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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 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 audits 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.  These evaluations focus 
on preventing fraud, waste, or abuse and promoting economy, efficiency, and effectiveness of 
departmental programs.  To promote impact, OEI reports also present practical recommendations for 
improving program operations. 
 
Office of Investigations 
 
The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of fraud and 
misconduct related to HHS programs, operations, and beneficiaries.  With investigators working in all 50 
States and the District of Columbia, OI utilizes its resources by actively coordinating with the Department 
of Justice and other Federal, State, and local law enforcement authorities.  The investigative efforts of OI 
often lead to criminal convictions, administrative sanctions, and/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 for OIG’s internal 
operations.  OCIG represents OIG in all civil and administrative fraud and abuse cases involving HHS 
programs, including False Claims Act, program exclusion, and civil monetary penalty cases.  In 
connection with these cases, OCIG also negotiates and monitors corporate integrity agreements.  OCIG 
renders advisory opinions, issues compliance program guidance, publishes fraud alerts, and provides 
other guidance to the health care industry concerning the anti-kickback statute and other OIG enforcement 
authorities. 

 



 
Notices 

 
 

 
 

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

 
Section 8M of the Inspector General Act, 5 U.S.C. App., requires 
that OIG post its publicly available reports on the OIG website.  

 
OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS 

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

 

https://oig.hhs.gov/
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Report in Brief 
Date: May 2021 
Report No. A-09-20-03034 

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 
OIG audits and evaluations found that 
Medicare inappropriately paid for 
hospice services that did not meet 
certain Medicare requirements. 

Our objective was to determine 
whether hospice services provided by 
Franciscan Hospice (Franciscan) 
complied with Medicare 
requirements. 

How OIG Did This Audit 
Our audit covered 21,537 claims for 
which Franciscan (located in 
University Place, Washington) 
received Medicare reimbursement of 
$101.5 million for hospice services 
provided from January 1, 2016, 
through December 31, 2017. We 
reviewed a random sample of 
100 claims. We evaluated 
compliance with selected Medicare 
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. 

Medicare Hospice Provider Compliance Audit: 
Franciscan Hospice 

What OIG Found 
Franciscan received Medicare reimbursement for hospice services that did not 
comply with Medicare requirements. Of the 100 hospice claims in our sample, 
79 claims complied with Medicare requirements.  However, the remaining 
21 claims did not comply with the requirements.  Specifically, for 19 claims, 
the clinical record did not support the beneficiary’s terminal prognosis, and for 
the remaining 2 claims, there was no documentation to support the hospice 
services that Franciscan billed to Medicare. 

Improper payment of these claims occurred because Franciscan’s policies and 
procedures were not effective in ensuring that the clinical documentation it 
maintained supported the terminal illness prognosis and the hospice services 
billed to Medicare. On the basis of our sample results, we estimated that 
Franciscan received at least $13 million in unallowable Medicare 
reimbursement for hospice services. 

What OIG Recommends and Franciscan Comments 
We recommend that Franciscan: (1) refund to the Federal Government the 
portion of the estimated $13 million for hospice services that did not comply 
with Medicare requirements and that are within the 4-year reopening period; 
(2) based upon the results of this audit, exercise reasonable diligence to 
identify, report, and return any overpayments in accordance with the 60-day 
rule and identify any of those returned overpayments as having been made in 
accordance with this recommendation; and (3) strengthen its policies and 
procedures to ensure that hospice services comply with Medicare 
requirements. 

In written comments on our draft report, Franciscan disagreed with our 
findings for 12 of the 19 sampled claims for which the clinical record did not 
support the beneficiary’s terminal prognosis and said that a physician’s clinical 
judgment is fundamental in determining that prognosis.  Franciscan also 
disagreed with our use of extrapolation across the audit period. Franciscan 
agreed with our second recommendation and disagreed with our first and 
third recommendations. 

After reviewing Franciscan’s comments, we maintain that our findings and 
recommendations are valid.  Federal regulations require that clinical 
information and other documentation support the beneficiary’s terminal 
prognosis and be filed in the medical records. The report contains the details 
of our response.  

The full report can be found at https://oig.hhs.gov/oas/reports/region9/92003034.asp. 

https://oig.hhs.gov/oas/reports/region9/92003034.asp
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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.1 
 
OBJECTIVE 
 
Our objective was to determine whether hospice services provided by Franciscan Hospice 
(Franciscan) 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 beneficiary 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 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) general inpatient care, 

 
1 See Appendix B for a list of related OIG reports on Medicare hospice services.  
   
2 The Act §§ 1812(a)(4) and (5).   
 
3 The Act §§ 1814(a)(7)(A) and 1861(dd)(3)(A) and 42 CFR §§ 418.20 and 418.3. 
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(3) inpatient respite care, and (4) continuous home care.  Medicare provides an all-inclusive 
daily payment based on the level of care.4 
 
Beneficiaries 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 beneficiary’s terminal illness, and the beneficiary 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 beneficiary’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 
 
Beneficiaries 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 beneficiary’s terminal illness from the 
hospice medical director or the physician member of the hospice interdisciplinary group9 and 
the beneficiary’s attending physician, if any.  For subsequent benefit periods, a written 
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 life expectancy 

 
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).   
 
6 The Act § 1812(d)(2)(A) and 42 CFR § 418.24(d).  After our audit period (January 1, 2016, through 
December 31, 2017), the text of 42 CFR § 418.24(d) was moved to 42 CFR § 418.24(e), effective October 1, 2019.  
84 Fed. Reg. 38484, 38544 (Aug. 6, 2019). 
 
7 42 CFR §§ 418.24(a)(2) and (a)(3).   
 
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 beneficiaries.  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).   
 
10 42 CFR § 418.22(c). 
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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 beneficiary whose total stay across all hospices is anticipated to reach a third benefit 
period.13  The physician or nurse practitioner conducting the face-to-face encounter must 
gather and document clinical findings to support a life expectancy of 6 months or less.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 
 
Medicare Requirements To Identify and Return Overpayments 
 
OIG believes that this audit report constitutes credible information of potential overpayments.  
Upon receiving credible information of potential overpayments, providers must exercise 
reasonable diligence to identify overpayments (i.e., determine receipt of and quantify any 
overpayments) during a 6-year lookback period.  Providers must report and return any 
identified overpayments by the later of: (1) 60 days after identifying those overpayments or 
(2) the date that any corresponding cost report is due (if applicable).  This is known as the 
60-day rule.17 

 

The 6-year lookback period is not limited by OIG’s audit period or restrictions on the 
Government’s ability to reopen claims or cost reports.  To report and return overpayments 

 
11 42 CFR § 418.22(b)(3).   
 
12 42 CFR § 418.22(a)(3).   
 
13 Hospices that admit a patient who previously received hospice services (from the admitting hospice or from 
another hospice) must consider the patient’s entire Medicare hospice stay to determine in which benefit period 
the patient is being served and whether a face-to-face visit will be required for recertification.  75 Fed. Reg. 70372, 
70435 (Nov. 17, 2010). 
 
14 42 CFR §§ 418.22(a)(4), (b)(3)(v), and (b)(4).   
 
15 42 CFR §§ 418.104 and 418.310.   
 
16 42 CFR §§ 418.22(b)(2) and (d)(2). 
 
17 The Act § 1128J(d); 42 CFR §§ 401.301–401.305; 81 Fed. Reg. 7654 (Feb. 12, 2016). 
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under the 60-day rule, providers can request the reopening of initial claims determinations, 
submit amended cost reports, or use any other appropriate reporting process.18  
 
Franciscan Hospice 
 
Franciscan, located in University Place, Washington, is a nonprofit provider that furnishes 
hospice and palliative care, including nursing and medical care, physical therapy, in-home 
medical equipment, bereavement counseling, massage, aromatherapy, and music therapy.  
From January 1, 2016, through December 31, 2017 (audit period), Franciscan provided hospice 
services to approximately 6,100 beneficiaries and received Medicare reimbursement of about 
$103 million.19  National Government Services, Inc. (NGS), serves as the MAC for Franciscan.   
 
HOW WE CONDUCTED THIS AUDIT 
 
Franciscan received Medicare Part A reimbursement of $102,634,214 for hospice services 
provided during our audit period, representing 23,459 paid claims.  After we excluded 
1,922 claims, totaling $1,147,394, our audit covered 21,537 claims totaling $101,486,820.20  We 
reviewed a random sample of 100 of these claims, totaling $468,212, 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. 
 
Appendix A describes our audit scope and methodology, Appendix C describes our statistical 
sampling methodology, and Appendix D contains our sample results and estimates. 
 
 
 
 

 
18 42 CFR §§ 401.305(d), 405.980(c)(4), and 413.24(f); CMS, Provider Reimbursement Manual—Part 1, 
Pub. No. 15-1, § 2931.2; 81 Fed. Reg. at 7670. 
 
19 Claims data for the period January 1, 2016, through December 31, 2017, were the most current data available 
when we started our audit. 
 
20 We excluded hospice claims that had a payment amount of less than $1,000 (1,888 claims), were identified in 
the Recovery Audit Contractor data warehouse as having been reviewed by another party (17 claims), or had 
compromised beneficiary numbers (17 claims). 
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FINDINGS  
 
Franciscan received Medicare reimbursement for hospice services that did not comply with 
Medicare requirements.  Of the 100 hospice claims in our sample, 79 claims complied with 
Medicare requirements.  However, the remaining 21 claims did not comply with the 
requirements.  Specifically, for 19 claims, the clinical record did not support the beneficiary’s 
terminal prognosis, and for the remaining 2 claims, there was no documentation to support the 
hospice services that Franciscan billed to Medicare.  Improper payment of these claims 
occurred because Franciscan’s policies and procedures were not effective in ensuring that the 
clinical documentation it maintained supported the terminal illness prognosis and the hospice 
services billed to Medicare.  
 
On the basis of our sample results, we estimated that Franciscan received at least $13 million in 
unallowable Medicare reimbursement for hospice services.21  As of the publication of this 
report, these overpayments include claims outside of the 4-year reopening period.22  
Notwithstanding, Franciscan can request that a Medicare contractor reopen the initial 
determinations for those claims for the purpose of reporting and returning overpayments 
under the 60-day rule without being limited by the 4-year reopening period.23 
 
TERMINAL PROGNOSIS NOT SUPPORTED 
 
To be eligible for the Medicare hospice benefit, a beneficiary must be certified as being 
terminally ill.  Beneficiaries 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 beneficiary’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 member of 
the hospice interdisciplinary group is required.  Clinical information and other documentation 
that support the beneficiary’s medical prognosis must accompany the physician’s certification 
and be filed in the medical record with the written certification of terminal illness.24 
 
For 19 of the 100 sampled claims, the clinical record provided by Franciscan did not support the 
associated beneficiary’s terminal prognosis.  Specifically, the independent medical review 

 
21 The statistical lower limit is $13,027,841.  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. 
 
22 42 CFR § 405.980(b)(2) (permitting a contractor to reopen within 4 years for good cause) and 42 CFR 
§ 405.980(c)(2) (permitting a party to request that a contractor reopen within 4 years for good cause).   
 
23 42 CFR § 405.980(c)(4). 
 
24 42 CFR §§ 418.22(b)(2) and 418.104(a). 
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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. 
 
SERVICES NOT DOCUMENTED 
 
No Medicare payment shall be made to any provider unless it has furnished the information 
necessary to determine the amount due (the Act § 1815(a)). 
 
For 2 of the 100 sampled claims, there was no documentation to support the hospice services 
billed to Medicare: 
 

• For one sampled claim, Franciscan claimed and received Medicare reimbursement for a 
physician service that was not documented in the associated beneficiary’s clinical 
record.25 
 

• For one sampled claim, Franciscan claimed and received Medicare reimbursement for 
an emergency department service that was not documented in the associated 
beneficiary’s clinical record. 

 
RECOMMENDATIONS 

 
We recommend that Franciscan Hospice:  
 

• refund to the Federal Government the portion of the estimated $13,027,841 for hospice 
services that did not comply with Medicare requirements and that are within the 4-year 
reopening period;26 

 
 

 
25 Payment for the physician service was based on the physician fee schedule for those physician services furnished 
by hospice employees or under arrangements with the hospice and was not included in the all-inclusive daily 
payment made to the hospice (42 CFR § 418.304(b)). 
 
26 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. 
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• based upon the results of this audit, exercise reasonable diligence to identify, report, 
and return any overpayments in accordance with the 60-day rule27 and identify any of 
those returned overpayments as having been made in accordance with this 
recommendation; and 

 
• strengthen its policies and procedures to ensure that hospice services comply with 

Medicare requirements. 
 

FRANCISCAN COMMENTS AND OFFICE OF INSPECTOR GENERAL RESPONSE 
 

In written comments on our draft report, Franciscan stated that it respectfully disagreed with 
more than half of our findings and also disagreed with our use of extrapolation across the audit 
period.  Specifically, Franciscan disagreed with our findings for 12 of the 19 sampled claims for 
which the clinical record did not support the beneficiary’s terminal prognosis and provided 
specific responses for 5 of the 12 claims.  (Franciscan did not comment on the two sampled 
claims for which no documentation was provided to support the hospice services billed to 
Medicare.)  In addition, Franciscan agreed with our second recommendation and disagreed 
with our first and third recommendations.  However, Franciscan stated that it would “refund 
the sample claims it does not challenge.”   
 
In its specific comments on our findings, Franciscan stated that a physician’s clinical judgment is 
fundamental in determining (or certifying) the terminal prognosis and involves assessing the 
beneficiary’s full clinical picture.  Franciscan also stated that our independent medical review 
contractor incorrectly utilized the Local Coverage Determinations (LCDs) as a checklist for 
hospice eligibility.  Finally, Franciscan stated that extrapolation is inappropriate absent a 
“sustained or high level of payment error (meaning 50 percent or more).”  Franciscan’s 
comments are included in their entirety as Appendix E.  
 
After reviewing Franciscan’s comments, we maintain that our findings and recommendations 
are valid.  Federal regulations require that clinical information and other documentation 
support the beneficiary’s terminal prognosis and be filed in the medical records.  Below is a 
summary of Franciscan’s comments and our responses.  
 
TERMINAL PROGNOSIS NOT SUPPORTED 
 
Franciscan Comments 
 
Franciscan disagreed with our findings for 12 of the 19 sampled claims that had a lack of 
support for a terminal prognosis.  For each of these 12 claims, Franciscan’s third-party auditor 

 
27 This recommendation does not apply to any overpayments that are both within our sampling frame (i.e., the 
population from which we selected our statistical sample) and refunded based upon the extrapolated 
overpayment amount.  Those overpayments are already covered in the previous recommendation. 
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found that the patient’s medical record supported the certifying physician’s clinical judgment 
that the patient met hospice criteria with a life expectancy of 6 months or less. 
 
Franciscan emphasized the importance of a physician’s clinical judgment in determining a 
patient to be terminally ill, thereby qualifying the patient for the Medicare hospice benefit.  
Franciscan stated that a beneficiary is eligible for this benefit if the appropriate physician makes 
a clinical judgment that the patient is terminally ill in light of the patient’s complete medical 
picture, as evidenced by the patient’s medical records.  Furthermore, Franciscan cited a Federal 
court decision that noted: “[N]one of the relevant [statutory or regulatory] language states that 
the documentary record underpinning a physician’s clinical judgement must prove the 
prognosis as a matter of medical fact.”  Lastly, Franciscan stated that the court decision noted:  
“Congress said nothing to indicate that the medical documentation presented with a claim 
must prove the veracity of the clinical judgment on an after-the-fact review.”   
 
Franciscan stated that our independent medical review contractor incorrectly utilized the LCDs 
as a checklist for hospice eligibility instead of considering patients’ unique combination of 
illnesses.  Franciscan also stated that given that LCDs are guidelines and not binding, they 
should not be considered the exact criteria used for determining terminal illness. 
 
Office of Inspector General Response 
 
We used an independent medical review contractor that is a licensed physician who specializes 
in hospice and palliative medicine and is familiar with Medicare hospice guidelines and 
protocols.  Our contractor properly used the appropriate statutory and regulatory hospice 
criteria, as well as applicable LCD guidelines, as the framework for its determinations.  
Specifically, our independent medical review contractor applied standards set out in 42 CFR 
§ 418.22(b)(2), which requires that clinical information and other documentation that support 
the medical prognosis accompany the physician’s written certification of terminal illness and be 
filed in the medical record.28  Our contractor acknowledged the physician’s terminal diagnosis 
and evaluated the medical records for each hospice claim (including necessary historical clinical 
records), guided by questions rooted in the Medicare requirements, to determine whether the 
certified terminal prognosis was supported.  The Federal court decision that Franciscan 
referenced addressed whether a difference in clinical judgment can render a physician 
certification false for purposes of False Claims Act liability and therefore is inapplicable to OIG 
audit recommendations and CMS recoveries arising from OIG audits.  However, our contractor 
did not require that documentation prove the medical prognosis.  Instead, our contractor 
considered each beneficiary’s clinical picture and found that the records for the sampled 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.   
 
 

 
28 Applicable LCD guidelines also state that the documentation must contain enough information to support 
terminal illness upon review. 
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USE OF EXTRAPOLATION 
 
Franciscan Comments 
 
Franciscan stated that our findings reflect a financial error rate of 20 percent, which drops by 
more than half after correcting for inaccuracies identified by Franciscan’s third-party auditor.  
Franciscan stated that, under CMS’s standards, medical reviewers are directed to extrapolate 
only in the event of a “sustained or high-level payment error, meaning 50 percent or more” 
(Medicare Program Integrity Manual (MPIM), chapter 8, § 8.4.1.4).  Franciscan stated that while 
these standards apply directly to Medicare review contractors (e.g., MACs and Recovery Audit 
Contractors), the standards should not be ignored in the context of an OIG audit recommending 
extrapolation.  Franciscan also stated that because Medicare overpayments are at issue in this 
audit, the MAC that processes and demands any applicable overpayments at OIG’s 
recommendation is subject to Federal law limiting the use of extrapolation to recover 
overpayments. 
 
Franciscan requested that, at a minimum, we remove any recommendations related to 
extrapolation until the MAC has made a determination regarding repayment and Franciscan has 
had the opportunity to challenge that determination through the appeal process. 
 
Office of Inspector General Response 
 
The MPIM requirement cited by Franciscan (that a determination of a sustained or high level of 
payment error must be made before extrapolation) applies only to Medicare contractors, not 
OIG.29  In addition, the statutory provisions upon which the MPIM guidelines are based do not 
prohibit CMS from accepting and acting upon our monetary recommendation. 
 
Removing our recommendation related to extrapolation until the MAC has made a 
determination, as Franciscan requested, is not necessary.  As stated in the footnote of our first 
recommendation, a 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. 
 
RECOMMENDATIONS 
 
Franciscan Comments 
 
Franciscan had the following comments on our recommendations: 
 

• Franciscan stated that given the foregoing, it disagreed with our first recommendation 
as written.  However, Franciscan stated that it will refund the sampled claims it does not 
challenge. 

 
29 See the Act § 1893(f)(3); MPIM, Pub. No. 100-08, chapter 8, § 8.4. 
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• Franciscan stated that it agreed with our second recommendation in that exercising 
reasonable diligence to identify, report, and return overpayments in the audited sample 
is required by Federal law and regulations.  Franciscan also stated that it will refund 
certain sampled claims and will evaluate and address any additional overpayments in 
accordance with the 60-day rule. 
 

• Franciscan stated that in general, it disagreed with our third recommendation to the 
extent it suggests that Franciscan’s policies and procedures did not ensure hospice 
services complied with Medicare requirements.  Franciscan also stated that it reviews 
and, as appropriate, revises its policies and procedures as part of its compliance 
program; educates its employees on Medicare requirements and company policies; and 
re-educates appropriate personnel to ensure understanding of Medicare coverage 
standards. 

 
Office of Inspector General Response 
 
We clarified in the footnote to our first recommendation that OIG audit recommendations do 
not represent final determinations by Medicare.  Action officials at CMS, acting through a MAC 
or other contractor, will determine whether a potential overpayment exists and will recoup any 
overpayments consistent with CMS’s policies and procedures.  If a disallowance is taken, a 
provider has the right to appeal the determination that a payment for a claim was improper 
(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 occurred because Franciscan’s policies and 
procedures were not effective in ensuring that the clinical documentation it maintained 
supported the terminal illness prognosis and the hospice services billed to Medicare.  
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APPENDIX A: AUDIT SCOPE AND METHODOLOGY  
 
SCOPE 
 
Our audit covered 21,537 hospice claims for which Franciscan received Medicare 
reimbursement totaling $101,486,820 for services provided from January 1, 2016, through 
December 31, 2017 (audit period).  These claims were extracted from CMS’s National Claims 
History (NCH) file.   
 
We did not assess Franciscan’s overall internal control structure.  Rather, we limited our review 
of internal controls to those applicable to our objective.  Our audit enabled us to establish 
reasonable assurance of the authenticity and accuracy of the data obtained from the NCH file, 
but we did not assess the completeness of the file. 
 
We performed fieldwork at Franciscan’s office in University Place, Washington.  
 
METHODOLOGY  
 
To accomplish our objective, we:  
 

• reviewed applicable Medicare laws, regulations, and guidance; 
  

• met with CMS officials to gain an understanding of the Medicare hospice benefit; 
  

• met with NGS officials to gain an understanding of the Medicare requirements related 
to hospice services;  

 
• met with Franciscan officials to gain an understanding of Franciscan’s policies and 

procedures related to providing and billing Medicare for hospice services and reviewed 
those policies and procedures;  

 
• obtained from CMS’s NCH file 23,459 hospice claims, totaling $102,634,214,30 for the 

audit period; 
 
• excluded 1,888 claims, totaling $953,338, that had a payment amount of less than 

$1,000; 17 claims, totaling $126,596, that were identified in the Recovery Audit 
Contractor data warehouse as having been reviewed by another party; and 17 claims, 
totaling $67,460, that had compromised beneficiary numbers; 

 
• created a sampling frame consisting of 21,537 hospice claims, totaling $101,486,820;  

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

 
30 We excluded claims that were zero-paid; however, an individual claim line can have a zero payment. 
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• 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; 

 
• 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 or reasons a claim was determined to be improperly reimbursed; 

 
• used the results of the sample to estimate the amount of the improper Medicare 

payments made to Franciscan for hospice services; and 
 

• discussed the results of our audit with Franciscan officials.  
 
See Appendix C for our statistical sampling methodology and Appendix D for our sample 
results and estimates. 
 
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: RELATED OFFICE OF INSPECTOR GENERAL REPORTS  
 

Report Title Report Number Date Issued 
Medicare Hospice Provider Compliance Audit: Alive 
Hospice, Inc. A-09-18-03016 5/14/2021 
Medicare Hospice Provider Compliance Audit: Ambercare 
Hospice, Inc. A-09-18-03017 5/14/2021 
Medicare Hospice Provider Compliance Audit: Suncoast 
Hospice A-02-18-01001 5/7/2021 
Medicare Hospice Provider Compliance Audit: Tidewell 
Hospice, Inc. A-02-18-01024 2/22/2021 
Medicare Hospice Provider Compliance Audit: Hospice 
Compassus, Inc., of Tullahoma, Tennessee A-02-16-01024 12/16/2020 
Medicare Hospice Provider Compliance Audit: Hospice 
Compassus, Inc., of Payson, Arizona A-02-16-01023 11/19/2020 
Safeguards Must Be Strengthened To Protect Medicare 
Hospice Beneficiaries From Harm OEI-02-17-00021 7/3/2019 

Hospice Deficiencies Pose Risks to Medicare Beneficiaries OEI-02-17-00020 7/3/2019 
Vulnerabilities in the Medicare Hospice Program Affect 
Quality Care and Program Integrity: An OIG Portfolio OEI-02-16-00570 7/30/2018 
Hospices Should Improve Their Election Statements and 
Certifications of Terminal Illness OEI-02-10-00492 9/15/2016 
Hospices Inappropriately Billed Medicare Over $250 Million 
for General Inpatient Care OEI-02-10-00491 3/30/2016 
Hospice of New York, LLC, Improperly Claimed Medicare 
Reimbursement for Some Hospice Services A-02-13-01001 6/26/2015   
Medicare Hospices Have Financial Incentives To Provide 
Care in Assisted Living Facilities OEI-02-14-00070 1/13/2015 
The Community Hospice, Inc., Improperly Claimed Medicare 
Reimbursement for Some Hospice Services A-02-11-01016 9/23/2014   
Servicios Suplementarios de Salud, Inc., Improperly Claimed 
Medicare Reimbursement for Some Hospice Services A-02-11-01017 8/7/2014 

 
  

https://www.oig.hhs.gov/oas/reports/region9/91803016.asp
https://www.oig.hhs.gov/oas/reports/region9/91803017.asp
https://www.oig.hhs.gov/oas/reports/region2/21801001.asp
https://oig.hhs.gov/oas/reports/region2/21801024.asp
https://oig.hhs.gov/oas/reports/region2/21601024.asp
https://oig.hhs.gov/oas/reports/region2/21601023.asp
https://oig.hhs.gov/oei/reports/oei-02-17-00021.asp?utm_source=mmpage&utm_medium=web&utm_campaign=OEI-02-17-00021
https://oig.hhs.gov/oei/reports/oei-02-17-00020.asp?utm_source=mmpage&utm_medium=web&utm_campaign=OEI-02-17-00020
https://oig.hhs.gov/oei/reports/oei-02-16-00570.asp
https://oig.hhs.gov/oei/reports/oei-02-10-00492.asp
https://oig.hhs.gov/oei/reports/oei-02-10-00491.asp
https://oig.hhs.gov/oas/reports/region2/21301001.asp
https://oig.hhs.gov/oei/reports/oei-02-14-00070.asp
https://oig.hhs.gov/oas/reports/region2/21101016.asp
https://oig.hhs.gov/oas/reports/region2/21101017.asp
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APPENDIX C: STATISTICAL SAMPLING METHODOLOGY 
 
SAMPLING FRAME  
 
We obtained Medicare Part A claims data for hospice services that Franciscan provided during 
our audit period, representing 23,459 paid claims totaling $102,634,214.  We excluded 1,888 
claims, totaling $953,338, that had a payment amount of less than $1,000; 17 claims, totaling 
$126,596, that were identified in the Recovery Audit Contractor data warehouse as having been 
reviewed by another party; and 17 claims, totaling $67,460, that had compromised beneficiary 
numbers.  As a result, the sampling frame consisted of 21,537 claims totaling $101,486,820.  
The data were extracted from the CMS NCH file. 
 
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 FI_DOC_CLM_CNTL_NUM (a claim identification number) 
field, and we consecutively numbered the hospice claims in our sampling frame from 1 to 
21,537.  After generating 100 random numbers, we selected the corresponding frame items. 
 
ESTIMATION METHODOLOGY  
 
We used the OAS statistical software to calculate our estimates.  We estimated the total 
amount of improper Medicare payments made to Franciscan for unallowable hospice services 
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.  
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APPENDIX D: SAMPLE RESULTS AND ESTIMATES 
 

Table 1: Sample Details and Results 
 

Number of Claims 
in Sampling Frame 

Value of 
Sampling 

Frame Sample Size 
Value of 
Sample 

Number of 
Unallowable 

Claims 

Value of 
Overpayments 

in Sample 

21,537 $101,486,820 100 $468,212 21 $93,785 
 
 

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

 
Point estimate $20,198,445 
Lower limit 13,027,841 
Upper limit 27,369,050 
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