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Office of Inspector General 
http://oig.hhs.gov 

The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as 
amended, is to protect the integrity of the Department of Health and Human Services (HHS) 
programs, as well as the health and welfare of beneficiaries served by those programs. This 
statutory mission is carried out through a nationwide network of audits, investigations, and 
inspections conducted by the following operating components: 

Office of Audit Services 

The Office of Audit Services (OAS) provides all auditing services for HHS, either by conducting 
audits with its own audit resources or by overseeing audit work done by others.  Audits examine 
the performance of HHS programs and/or its grantees and contractors in carrying out their 
respective responsibilities and are intended to provide independent assessments of HHS programs 
and operations. These assessments help reduce waste, abuse, and mismanagement and promote 
economy and efficiency throughout HHS. 

Office of Evaluation and Inspections 

The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide HHS, 
Congress, and the public with timely, useful, and reliable information on significant issues. 
Specifically, these evaluations focus on preventing fraud, waste, or abuse and promoting 
economy, efficiency, and effectiveness in departmental programs.  To promote impact, the 
reports also present practical recommendations for improving program operations. 

Office of Investigations 

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of 
allegations of wrongdoing in HHS programs or to HHS beneficiaries and of unjust enrichment 
by providers.  The investigative efforts of OI lead to criminal convictions, administrative 
sanctions, or civil monetary penalties.  

Office of Counsel to the Inspector General 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, 
rendering advice and opinions on HHS programs and operations and providing all legal support 
in OIG’s internal operations.  OCIG imposes program exclusions and civil monetary penalties on 
health care providers and litigates those actions within HHS.  OCIG also represents OIG in the 
global settlement of cases arising under the Civil False Claims Act, develops and monitors 
corporate integrity agreements, develops compliance program guidances, renders advisory 
opinions on OIG sanctions to the health care community, and issues fraud alerts and other 
industry guidance. 



Notices 


THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

In accordance with the principles of the Freedom of Information Act (5 U.S.C. 552, 
as amended by Public Law 104-231), Office of Inspector General, Office of Audit 
Services reports are made available to members of the public to the extent the 
information is not subject to exemptions in the act. (See 45 CFR Part 5.) 

OAS FINDINGS AND OPINIONS 

The designation of financial or management practices as questionable or a 
recommendation for the disallowance of costs incurred or claimed, as well as other 
conclusions and recommendations in this report, represent the findings and opinions 
of the HHS/OIG/OAS. Authorized officials of the HHS divisions will make final 
determination on these matters. 



EXECUTIVE SUMMARY 


BACKGROUND 


The Centers for Medicare & Medicaid Services (CMS) implemented a Medicare prospective 
payment system for home health agencies (HHA) on October 1, 2000.  Under the prospective 
payment system, CMS requires HHAs to identify all facilities that discharged the beneficiary in 
the 14 days preceding the home health episode.  Medicare pays more for an episode preceded 
only by a discharge from a postacute care facility (a skilled nursing or rehabilitation facility) than 
for the same episode preceded by discharges from both an acute care hospital and a postacute 
care facility or from only an acute care hospital. 

On April 1, 2004, CMS implemented prepayment edits in its Common Working File to prevent 
overpayments to HHAs that bill incorrectly for services for beneficiaries who were recently 
discharged from acute care hospitals.   

OBJECTIVE 

Our objective was to determine whether Partners Home Care (the agency) complied with 
Medicare requirements in billing for fiscal year 2004 and 2005 services for beneficiaries who 
had been discharged from an acute care hospital in the preceding 14 days.   

SUMMARY OF FINDING 

The agency did not always comply with Medicare requirements in billing for services for 
beneficiaries who had been discharged from an acute care hospital in the preceding 14 days.  
Specifically, the agency incorrectly coded 231 claims as if the beneficiaries had not been 
discharged from an acute care hospital within the 14-day period preceding the home health 
admission.  These errors occurred because the agency had not established adequate controls to 
ensure identification of all acute care facilities (including long-term care hospitals) that had 
discharged the beneficiary within the 14-day period. CMS’s prepayment edit corrected 155 of 
the 231 claims.  Overpayments for the 76 claims not identified by the edit totaled $29,894.  
After the start of our review, the provider corrected the coding for 28 of the overpaid claims, 
which accounted for $13,451 of the total overpayment amount.  The 48 remaining unadjusted 
claims represent overpayments of $16,443.   

RECOMMENDATIONS 

We recommend that the agency: 

•	 ensure that its adjustments to reimburse Medicare for the $13,451 in overpayments 
associated with 28 claims were processed by the regional home health intermediary, 

•	 return the $16,443 in overpayments associated with the remaining 48 unadjusted claims 
to the regional home health intermediary, and  
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•	 further educate its staff regarding the importance of identifying all facilities that had 
discharged the beneficiary within 14 days of the home health episode and determining 
which of these facilities were acute care (including long-term care) hospitals. 

PARTNERS HOME CARE’S COMMENTS 

In its response to our draft report, the agency acknowledged that it had received overpayments 
from the fiscal intermediary.  However, the agency maintained that the overpayments were 
caused by the Medicare claims submission system and systemic errors that led to billing errors 
nationwide. The agency provided the status of adjustments and overpayments pertaining to our 
recommendations but recommended that we ask the fiscal intermediary to adjust the outstanding 
claims so that the agency may retain its right to appeal.  We have included the agency’s 
comments in their entirety in the Appendix. 

OFFICE OF INSPECTOR GENERAL’S RESPONSE 

We stand by our finding that the agency did not always comply with Medicare billing 
requirements. We will provide the CMS action official with a copy of our final report, which 
includes the agency’s comments.  The CMS action official will determine what actions should be 
taken. 
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INTRODUCTION 


BACKGROUND 

Home Health Prospective Payment System 

The Centers for Medicare & Medicaid Services (CMS) implemented a Medicare prospective 
payment system for home health agencies (HHA) on October 1, 2000.  CMS contracts with four 
regional home health intermediaries to assist in administering this payment system.   

Under the Medicare prospective payment system, HHAs use a data instrument called the 
Outcome and Assessment Information Set (OASIS) to measure the care that each beneficiary 
needs over a 60-day service period known as an episode.  Various items reported on the OASIS, 
including the beneficiary’s use of inpatient services in the 14 days preceding admission to home 
care, determine the appropriate prospective payment.   

According to CMS’s research (65 Federal Register 41127, July 3, 2000), the cost of a home 
health episode is higher for beneficiaries discharged only from a postacute care facility (a skilled 
nursing or rehabilitation facility) than for beneficiaries discharged from both an acute care 
hospital and a postacute care facility or from only an acute care facility in the preceding 14 days.  
As a result, Medicare pays less for a home health episode of care preceded by a discharge from 
an acute care hospital. CMS requires that HHAs use specific codes to identify beneficiaries who 
were discharged from acute care facilities (including long-term care hospitals) in the 14 days 
preceding admission to home health care. 

Centers for Medicare & Medicaid Services Actions to Prevent and Detect Overpayments 

On April 1, 2004, CMS implemented prepayment edits in its Common Working File to prevent 
overpayments to HHAs that bill incorrectly for services for beneficiaries who were recently 
discharged from acute care hospitals.  The prepayment edit now compares incoming claims that 
contain codes indicating that the beneficiary was not discharged from an acute care hospital in 
the preceding 14 days with the beneficiary’s hospital claims history.  If the edit determines that 
an acute care hospital submitted a claim on behalf of the beneficiary within 14 days of the home 
health episode, the claims processing system corrects the codes  and pays the claims 
appropriately. 

In addition, on April 20, 2004, CMS issued a special-edition “Medlearns Matters,” number 
SE0410, which presents an overview of resources available to HHAs for researching inpatient 
discharges within 14 days of a home health admission and describes how to accurately count the 
14-day period. 

Partners Home Care 

Partners Home Care (the agency) is a nonprofit home health agency with locations throughout 
Eastern Massachusetts offering the following services:  skilled nursing, physical therapy, 
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occupational therapy, speech language therapy, home care aide services, medical social work, and 
nutrition counseling. 

OBJECTIVE, SCOPE, AND METHODOLOGY 

Objective 

Our objective was to determine whether the agency complied with Medicare requirements in 
billing for fiscal year (FY) 2004 and 2005 services for beneficiaries who had been discharged 
from an acute care hospital in the preceding 14 days. 

Scope 

We reviewed 231 home health claims with discharge dates during FYs 2004 and 2005 that the 
agency submitted with codes indicating that the beneficiary had not had an acute care hospital 
stay in the 14 days before the start of the HHA episode. 

Our objective did not require an understanding or assessment of the complete internal control 
structure at CMS, the regional home health intermediaries, or the agency.  We limited 
consideration of the internal control structure to the payment controls in place within the 
Common Working File and the regional home health intermediaries’ claims processing systems.  
We also limited our consideration of the internal control structure at the agency to those controls 
pertaining to developing and submitting Medicare claims.  We did not assess the completeness 
of data extracted from CMS’s National Claims History file.  

We conducted our fieldwork at the agency’s office in Rockland, Massachusetts, from November 
2006 through September 2007.   

Methodology 

To accomplish our objective, we:  

•	 reviewed applicable Medicare laws, regulations, and other requirements; 

•	 extracted the agency’s paid claims data from the National Claims History file for FYs 
2004 and 2005 and identified claims submitted with codes designating that the 
beneficiary had not been discharged from an acute care hospital within 14 days of the 
home health admission; 

•	 compared data from those claims with acute care hospital data in the National Claims 
History file for the same beneficiaries and identified 231 claims made on behalf of 
beneficiaries who had been discharged from hospitals within 14 days of the home health 
episode; 

•	 obtained the Common Working File data for the sampled claims and for the 

corresponding acute care hospital claims; 
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•	 contacted the regional home health intermediary to determine how to identify claims that 
had been corrected by the newly implemented edit; 

•	 recalculated the payments using CMS’s Home Health Prospective Payment System 
Pricer Program to determine the overpayment amounts. 

We conducted our review in accordance with generally accepted government auditing standards.  

FINDING AND RECOMMENDATIONS 

The agency did not always comply with Medicare requirements in billing for services for 
beneficiaries who had been discharged from an acute care hospital in the previous 14 days.  
Specifically, the agency incorrectly coded 231 claims as if the beneficiaries had not been 
discharged from an acute care hospital within the 14-day period preceding the home health 
admission.  These errors occurred because the agency had not established adequate controls to 
ensure identification of all acute care facilities (including long-term care hospitals) that had 
discharged the beneficiary within the 14-day period.  CMS’s prepayment edit corrected 155 of 
the 231 claims.  Overpayments for the 76 claims not identified by the edit totaled $29,894.  
After the start of our review, the provider corrected the coding for 28 of the overpaid claims, 
which accounted for $13,451 of the total overpayment amount.  The 48 remaining unadjusted 
claims represent overpayments of $16,443.   

PROSPECTIVE PAYMENT SYSTEM REQUIREMENTS 

Pursuant to 42 CFR § 484.55, HHAs must complete, for each beneficiary, a comprehensive 
assessment that accurately reflects the beneficiary’s current health status.  HHAs use the OASIS 
to assess the beneficiary’s home care needs.  Medicare prospective payments to HHAs are 
based, in part, on a home health case-mix system that uses selected information from the OASIS 
(42 CFR § 484.210(e)). 

Question M0175 on the OASIS requires HHAs to identify all facilities that discharged the 
beneficiary in the 14 days before the home health episode.  (See the “OASIS Implementation 
Manual.”) The response to this question directly affects the amount of Medicare 
reimbursement.  Medicare pays more for an episode preceded only by a discharge from a 
postacute care facility than for the same episode preceded by discharges from both an acute care 
hospital and a postacute care facility or from only an acute care hospital.   

INCORRECTLY CODED CLAIMS  

The agency did not always comply with Medicare requirements in billing for services for 
beneficiaries who had been discharged from an acute care hospital in the preceding 14 days.  
Specifically, the agency incorrectly coded 231 claims as if the beneficiary had not been 
discharged from an acute care hospital in the 14 days before the home health episode. 
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BILLING CONTROLS NOT ESTABLISHED 

The agency had not established the controls necessary to ensure identification of all acute care 
facilities (including long-term care hospitals) that had discharged the beneficiary in the 14 days 
preceding the home health episode.  Although the agency had educated its staff about the 
significance of identifying on the OASIS all inpatient facilities that had discharged the 
beneficiary in the 14 days before the home health admission and correctly noting the type of 
facility, clinicians who completed the OASIS either: 

•	 did not identify all facilities that had discharged the beneficiary in the 14 days before the 
home health episode or 

•	 did not recognize some of the facilities as long-term care hospitals, which are subject to 
the payment limitation of the 14-day rule.    

MEDICARE OVERPAYMENTS 

The agency submitted 231 incorrectly coded claims during FYs 2004 and 2005.  The 
prepayment edit detected 155 of these claims, and the claims processing system corrected the 
codes and paid the claims appropriately. 

The prepayment edit could not detect the remaining 76 claims because the agency either: 

•	 submitted the incorrectly coded claims before the edit was implemented or 

•	 received payment for the incorrectly coded claims before the discharge hospitals 

submitted their claims.   


Overpayments for the 76 claims not identified by the edit totaled $29,894.  After the start of our 
review, the provider corrected the coding for 28 of these overpaid claims, which accounted for 
$13,451 of the total overpayment amount.  The 48 remaining unadjusted claims represented 
overpayments of $16,443.   

RECOMMENDATIONS 

We recommend that the agency: 

•	 ensure that its adjustments to reimburse Medicare for the $13,451 in overpayments 
associated with 28 claims were processed by the regional home health intermediary, 

•	 return the $16,443 in overpayments associated with the remaining 48 unadjusted 

claims to the regional home health intermediary, and  


•	 further educate its staff regarding the importance of identifying all facilities that had 
discharged the beneficiary within 14 days of the home health episode and determining 
which of these facilities were acute care (including long-term care)  hospitals. 
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PARTNERS HOME CARE’S COMMENTS 

In its response to our draft report, the agency acknowledged that it had submitted incorrectly 
coded claims that resulted in overpayments.  However, the agency took issue with our statement 
that it “did not always comply with Medicare requirements in billing for beneficiaries who had 
been discharged from an acute care hospital in the preceding 14 days.”  The agency stated that it 
took all reasonable and prudent steps to identify the existence of any inpatient hospital stay, 
including a review of available health care records, calls to the referring facility billing office, 
and accessing the Common Working File.   

The agency maintained that the overpayments were generally not the agency’s fault.  Rather, the 
agency stated, the overpayments were caused by inaccuracies in the Medicare claims submission 
system.  The agency asserted that neither a home health agency nor a prepayment edit could 
identify erroneous M0175 OASIS data because the Common Working File does not provide 
timely information regarding beneficiaries’ inpatient stays.  The agency also stated that CMS’s 
elimination of M0175 as a data collection item for reimbursement for episodes of care beginning 
January 1, 2008, is evidence that CMS has reached the same conclusion.   

In response to our recommendations, the agency provided us with the current status of the 
overpayments associated with the 76 claims and requested that we ask the fiscal intermediary to 
adjust the outstanding claims so that the agency may retain its right to appeal.  We have included 
the agency’s comments in their entirety in the Appendix.  

OFFICE OF INSPECTOR GENERAL’S RESPONSE 

We stand by our finding that the agency did not always comply with Medicare billing 
requirements.  Although the agency stated that it had taken all reasonable and prudent steps to 
obtain correct information on beneficiaries’ previous discharges, the beneficiaries in 55 of the 76 
claims (72 percent) were referred to Partners Home Care by Partners Health Care facilities.  
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The agency failed to note that, in addition to a prepayment edit, CMS implemented a 
postpayment review process to facilitate home health agency compliance with Medicare billing 
requirements.  This postpayment review process addresses those cases where inpatient data is not 
available in the Common Working File at the time the agency is attempting to determine if the 
beneficiary had an inpatient hospital stay in the 14 days preceding the home health episode.     

Although CMS is changing its billing system on January 1, 2008, CMS will continue to require 
home health agencies to determine whether the beneficiary had an acute care hospitalization in the 
14 days preceding the home health episode.  In addition, as noted in the Federal Register (72 
Federal Register 49976, August 29, 2007), CMS will continue to collect overpayments made under 
the current billing system. The Federal Register article stated:  “The retrospective M0175 audits 
are still necessary to correct payments that were made inappropriately under the original HH PPS.” 

We will provide the CMS action official with a copy of our final report, which includes the 
agency’s comments. The CMS action official will determine what actions should be taken.   
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