinical findings that supports a medical 
prognosis with a life expectancy of 6 months or less.11  The written certification may be 
completed no more than 15 calendar days before the effective date of election or the start of 
the subsequent benefit period.12 
 
A hospice physician or hospice nurse practitioner must have a face-to-face encounter with each 
hospice enrollee whose total stay across all hospices is anticipated to reach a third benefit 
period.  The physician or nurse practitioner conducting the face-to-face encounter must gather 
and document clinical findings to support a medical prognosis with a life expectancy of 6 
months or less.13 
 
Effective for dates of service beginning January 1, 2016, hospices can claim a service intensity 
add-on (SIA) payment for direct patient care provided by a registered nurse and/or a social 
worker to an enrollee receiving routine home care during the last 7 days of life.14 
 
Hospice providers must establish and maintain a clinical record for each hospice patient.15  The 
record must include all services, whether furnished directly or under arrangements made by 
the hospice.  Clinical information and other documentation that support the medical prognosis 
of a life expectancy of 6 months or less if the terminal illness runs its normal course must be 
filed in the medical record with the written certification of terminal illness.16 

Limitation on Recovery of Overpayments 
 
Medicare contractors may reopen a claim for good cause within 4 years from the date of the 
initial determination or redetermination.17 National Government Services, Inc. (NGS), HOV’s 

 
10 42 CFR § 418.22(c).  After our audit period, § 418.22(c) was revised to permit the physician designee (as defined 
in § 418.3) to certify terminal illness when the medical director is not available. 89 Fed. Reg. 64202, 64272 (Aug. 6, 
2024), effective Oct 1, 2024. 
 
11 42 CFR § 418.22(b)(3).   
 
12 42 CFR § 418.22(a)(3).   
 
13 42 CFR §§ 418.22(a)(4), (b)(3)(v), and (b)(4).   
 
14 To be eligible for an SIA payment, the enrollee must be discharged from the hospice due to death (42 CFR §§ 
418.302(b)(1)(i) and (ii)). 
 
15 42 CFR §§ 418.104 and 418.310.   
 
16 42 CFR §§ 418.22(b)(2) and (d)(2). 
 
17 42 CFR § 405.980(b)(2).   
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Medicare contractor, reopened all claims in our audit sample frame within 4 years from the 
date of the initial determination of each of those claims. 

Section 1870 of the Act prohibits the recovery of Medicare fee-for-service overpayments if the 
provider was without fault with respect to the overpayment.18  A provider is presumed to be 
without fault for Medicare fee-for-service overpayments if the overpayment determination is 
made by the Medicare program after the fifth year following the year in which notice of such 
payment was sent to the provider.19 MACs typically waive recovery in accordance with this 
presumption, but have the authority to determine whether there is sufficient evidence to rebut 
the presumption. 
 
Hospice of the Valley - West 
 
HOV is a not-for-profit hospice provider located in Phoenix, Arizona.  From July 1, 2020, through 
June 30, 2022 (audit period), HOV provided hospice services to approximately 7,000 enrollees 
and received Medicare reimbursement of about $86 million.20     
 
HOW WE CONDUCTED THIS AUDIT 
 
Our audit covered 20,780 claims totaling $85,867,467 in payments for services provided during 
our audit period.21  We reviewed a random sample of 100 of these claims, totaling $419,336, to 
determine whether hospice services complied with Medicare requirements.  Specifically, we 
evaluated compliance with selected billing requirements and submitted these sampled claims 
and the associated medical records to an independent medical review contractor to determine 
whether the services met coverage, medical necessity, and coding requirements. 
 
We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives. 
 

 
18 Section 1870; 78 Fed. Reg. 74230, 74445 (Dec. 10, 2013); Medicare Financial Management Manual, chapter 3, 
§§ 70.3 and 80. 
 
19 Section 1870; 78 Fed. Reg. 74230, 74445 (Dec. 10, 2013); Medicare Financial Management Manual, chapter 3, 
§§ 70.3 and 80. 
 
20 Claims data for the period July 1, 2020, through June 30, 2022, was the most current data available when we 
started our audit. 
 
21 In developing this sampling frame, we included hospice claims for which a payment was made from the 
Medicare Trust Fund and claims that were not identified in the Recovery Audit Contractor data warehouse as 
having been reviewed by another party. 
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Appendix A describes our audit scope and methodology, Appendix B describes our statistical 
sampling methodology, Appendix C contains our sample results and estimates, and Appendix D 
contains the results of our audit by sample item. 
 

FINDINGS  
 
HOV complied with Medicare billing requirements for 85 of the 100 hospice claims we 
reviewed.  However, the remaining 15 claims did not comply with Medicare requirements 
resulting in overpayments totaling $69,184.  The figure below provides a breakdown of the 
error types, number of claims in error and the associated overpayments. 
 

Figure: Hospice Billing Errors 

 
 
These errors occurred primarily because HOV did not always follow its policies and procedures 
to prevent the incorrect billing of Medicare claims for hospice services.   
 
On the basis of our sample results, we estimated that HOV received at least $8.6 million in 
unallowable Medicare reimbursement for hospice services for the audit period.22   
 
TERMINAL PROGNOSIS NOT SUPPORTED 
 
To be eligible for the Medicare hospice benefit, an enrollee must be certified as being 
terminally ill (i.e., as having a medical prognosis with a life expectancy of 6 months or less if the 
illness runs its normal course).  Enrollees are entitled to receive hospice care for two 90-day 
benefit periods, followed by an unlimited number of 60-day benefit periods.  At the start of the 
initial 90-day benefit period of care, the hospice must obtain written certification of the 
enrollee’s terminal illness from the hospice medical director or the physician member of the 
hospice interdisciplinary group and the individual’s attending physician, if any.  For subsequent 
benefit periods, a written certification from the hospice medical director or the physician 

 
22 Specifically, we estimated that HOV received at least $8,614,887 in overpayments.  To be conservative, we 
recommend recovery of overpayments at the lower limit of a two-sided 90-percent confidence interval.  Lower 
limits calculated in this manner are designed to be less than the actual overpayment total at least 95 percent of 
the time. 
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member of the hospice interdisciplinary group is required.  Clinical information and other 
documentation that supports the enrollee’s terminal prognosis must accompany the physician’s 
certification and be filed in the medical record with the written certification of terminal 
illness.23 
 
For 14 of the 100 sampled claims, the clinical records provided by HOV did not support the 
associated enrollee’s terminal prognosis.  Specifically, the independent medical review 
contractor determined that the records for these claims did not contain sufficient clinical 
information and other documentation to support the medical prognosis of a life expectancy of 
6 months or less if the terminal illness ran its normal course.  Overpayments associated with 
these 14 claims totaled $64,896. 
 
LEVEL OF CARE NOT SUPPORTED 
 
Medicare reimbursement for hospice services is made at predetermined payment rates—based 
on the level of care provided—for each day that an enrollee is under the hospice’s care.  The 
four levels are: (1) routine home care, (2) CHC, (3) inpatient respite care, and (4) GIP care.24  GIP 
care is provided in an inpatient facility for pain control or acute or chronic symptom 
management that cannot be managed in other settings, such as the enrollee’s home, and is 
intended to be short-term.25  Routine home care is the least expensive level of hospice care, 
followed by inpatient respite care, GIP care, and CHC, which is the most expensive level of 
hospice care. 
 
For one claim in our sample, the associated enrollee’s clinical record did not support the need 
for the claimed GIP level of care.  For the 8 days of GIP that were billed, the enrollee’s medical 
condition supported a short-term inpatient stay for pain control or acute or chronic symptom 
management that could not feasibly be provided in other settings for 3 of those days.  
However, the other 5 days should have been billed at a routine level of care.  Specifically, the 
associated enrollee’s hospice care needs could have been met if HOV had provided services at 
the less expensive routine level of care.26  Overpayment associated with this claim totaled 
$4,288. 
 

 
23 42 CFR §§ 418.22(b)(2) and 418.104(a). 
 
24 Definitions and payment procedures for specific level-of-care categories are codified at 42 CFR § 418.302.  For 
dates of service on or after January 1, 2016, there are two daily payment rates for routine home care: a higher rate 
for the first 60 days and a lower rate for days 61 and beyond (80 Fed. Reg. 47142, 47172 (Aug. 6, 2015)). 
 
25 42 CFR §§ 418.302(b)(4) and 418.202(e). 
 
26 We used the applicable payment rates and questioned the difference in payment amounts between the GIP and 
routine levels of care.   
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HOSPICE OF THE VALLEY - WEST DID NOT ALWAYS FOLLOW PROCEDURES TO PROPERLY 
CLAIM HOSPICE SERVICES  

The 15 inappropriately billed claims did not comply with Medicare requirements because staff 
did not consistently follow HOV’s written procedures designed to ensure that enrollees have a 
terminal prognosis of a life expectancy of 6 months or less if the terminal illness ran its normal 
course and the enrollees received the appropriate level of care.  HOV had written procedures to 
identify and prevent noncompliance with Medicare requirements related to clinical review, 
proper coding, and billing of hospice claims.  Additionally, HOV stated that its billing team 
attends online Medicare training webinars to stay up to date on hospice billing regulation 
changes.  Despite establishing these procedures and ongoing training, we determined that 15 
sampled claims did not comply with Medicare requirements. 

 
RECOMMENDATIONS 

 
• We recommend that HOV refund to the Federal Government the estimated $8,614,887 

in overpayments for claims for hospice services that did not comply with Medicare 
requirements, excluding amounts presumed to be unrecoverable under the Section 
1870 waiver of liability provision.27, 28 

 
• We recommend that HOV consider conducting one or more internal audits or 

investigations for claims after our audit period, based on the findings identified by this 
audit, to identify any similar overpayments the provider might have received and return 
any identified overpayments to the Medicare program. 

 
• We recommend that HOV provide additional training to clinical personnel on its policies 

and procedures to continually validate that the enrollees met the requirements for 
hospice (i.e., terminal prognosis of a life expectancy of 6 months or less if the terminal 
illness ran its normal course and the enrollees received the appropriate level of care).  

 
 
 
 

 
27 OIG audit recommendations do not represent final determinations by Medicare.  CMS, acting through a MAC or 
other contractor, will determine whether overpayments exist and will recoup any overpayments consistent with its 
policies and procedures.  Providers have the right to appeal those determinations and should familiarize 
themselves with the rules pertaining to when overpayments must be returned or are subject to offset while an 
appeal is pending.  The Medicare Part A and Part B appeals process has five levels (42 CFR § 405.904(a)(2)), and if a 
provider exercises its right to an appeal, the provider does not need to return overpayments until after the second 
level of appeal.  Potential overpayments identified in OIG reports that are based on extrapolation may be  
re-estimated depending on CMS determinations and the outcome of appeals. 

28 NGS retains the authority to determine whether there is sufficient evidence to rebut the Section 1870 “fifth year 
following” “without fault” presumption that might limit the recovery of any of these overpayments. 
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HOSPICE OF THE VALLEY – WEST COMMENTS AND  
OFFICE OF INSPECTOR GENERAL RESPONSE 

 
In written comments on our draft report, HOV, through its attorney, did not concur with our 
findings and recommendations.29  Specifically, HOV said that it strongly disagrees with our 
determination for the 15 sampled claims questioned in our draft report.  Also, HOV disagreed 
with our first recommendation stating that it does not believe it was overpaid for hospice 
services.  For the second recommendation, HOV stated that it has not identified any issues that 
would compel HOV to conduct additional reviews, and for the third recommendation, HOV 
stated that it already has a dedicated team of professionals to train staff on compliance. 
 
HOV provided additional documents as an attachment to the written comments.  The 
additional documents for each of the 15 sampled claims included: (1) rebuttal of the denial 
reasons from HOV’s medical director, (2) attestation from HOV’s hospice physician who 
certified the patients’ terminal illness and oversaw the patient care, and (3) letter from HOV’s 
independent medical reviewer concurring with HOV’s assessments.  HOV’s comments, 
excluding the attachment, are included as Appendix E.30   
 
After reviewing HOV’s comments and additional documents, we maintain that our findings and 
recommendations are valid.  We note that our audit recommendations do not represent final 
determinations by the Medicare program but are recommendations to the Department of 
Health and Human Services’ action official.  The action official—in this case, CMS—may 
reexamine the 15 sampled claims that we recommended for disallowance and determine 
whether an overpayment exists.  
 
HOSPICE OF THE VALLEY – WEST DISAGREED WITH OUR DETERMINATIONS FOR 15 SAMPLED 
CLAIMS 
 
In regard to our determination for the 15 sampled claims, HOV stated that it believes our 
medical reviewer misapplied applicable Medicare hospice regulations and standards and did 
not give great weight to certifying physicians’ clinical judgment of terminal illness.  HOV also 
indicated that it was not given the opportunity to engage directly with our medical reviewer 
and that we did not consider impact of the COVID-19 public health emergency (PHE).  In 
addition, HOV objected to, and raised concerns about, our use of extrapolation and stated that 
we should forgo extrapolation.   
 
 
 
 

 
29 The comments to our draft report consisted of two separate letters: one from HOV’s Executive Director, and one 
from its attorney.  We considered comments from the two letters as HOV Comments. 
 
30 The attachment is not included in this report because it contains personally identifiable information. 



Medicare Hospice Provider Compliance Audit: Hospice of the Valley - West (A-09-23-03004) 9 

Application of Medicare Hospice Requirements 
 
Hospice of the Valley – West Comments 
 
HOV stated that our medical reviewer misapplied the applicable Medicare hospice regulations, 
misinterpreted clinical documentation, and overlooked key aspects documented within the 
medical records.  Specifically, HOV stated that our medical reviewer: (1) applied inconsistent 
and erroneous clinical standards when determining whether documentation supported a 
terminal prognosis or a higher level of care; (2) “cherry-picked” certain cognitive symptoms 
from the documentation, and (3) relied on record notations that were after the claim review 
period for some instances and provided sparse responses, which demonstrated that the 
medical reviewer did not consider the totality of the patient’s conditions. 
 
Office of Inspector General Response 
 
We disagree with HOV’s assertions that our independent medical review contractor misapplied 
the applicable Medicare hospice requirements (i.e., laws, regulations, and guidance) when 
conducting its review.   

Our medical review contractor properly used the appropriate statutory and regulatory hospice 
criteria, including applicable Local Coverage Determination (LCD) guidelines, as the framework 
for its determinations.  Specifically, the medical review contractor applied standards set out in 
42 CFR § 418.22(b)(2), which require clinical information and other documentation that support 
the medical prognosis to accompany the certification and be filed in the medical record. 
Additionally, our medical review contractor evaluated the entire medical record provided by 
the hospice for each sample claim to determine whether Medicare requirements were met. 
This included, but was not limited to, hospice election records; the initial certification of 
terminal illness; recertifications that covered the sample claim; plans of care; medication 
records; physician, nurse, hospice aide, and social worker notes; hospital medical records (if 
applicable); and billing documents.  When the medical records and other available clinical 
factors supported the physician’s medical prognosis or the level of hospice care provided, the 
medical review contractor determined that Medicare requirements were met.  Therefore, we 
maintain that the medical review contractor consistently and appropriately applied Medicare 
hospice eligibility requirements. 

Certifying Physician’s Clinical Judgment of Terminal Illness 
 
Hospice of the Valley – West Comments 
 
HOV stated that its certifying physicians’ clinical judgments are correct and that the hospice 
records supported the certification of terminal illness.  HOV stated that our medical reviewer 
glossed over the role of the certifying physician.  HOV indicated that physicians are not required 
to predict with 100 percent certainty in order for the hospice care to meet Medicare 
requirements.  According to HOV, the AseraCare decision stated that the certifying physician’s 
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certification of terminal illness (CTI) must be given great weight and that the CTI does not have 
to chronicle every detail of the hospice patient’s clinical condition that “proves” the patient was 
terminally ill.31   
 
Office of Inspector General Response 
 
Our medical review contractor considered the certifying physician’s terminal diagnosis and 
evaluated the medical records (including necessary historical clinical records) for each hospice 
claim, when determining whether the certified terminal prognosis was supported.  In addition, 
the AseraCare decision that HOV referenced addressed whether a difference in clinical 
judgment can render a physician certification false for purposes of False Claims Act liability; 
therefore, it is not applicable to OIG audit recommendations and CMS recoveries arising from 
OIG audits.  
 
Engagement With Office of Inspector General’s Medical Review Contractor  
 
Hospice of the Valley – West Comments 
 
HOV stated that it was denied the opportunity to engage directly with our medical reviewer and 
was informed that the direct engagement is not part of the OIG’s audit process.  Furthermore, 
HOV stated that our medical reviewer did not reach out to the certifying physicians to obtain 
HOV’s perspective for the 15 sampled claims that were found to have insufficient clinical 
support on the medical records.   
 
Office of Inspector General Response 
 
We acknowledge HOV’s concern regarding its opportunity to engage directly with our medical 
reviewer.  Generally Accepted Government Auditing Standards require auditors to maintain 
independence in both fact and appearance to ensure impartiality and public confidence.  
Because we are not medical review experts, we relied on our medical review contractor.  Our 
medical review contractor maintained their independence and made their determination by 
reviewing the documentation in the medical records.  Additionally, in response to our 
preliminary findings, HOV provided its independent medical reviewer analysis (letter from 
HOV’s independent medical reviewer concurring with HOV’s assessments) for the 15 sample 
claims.  Our medical review contractor reviewed HOV’s independent medical reviewer’s 
analysis and determined that the 15 sample claims continued to be noncompliant with 
Medicare requirements.   
 
We previously notified HOV that “OIG audit recommendations do not represent final 
determinations by Medicare.  After we issue the final report, CMS, acting through a MAC or 
other contractor, will determine whether overpayments exist and will recoup any 

 
31 United States v. AseraCare, Inc., 938 F.3d 1278 (11th Cir. 2019). 
 



Medicare Hospice Provider Compliance Audit: Hospice of the Valley - West (A-09-23-03004) 11 

overpayments consistent with its policies and procedures.  Any determinations made by CMS or 
its contractors regarding overpayments remain subject to the standard Medicare appeals 
process.” 
 
COVID-19 Public Health Emergency 
 
Hospice of the Valley – West Comments 
 
HOV stated that we did not mention that the hospice services were furnished during the 
COVID-19 PHE.  HOV indicated that during the COVID-19 PHE, it was difficult for hospices to 
gather information and dispatch workers, and hospices faced severe staffing challenges.  HOV 
questioned whether we took into consideration the COVID-19 PHE regulatory flexibilities. 
 
Office of Inspector General Response 
 
We worked closely with our independent medical review contractor to ensure that relevant 
waiver provisions in place during our audit period due to the COVID-19 PHE were considered.  
Although we acknowledge that hospices were granted certain flexibilities during the COVID-19 
PHE, hospices were required to continue complying with Medicare requirements.  At the 
beginning of the COVID-19 PHE, CMS used emergency waiver authorities and various regulatory 
authorities to enable flexibilities aimed at reducing the administrative burden on hospices.  For 
example, CMS waived strict timeframes for updating the comprehensive assessment of patients 
to provide hospices more time to update assessments.  However, hospices were still required 
to complete the assessments and updates.   
 
Office of Inspector General’s Extrapolation Methodology 
 
Hospice of the Valley – West Comments 
 
HOV objected to, and raised concerns about, our use of extrapolation.  HOV stated that we 
should forgo extrapolation because: (1) the findings do not reflect a high or sustained level of 
payment error for which extrapolation is justified, (2) the Medicare statue only permits 
extrapolation in “sustained or high” level of payment error, and (3) NGS reopened all of the 
claims in the sampling frame regardless of whether the claims were in the sample review.     
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Office of Inspector General Response 
 
Our sampling methodology and extrapolation are statistically valid.  The legal standard for use 
of sampling and extrapolation is that it must be based on a statistically valid methodology, not 
the most precise methodology.32 
 
The Act and Medicare Program Integrity Manual (MPIM) requirement that a determination of a 
sustained or high level of payment error must be made before extrapolation can be used 
applies only to Medicare contractors—not OIG.33  Moreover, Federal courts have consistently 
upheld statistical sampling and extrapolation as a valid means to determine overpayment 
amounts in Medicare and Medicaid.34  We properly executed our statistical sampling 
methodology because we defined our sampling frame and sample unit, selected a sample of 
claims at random, applied relevant criteria in evaluating the sample, and used statistical 
sampling software to apply the correct formulas for the extrapolation.   
 
In response to HOV’s position regarding the reopening of claims, NGS reopened the claims 
based upon its authority under 42 CFR section 405.980.  Specifically, a claim may be reopened 
within 4 years from the date of the initial determination or redetermination for “good cause.”  
This audit is part of a series of OIG hospice compliance audits.  Using computer matching, data 
mining, and data analysis techniques, the OIG identified certain providers that rendered 
hospice claims which may be at risk for noncompliance with Medicare billing requirements.  
OIG selected HOV for further review based upon certain risk factors and notified NGS.  After 
receiving this additional information, NGS reopened the claims.   
 
HOSPICE OF THE VALLEY – WEST DID NOT CONCUR WITH OUR RECOMMENDATIONS 
 
Hospice of the Valley – West Comments 
 
HOV did not concur with any of our recommendations.   
 
Regarding our first recommendation, HOV stated that it disagrees and does not believe that 
hospice services were overpaid for the claims within the four-year claims reopening period.  

 
32 See John Balko & Assoc. v. Sebelius, 2012 WL 6738246 at *12 (W.D. Pa. 2012), aff’d 555 F. App’x 188 (3d Cir. 
2014); Maxmed Healthcare, Inc. v. Burwell, 152 F. Supp. 3d 619, 634–37 (W.D. Tex. 2016), aff’d, 860 F.3d 335 (5th 
Cir. 2017); Anghel v. Sebelius, 912 F. Supp. 2d 4, 18 (E.D.N.Y. 2012); Transyd Enters., LLC v. Sebelius, 2012 U.S. Dist. 
LEXIS 42491 at *13 (S.D. Tex. 2012).   
 
33 See the Act § 1893(f)(3); and CMS’ MPIM, Pub. No. 100-08, chapter 8, § 8.4.   
 
34 See Yorktown Med. Lab., Inc. v. Perales, 948 F.2d 84 (2d Cir. 1991); Illinois Physicians Union v. Miller, 675 F.2d 
151 (7th Cir. 1982); Momentum EMS, Inc. v. Sebelius, 2013 U.S. Dist. LEXIS 183591 at *26-28 (S.D. Tex. 2013), 
adopted by 2014 U.S. Dist. LEXIS 4474 (S.D. Tex. 2014); Anghel v. Sebelius, 912 F. Supp. 2d 4 (E.D.N.Y. 2012); Miniet 
v. Sebelius, 2012 U.S. Dist. LEXIS 99517 at *17 (S.D. Fla. 2012); Bend v. Sebelius, 2010 U.S. Dist. LEXIS 127673 (C.D. 
Cal. 2010). 
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HOV disagrees with our medical review contractor’s determination that the services did not 
comply with Medicare requirements.   
 
Regarding our second recommendation, HOV stated that it has complied with its obligations to 
assess information related to potential overpayments and has not identified any issues that 
would compel HOV to conduct additional reviews. 
 
Regarding our third recommendation, HOV stated that it already has a dedicated team of 
hospice and compliance professionals to develop, implement, and train staff on its compliance 
and clinical operations.    
 
Office of Inspector General Response 
 
We clarified in the footnote to our first recommendation that our audit recommendations do 
not represent final determinations by Medicare.  Action officials at CMS, acting through a MAC 
or other contractor, will determine whether potential overpayments exist and will recoup any 
overpayments consistent with CMS’s policies and procedures.  If a provider disagrees with any 
CMS adverse determination, a provider has the right to appeal that determination (42 CFR § 
405.904(a)(2)).  An overpayment based on extrapolation is re-estimated depending on the 
result of the appeal. 
 
We maintain that the improper payments of 15 sampled claims occurred, and we continue to 
recommend that HOV consider conducting additional reviews to identify potential 
overpayments and provide training clinical personnel to continually validate that the enrollees 
have met the requirements for hospice. 
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APPENDIX A: AUDIT SCOPE AND METHODOLOGY  
 
SCOPE 
 
Our audit covered 20,780 hospice claims for which HOV received Medicare reimbursement 
totaling $85,867,467 in payments for services provided from July 1, 2020, through June 30, 
2022 (audit period).  These claims were extracted from CMS’s Integrated Data Repository (IDR).   
 
We evaluated compliance with selected Medicare coverage and billing requirements and 
submitted the sampled claims and the associated supporting documentation to an independent 
medical review contractor to determine whether the associated services met medical necessity 
and coding requirements. 
 
We limited our review of HOV’s internal controls to those applicable to specific Medicare billing 
procedures because our objective did not require an understanding of all internal controls over 
the submission and processing of claims.   
 
To assess the reliability of the data obtained from CMS’s IDR, we: (1) performed electronic 
testing for obvious errors in accuracy and completeness, (2) reviewed existing information 
about the data and the system that produced the data, and (3) traced our random sample of 
100 hospice claims to source documents.  We determined that the data were sufficiently 
reliable for the purposes of this report. 
 
METHODOLOGY  
 
We took the following steps to accomplish our objective:  
 

• Reviewed applicable Medicare laws, regulations, and guidance 
  

• Reviewed HOV’s policies and procedures for hospice services and met with HOV officials 
to gain an understanding of HOV’s policies and procedures related to providing and 
billing Medicare for hospice services and reviewed those policies and procedures 

 
• Created a sampling frame consisting of 20,780 hospice claims from the CMS IDR, 

totaling $85,867,467, for the audit period35 
 

• Selected a simple random sample of 100 hospice claims from the sampling frame  
 

• Reviewed data from CMS’s Common Working File and other available data for the 
sampled claims to determine whether the claims had been canceled or adjusted 

 
35 The sampling frame included claims for which a payment was made from the Medicare Trust Fund and claims 
that were not identified in the RAC data warehouse as having been reviewed by another party. 
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• Obtained medical records for the 100 sampled claims and provided them to an 
independent medical review contractor, which determined whether the hospice 
services complied with Medicare requirements 
 

• Reviewed the independent medical review contractor’s results and summarized the 
reason(s) a claim was determined to be improperly reimbursed 

 
• Used the results of the sample to calculate the estimated amount of the improper 

Medicare payments in the sampling frame made to HOV for hospice services (Appendix 
C) 

 
• Discussed the results of our audit with HOV officials 

 
We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives. 
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APPENDIX B: STATISTICAL SAMPLING METHODOLOGY 
 
SAMPLING FRAME  
 
The sampling frame consisted of 20,780 Medicare Part A reimbursed claims totaling 
$85,867,467 in payments for hospice services provided by HOV during our audit period.36  The 
data was extracted from the CMS IDR. 
 
SAMPLE UNIT  
 
The sample unit was a Medicare Part A hospice claim. 
 
SAMPLE DESIGN  
 
We used a simple random sample.  
 
SAMPLE SIZE  
 
We selected a sample of 100 Medicare Part A hospice claims.  
 
SOURCE OF THE RANDOM NUMBERS  
 
We generated the random numbers with the OIG, Office of Audit Services (OAS), statistical 
software.  
 
METHOD OF SELECTING SAMPLE ITEMS  
 
We sorted the sampling frame by the IDR_LINK_NUM (a claim identification number) field, and 
we consecutively numbered the hospice claims in our sampling frame.  After generating 
random numbers in accordance with our sample design, we selected the corresponding frame 
items for review. 
 
ESTIMATION METHODOLOGY  
 
We used the OIG/OAS statistical software to estimate the total amount of improper Medicare 
payments made to HOV for unallowable hospice services in the sampling frame.  To be 
conservative, we recommend recovery of overpayments at the lower limit of the two-sided 90-
percent confidence interval.  Lower limits calculated in this manner are designed to be less than 
the actual overpayment total 95 percent of the time.  
 

 
36 The sampling frame included claims for which a payment was made from the Medicare Trust Fund and claims 
that were not identified in the RAC data warehouse as having been reviewed by another party. 
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APPENDIX C: SAMPLE RESULTS AND ESTIMATES 
 

Table 1: Sample Details and Results 
 

Sampling 
Frame Size 

Value of 
Sampling 

Frame Sample Size 
Value of 
Sample 

Number of 
Unallowable 

Claims in Sample 

Value of 
Overpayments 

in Sample 

20,780 $85,867,467 100 $419,336 15 $69,184 
 
 

Table 2: Estimated Value of Overpayments in the Sampling Frame 
(Limits Calculated for a 90-Percent Confidence Interval) 

 
Point estimate $14,376,458 
Lower limit 8,614,887 
Upper limit 20,138,029 
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APPENDIX D: RESULTS OF AUDIT BY SAMPLE ITEM 
 

Sample Number 
Terminal Prognosis Not 

Supported 
Level of Care Not 

Supported Overpayment 
1                              -    
2                              -    
3                              -    
4                              -    
5                              -    
6                              -    
7                              -    
8                              -    
9                              -    

10                              -    
11                              -    
12                              -    
13                              -    
14                              -    
15                              -    
16                              -    
17                              -    
18                              -    
19 X                     4,795  
20                              -    
21                              -    
22 X                     5,255  
23 X                     4,640  
24                              -    
25                              -    
26                              -    
27                              -    
28                              -    
29                              -    
30 X                     4,779  
31                              -    
32                              -    
33                              -    
34                              -    
35                              -    
36                              -    
37                              -    
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Sample Number 
Terminal Prognosis Not 

Supported 
Level of Care Not 

Supported Overpayment 
38                              -    
39                              -    
40                              -    
41                              -    
42 X                     4,795  
43                              -    
44 X                     4,889  
45                              -    
46                              -    
47                              -    
48                              -    
49                              -    
50 X                     4,640  
51                              -    
52 X                     2,320  
53                              -    
54                              -    
55 X                     4,795  
56 X                     4,795  
57                              -    
58                              -    
59                              -    
60                              -    
61                              -    
62                              -    
63                              -    
64                              -    
65                              -    
66                              -    
67                              -    
68                              -    
69                              -    
70                              -    
71 X                     4,889  
72                              -    
73                              -    
74                              -    
75                              -    
76                              -    
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Sample Number 
Terminal Prognosis Not 

Supported 
Level of Care Not 

Supported Overpayment 
77 X                     4,731  
78                              -    
79                              -    
80                              -    
81                              -    
82                              -    
83                              -    
84                              -    
85                              -    
86                              -    
87                              -    
88                              -    
89                              -    
90                              -    
91 X                     4,794  
92                              -    
93                              -    
94 X                     4,779  
95                              -    
96                              -    
97   X                   4,288  
98                              -    
99                              -    

100                              -    
Totals 14 1                 69,184  
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APPENDIX E: HOSPICE OF THE VALLEY – WEST COMMENTS37 

 
 

37 Office of Inspector General Note: The deleted text has been redacted because it is personally identifiable 
information. 
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Report Fraud, Waste, 
and Abuse 
OIG Hotline Operations accepts tips and complaints from all sources about 
potential fraud, waste, abuse, and mismanagement in HHS programs.  Hotline 
tips are incredibly valuable, and we appreciate your efforts to help us stamp 
out fraud, waste, and abuse. 

TIPS.HHS.GOV 

Phone: 1-800-447-8477 

TTY: 1-800-377-4950  

Who Can Report? 
Anyone who suspects fraud, waste, and abuse should report their concerns 
to the OIG Hotline.  OIG addresses complaints about misconduct and 
mismanagement in HHS programs, fraudulent claims submitted to Federal 
health care programs such as Medicare, abuse or neglect in nursing homes, 
and many more.  Learn more about complaints OIG investigates. 

How Does It Help? 
Every complaint helps OIG carry out its mission of overseeing HHS programs 
and protecting the individuals they serve.  By reporting your concerns to the 
OIG Hotline, you help us safeguard taxpayer dollars and ensure the success of 
our oversight efforts. 

Who Is Protected? 
Anyone may request confidentiality.  The Privacy Act, the Inspector General 
Act of 1978, and other applicable laws protect complainants.  The Inspector 
General Act states that the Inspector General shall not disclose the identity of 
an HHS employee who reports an allegation or provides information without 
the employee’s consent, unless the Inspector General determines that 
disclosure is unavoidable during the investigation.  By law, Federal employees 
may not take or threaten to take a personnel action because of 
whistleblowing or the exercise of a lawful appeal, complaint, or grievance 
right.  Non-HHS employees who report allegations may also specifically 
request confidentiality. 

https://tips.hhs.gov/
https://oig.hhs.gov/fraud/report-fraud/before-you-submit/
https://www.youtube.com/watch?v=ElR-tIcENIQ&t=3s
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Stay In Touch 
Follow HHS-OIG for up to date news and publications. 

OIGatHHS 

HHS Office of Inspector General 

Subscribe To Our Newsletter 

OIG.HHS.GOV 

Contact Us 
For specific contact information, please visit us online. 

U.S. Department of Health and Human Services 
Office of Inspector General 
Public Affairs 
330 Independence Ave., SW 
Washington, DC 20201 

Email: Public.Affairs@oig.hhs.gov 

https://cloud.connect.hhs.gov/OIG
https://oig.hhs.gov/
https://oig.hhs.gov/about-oig/contact-us/
mailto:Public.Affairs@oig.hhs.gov
https://instagram.com/oigathhs/
https://www.facebook.com/OIGatHHS/
https://www.youtube.com/user/OIGatHHS
https://twitter.com/OIGatHHS/
https://www.linkedin.com/company/hhs-office-of-the-inspector-general
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