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SUMMARY OF FINAL 2011 Home Health Payment Rule 

with Hospice and Home Health Face-to-Face Encounter Requirements 

(Complete final rule here) 
Provisions are effective on January 1, 2011 unless otherwise specified. 

 

PPS Rates 

CMS is implementing the proposed 3.79 percent reduction to the national standardized episode 

rate for CY 2011. The episode rate for non-rural areas is $2,192.07 and $2257.83 for rural 

areas. CMS will defer finalizing a payment reduction for CY 2012 until further study of the case-

mix change data and/or methodology is completed. The Affordable Care Act (ACA) requires the 

Secretary to rebase HH payments beginning in 2014. At that time, CMS indicated that more up-

to-date costs will be used to rebase payments to HHAs. The net impact on rates as a result of 

the combination of case mix, market basket, and outliers is a cumulative impact of 5.2%. 

 

Market Basket 

The updated HH market basket increase is 2.1 percent, which is based on IHS Global Insight 
Inc.’s third quarter 2010 forecast, utilizing historical data through the second quarter of 2010. 
Due to the new requirement under the Affordable Care Act (ACA), the CY 2011 market basket 
update of 2.1 percent must be reduced by 1 percentage point to 1.1 percent. In effect, the CY 
2011 market basket update is 1.1 percent. CMS contends that the HH market basket is not 
designed to account for changes in total costs (such as those associated with the 
implementation of OASIS–C or other initiatives), but is rather intended to measure the input 
price pressures that the average HH provider is expected to face in the coming year. CMS 
indicated that if the cost structure of the HH industry changes, such as a greater share of 
expenses being devoted to wages and salaries, CMS will propose to rebase and revise the 
market basket, as appropriate. 
 
Case Mix 
CMS is phasing in CMS case-mix reductions and will be applying a 3.79 percent reduction to 
the home health (HH) PPS rates in CY 2011 as included the proposed rule. However, CMS is 
not finalizing the proposed 3.79 percent reduction to the HH PPS rates for CY 2012 at this time. 
Rural agencies will receive an additional 3 percent rural add-onto their payments beginning with 
episodes and visits ending on or after April 1, 2010 and before January 1, 2016, which will help 
offset the case-mix reductions. CMS will continue to research ways to modify CMS models and 
data for analyzing real case-mix change over time. 
 

LUPA 
For CY 2011, the add-on to the LUPA payment to HHAs that submit the required quality 
data will be updated by the HH market basket update of 1.1 percent. 
 
Outlier 

Outlier provisions and reductions to the market basket update were mandated by the Affordable 
Care Act (ACA). CMS HH PPS outlier policy must reduce payment rates by 5 percent, and 
target up to 2.5 percent of total estimated HH PPS payments to be paid as outlier payments. 
CMS will first return the 2.5 percent held for the target CY 2010 outlier pool to the national 
standardized 60-day episode rates, the national per-visit rates, the LUPA add-on payment 
amount, and the NRS conversion factor for CY 2010. CMS will then reduce these rates by 5 
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percent as required by ACA. For CY 2011 and subsequent calendar years, the total amount of 
the additional payments or payment adjustments made may not exceed 2.5 percent of the total 
payments projected or estimated to be made based on the PPS in that year as required by 
ACA. The 10 percent agency-level outlier cap continues in CY 2011 and subsequent calendar 
years as required by ACA following outlier policy: (1) reduce the estimated total payments by 5 
percent; (2) target to pay no more than 2.5 percent of estimated total payments for outliers; and 
(3) apply a 10 percent agency-level outlier cap. The ACA does not allow for exceptions to the 
mandate of the outlier policy which reduces estimated aggregate HH payments by 5 percent, 
allows no more than an estimated 2.5 percent of aggregate HH payments to be outlier 
payments, and requires the 10 percent agency-level outlier cap. The 2.5 percent reduction is not 
a rolling reduction. The 2.5 percent reduction is a one-time, but permanent, reduction to the HH 
rates, which is to be applied in CY 2011. CMS is exploring the possible use of visit intensity data 
in the imputing of costs as part of the outlier payment calculation and is interested in the 
industry’s views on such an alternative. CMS does not have regulatory authority to restore the 
2.5 percent to the estimated aggregate HH payments. CMS will continue to monitor outlier 
payments in order to advise the legislators of any unintended consequences of this legislation, 
such as lack of access to care. 
 
Therapy Changes 
CMS contends that the therapy coverage requirements proposed do not constitute additional 
responsibilities, but rather clarify the existing responsibilities of the qualified therapist and the 
HHA. Highlights include: 
 
Requires that measurable treatment goals be described in the plan of care and that the patient’s 
clinical record would demonstrate that the method used to assess a patient’s function would 
include objective measurement and successive comparison of measurements, enabling 
objective measurement of progress toward goals and/or therapy effectiveness. 
 
Requires that a qualified therapist (instead of an assistant) perform the needed therapy service, 
assess the patient, measure progress, and document progress toward goals at least once least 
every 30 days during a therapy patient’s course of treatment.  
 
Requires for beneficiaries in rural areas, the qualified therapist may perform the needed therapy 
service, reassessment and measurement at any time after the 10th therapy visit but no later 
than the 13th therapy visit, and after the 16th therapy visit but no later than the 19th therapy 
visit. And, if extenuating circumstances outside the control of the therapist preclude the therapy 
service visit, reassessment and measurement at the 13th and 19th timeframes, the qualified 
therapist may perform the therapy service visit, reassessment and measurement at any time 
after the 10th therapy visit but no later than the 13th therapy visit, and after the 16th therapy visit 
but no later than the 19th therapy visit. 
 
 
CMS believes many agencies have not been in compliance with the documentation practices 
and qualified therapist oversight. Therefore, CMS has decided to delay the effective date of 
these requirements until April 1, 2011, to allow agencies that do not currently have such 
practices in place additional time to transition. 
 
CMS clarified their expectation when more than one therapy discipline is providing services to 
the patient by specifying the policy applies to each discipline separately. When more than one 
therapy discipline is being provided, the corresponding qualified therapist would perform the 
reassessment during the regularly scheduled visit associated with that discipline which was 
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scheduled to occur as near as possible to the 13th and 19th visit, but no later than the 13th and 
19th visit.   
 
CMS further clarified maintenance therapy by stating that the language in the proposed rule was 
not meant to indicate that maintenance therapy could not be provided as the sole skilled service 
and would be covered only if ancillary to another skilled qualifying service. Maintenance therapy 
has and will continue to be covered in the HH setting when the unique clinical condition of the 
patient requires the complex services which can only be provided effectively and safely by a 
qualified therapist. These clarifications do not impose new limits on the criteria for maintenance 
therapy coverage. When the criteria for maintenance therapy is met, a qualified therapist would 
be assessing the effectiveness of the therapy provided, rather than the patient’s progress. Other 
changes include the removal of definitions of rehabilitative therapy.  
 
Home Health Face to Face Encounter 
Because the face to face encounter is mandated by the Affordable Care Act and requires this 
encounter as a condition of payment, CMS has no authority to change the mandate. The 
proposed rule aimed for the encounter to occur within the 30 days preceding the start of HH 
care, but was revised in the final rule to allow the encounter to occur up to 90 days prior to the 
start of care.  For those patients who had no encounter during the 3 months prior to the start of 
care which was related to the reason the patient comes to need HH care, CMS will allow the 
encounter to occur up to 30 days after the start of care. The encounter must occur close enough 
to the HH start of care to ensure that the clinical conditions exhibited by the patient during the 
encounter are related to the primary reason for the patient’s need for HH care. 
 
The certifying physician must document that they or a specified NP has had a face-to-face 
encounter (including through the use of telehealth, subject to the requirements in section 
1834(m) of the Act) with the patient. CMS changed the proposed rule to not hold HHAs 
responsible for the certifying physician’s encounter documentation but maintains that 
documentation is a requirement for payment. A Home Health Advanced Beneficiary Notice  
must not be used to transfer liability to the beneficiary should the face-to-face encounter not 
occur. The law requires the physician to document that the face-to-face encounter occurred 
prior to certifying HH eligibility, as a condition of payment but is not required at the time of 
recertification.  CMS will educate physicians regarding this new law, and will do so via open 
door forums, listserv announcements, and MedLearn articles. 
 
Hospice Face-to-Face Encounter 
In addition to the current requirements that mandate hospices provide signed certification or 
recertification, a written attestation that a face to face encounter with the hospice patient has 
occurred is being added.  The face-to-face attestation and signature must be either a separate 
and distinct area on the recertification form, or a separate and distinct addendum to the 
recertification form, that is easily identifiable and clearly titled with the physician’s signature(s), 
date signed, and the benefit period dates be included on the certification or recertification. The 
narrative attestation is to be placed directly above physician’s signature. The date of the face-to-
face encounter does not have to match the date that the attestation was signed; however, both 
dates should be included.  
 
The proposed rule aimed to have the encounter occur 15 days prior to the start of the 180th-day 
of recertification. However given the number of hospices that commented on the barriers to 
achieve that time frame, CMS revised the time frame to be 30 calendar days prior to the 3rd 
benefit period certification, and each subsequent recertification and revised the wording from 
must visit to be a face-to-face encounter with a hospice physician or nurse practitioner. 
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Hospices which 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 
encounter will be required for recertification. When a patient is in the 3rd or later benefit period 
transfers to a new hospice, the receiving hospice must recertify the patient, but it does not have 
to have a face-to-face encounter for that current period if it can verify that the previous hospice 
provided the visit. 
 
The 180th day recertification has been defined as  the recertification which occurs at the start of 
the 3rd benefit period – that is, the benefit period following the certification for a second, 90-day 
benefit period, regardless of whether the beneficiary received a full 90 days of service in the 
second 90-day benefit period. CMS offers two ways to verify election periods, both ELGH and 
Health Insurance Query for Home Health Agencies (HIQH) give real time data. If providers are 
unsure how to use the CWF queries, they should contact their MACs. Also the Health Insurance 
Portability and Accountability Act (HIPAA) Eligibility Transaction System (HETS), specifically the 
270/271 transaction may be used, go to http://www.cms.gov/HETSHelp/.   Information on the 
HETS 270/271 transaction can be obtained by calling 1-866-534-7315. 
 
CMS addresses when a patient or family member refuses to allow the hospice physician or NP 
to make the required visit by specifying that a hospice could consider discharge for cause, as 
the refusal would impede the hospice’s ability to provide care to the patient. However, the 
hospice would need to follow the procedures for discharge for cause under COP §418.26. Also, 
The hospice physician or nurse practitioner is not required to go to the patient for the face-to-
face encounter, and the patient is allowed to travel to the hospice physician or nurse practitioner 
when medically appropriate. 
 
Billing the Encounter: 
CMS contends that the face-to-face requirement is part of the recertification, and as such is an 
administrative activity included in the hospice per diem payment rate.  Further, CMS states that 
the billing regulations for hospice do not allow for physician reimbursement for administrative 
activities of physicians and the certification or recertification of terminal illness is not a clinical 
document, but instead is a document supporting eligibility for the benefit.  Hospices may not bill 
patients for face-to-face encounters or for any medically necessary physician services provided 
during the encounter, as these are hospice services. If there is a billable portion attributable to 
the visit, hospices must maintain medical documentation that is clear and precise to 
substantiate the reason for the services that went beyond the face-to-face encounter, and which 
apply to the billed services. CMS has grounds to demand and recoup payments for claims that 
were paid based on an invalid recertification due to not satisfying the face-to-face requirement. 
 
If a hospice patient travelling to the hospice physician or NP required ambulance transportation 
because of his or her medical condition, the ambulance transportation would be included in the 
hospice per diem; it could not be billed to patient. 
 
CMS does not plan at this time to track these required visits with a special CPT code, or to 
create any additional HCPCS codes related to these visits. 
 
Who can provide the Encounter: 
The Affordable Care Act limits the disciplines of those who can provide a hospice face-to-face 
encounter to a hospice physician or NP. The Act explicitly prohibits NPs from certifying or 
recertifying hospice patients, and limits this function to physicians only Hospices can employ 
NPs on a full-time, part-time, or per diem basis if needed to have face-to-face encounters. As 
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long as the NP is receiving a W-2 form from the hospice, or is volunteering for the hospice, the 
NP is considered to be employed by the hospice. A “hospice physician”, a physician must be 
either employed by or working under arrangement with a hospice (i.e., contracted). Hospice 
employees are defined as someone who is receiving a W-2 form from the hospice or who is a 
volunteer. The hospice physician who has the face-to face encounter must be the same 
physician who is composing the narrative and signing the certification. 
 
Medical residents or fellows who are rotating through a hospice may provide the required face-
to-face encounter if they are employed by the hospice or are working under contract with the 
hospice, and if they will be composing the narrative and signing the recertification. 
 
CMS would allow a hospice to arrange with another hospice to use its physicians to have the 
required face-to-face encounter. 
 
Hospice physicians and NPs can be fulltime, part-time, or work on a per diem. 
 
CMS defines a “hospice physician” as a physician employed by the hospice or working under 
arrangement with, or under contract with, the hospice. A hospice NP would be a NP employed 
by the hospice. 
 
If a physician is the clinician who has the face-to-face encounter, then the same physician 
should compose the narrative and sign the recertification. 
 
Hospice Payment Reform 
The Affordable Care Act requires that CMS conduct a concurrent care demonstration project 
where hospice services will be provided without the beneficiary having to forgo curative 
care. The results of this 3-year demonstration project will help inform future decisions about any 
changes to the hospice benefit 
 
Telehealth 

Section 1895(e) of the ACA states that telehealth services cannot substitute for in-person HH 
services ordered as part of a plan of care. Similarly, The Act does not include hospices as an 
originating site for telehealth. Therefore, hospice patients would have to go to an originating site 
for the face-to-face encounter. 
 
Non Routine Medical Supplies 

CMS will defer the application of the 3.79 percent case-mix reduction to the NRS payment 
amounts for CY 2011, pending the results of an independent review of our case-mix and NRS 
models. The NRS conversion factor will be updated in CY 2011 by the market basket update of 
1.1 percent and will also be adjusted for outlier payments in accordance with section 3131(b) of 
the ACA. For CY 2011, the NRS conversion factor is $52.54. 
 
Hypertension 

CMS proposed to remove hypertension codes 401.1 and 401.9 from the case-mix model but is 
deferring removal of the codes. If CMS were to remove these codes from CMS case-mix system 
they would recalibrate case-mix oversights to ensure that the removal of the codes would result 
in the same projected aggregate expenditures. CMS plans to target providers for review who 
have substantive growth in the reporting of these codes, or higher than expected instances of 
reporting them. 
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New G Codes 
CMS will adopt a G-code for services for the management and evaluation of the plan of care as 
a separate G-code from the services for the observation and assessment of a patient’s condition 
while a patient’s treatment is stabilized.  
 
HHCAHPS 
CMS is moving forward with its plans for HHCAHPS linkage to the pay for reporting 
requirements affecting the HH PPS rate update for CY 2012. CMS is maintaining for the CY 
2012 the existing requirements for Medicare-certified agencies to contract with an approved 
HHCAHPS survey vendor and has codified the requirements for being an approved HHCAHPS 
survey vendor for the CY 2013.   
 
The Home Health Care CAHPS data will be incorporated into the Home Health Compare 
website to complement the clinical measures. CMS anticipate that the first reporting of 
HHCAHPS data will be in spring/summer 2011. The first reporting of HHCAHPS data will 
include data that were collected in the voluntary period of HHCAHPS data collection (October 
2009 through September 2010. Dry run data should be submitted to the Home Health CAHPS 
Data Center by January 21, 2011. The dry run data will not be publicly reported on the CMS 
Home Health Compare website. The mandatory period of data collection for the CY 2012  
includes the dry run data in the third quarter 2010, data from the fourth quarter 2010 (October, 
November and December 2010), and data from the first quarter 2011 (January, February and 
March 2011). 
 
If a HHA has fewer than 60 eligible unique HHCAHPS patients annually, then they must submit 
to CMS their total patient counts in order to be exempt from the HHCAHPS reporting 
requirement. CMS will be extending the deadline for agencies to apply for HHCAHPS survey 
exemption for the CY 2012 to January 21, 2011. 
 
For CY 2012, CMS maintains their policy that all HHAs, unless covered by specific exclusions, 
meet the quality reporting requirements or be subject to a 2 percentage point reduction in the 
HH market basket percentage increase in accordance with ACA. A reconsiderations and 
appeals process is being developed for HHAs that fail to meet the HHCAHPS data collection 
requirements September through October 2011, CMS will compile a list of HHAs that are not 
compliant with OASIS-C and/or HHCAHPS for the 2012 APU requirements. These HHAs would 
receive explicit instructions about how to prepare a request for reconsideration of the CMS 
decision, and these HHAs would have 30 days to file their requests for reconsiderations to 
CMS. 
 
By December 31, 2011, CMS will provide final determination for the quality data requirements 
for CY 2012 payment rates. HHAs have a right to appeal to the Prospective Reimbursement 
Review Board (PRRB) if they are not satisfied with the CMS determination. 
 
For the CY 2013, CMS will begin to require that four quarters of data for HHCAHPS be collected 
and reported.  HHAs are strongly encouraged to report their respective HHCAHPS costs on 
their cost reports but should note that these costs are not reimbursable under the HH PPS. 
 
Wage Index 
The Affordable Care Act requires the rebasing of HH payments beginning in 2014. Factors that 
will be analyzed and considered include changes in the number of visits in an episode, the mix 
of services in an episode, the level of intensity of services in an episode, the average cost of 
providing care per episode, and other factors that the Secretary considers to be relevant. 
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CMS continues to believe that the use of the pre-floor, pre-reclassified hospital wage index data 
results in the appropriate adjustment to the labor portion of the costs as required by statute and 
will continue to review and consider MedPAC’s recommendations on a refined alternative wage 
index methodology for the HH PPS in the future.  
 

Capitalization 
HHA must maintain capitalization during the 3 month period following its receipt of Medicare 
billing privileges.  
 
36 Month Rule 
Any change in majority ownership (includes for-profits and non-profits HHAs) within 36 months 
after the effective date of the HHA’s enrollment in Medicare (including asset sales, stock 
transfers, mergers or consolidations) would require the entity to enroll as a new HHA and 
undergo a State survey or obtain accreditation. “Change in majority ownership” means when an 
individual or organization acquires more than a 50 percent interest in an HHA during the 36 
months following its initial enrollment into the Medicare program or a change of ownership 
(including asset sales, stock transfers, mergers, or consolidations). CMS will comply with court 
orders, but does not believe that a bankruptcy exception to the 36-month rule is necessary. 
CMS emphasized that it is not the submission of a CMS-855A ownership change application 
that triggers the rule, but the ownership change itself. Indirect ownership changes are not 
subject to the 36-month rule. CMS added the term “direct” to clarify that the definition of majority 
ownership only applies to changes in direct ownership of the HHA and changed the verbiage 
“following the initial enrollment into the Medicare program or a change of ownership” to 
“following the HHA’s initial enrollment into the Medicare program or the 36 months following the 
HHA’s most recent change in majority ownership,” to more clearly articulate the definition’s 
applicability. 
 
Exceptions to 36 Month Rule: 
 
A publicly-traded company that is acquiring another HHA, and both entities submitted cost 
reports to Medicare for the previous 5 years. 
 
HHA parent company that is undergoing an internal corporate restructuring, such as a merger or 
consolidation, and the HHA submitted a cost report to Medicare for the previous 5 years 
 
Situations where the owners of an existing HHA are changing its existing business structure 
(for example, partnership to a limited liability company; sole proprietorship to subchapter S 
corporation), but the individual owners remain the same and there is no change in majority 
ownership. 
 
Allows an exemption when there is a death of an owner.  
 
HHA must submit two or more consecutive full costs reports before it can qualify for an 
exception. 
 
OASIS 
The ACA mandated that “for 2007 and each subsequent year, in the case of a HHA that does 
not submit data to the HH market basket percentage increase for such year shall be reduced by 
2 percentage points. The Act further requires that “[t]he Secretary shall establish procedures for 
making data submitted under sub clause (II) available to the public. Such procedures shall 
ensure that a HHA has the opportunity to review the data that is to be made public with respect 
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to the agency prior to such data being made public.” CMS will continue to use the subset of 
OASIS data that is utilized for quality measure development and publicly reported on Home 
Health Compare as the appropriate measure of HH quality. 
 
CMS has changed the set of OASIS outcome measures that will be publicly reported beginning 
in July 2011 to include: Increase in number of pressure ulcers. CMS is deleting: Discharge to 
community; Improvement in Urinary Incontinence; and Emergent Care for Wound Infections, 
and Deteriorating Wound Status. CMS has replaced improvement in transferring to 
Improvement in bed transferring and replaced emergent care to be Emergency Department Use 
without Hospitalization. 
 
Value Based Purchasing Plan 
The Affordable Care Act requires that CMS submit a Report to Congress outlining a Value 
Based Purchasing Plan for HHAs by October, 1, 2011. CMS is in the process of developing the 
Home Health Value Based Purchasing report and decisions have not yet been made about this 
issue.  
 

Access to Care 

CMS identified counties that might not be served by at least one HHA with a positive margin as 
a result of the finalized policies of this rule. Their analysis demonstrated that occurrence of such 
counties is very infrequent; thus, CMS does not believe that access to care is an issue CMS 
studied the number of counties that would not be served by at least one HHA with a positive 
margin. CMS believes that the reimbursement rate reductions set forth in the final rule can be 
absorbed by the majority of HHAs, and that access to care will not be compromised. Section 
3131(d) of ACA mandates that the Secretary conduct a study to evaluate costs related to 
providing care to low-income beneficiaries, beneficiaries in medically underserved areas, and 
beneficiaries with varying levels of severity of illness. The study must be focused on ensuring 
access to care for patients with characteristics associated with especially high costs. CMS is 
preparing to launch the mandated study in FY 2011 and intends to request that the Office of the 
Inspector General resume investigations of the access impacts of payment reductions.  
 
PPS changes  
ACA requires CMS to conduct a study on costs involved with providing HH services for patients 
with high severity of illness, including analysis of potential revisions to outlier payments to better 
reflect costs of treating Medicare beneficiaries and analyze other HH PPS issues determined by 
the Secretary. CMS intends to assess a variety of HH PPS issues, including current HH PPS 
therapy threshold reimbursement. 
 
Future Plans to Group HH PPS Claims Centrally During Claims Processing 
CMS is analyzing options to streamline the process which assigns HIPPS codes to the HH PPS 
bills during claims processing. CMS states that if it is successful in implementing this option, 
OASIS assessment data collection tools would no longer invoke HH PPS grouper software to 
assign HIPPS codes to the OASIS assessments and HHAs would no longer be required to 
include HIPPS codes on HH PPS bills. CMS is in the early stages of assessing the 
feasibility of such changes and plans to continue to make the HHRG software updates 
available. 
 


