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FYI: 
The Least You Need to Know:  
The OIG released a report with the results of an audit of 2016 hospice 
claims. The audit sought to determine the extent to which Medicare 
Part D paid for medications for hospice patients that the hospice should 
have paid for. This was a follow up to a 2012 report that found that Part 
D and patients were paying for drugs that the hospice was responsible 
for. As the title of the report makes clear, Part D is still paying millions. 
The OIG, which aims to fight waste in Medicare and Medicaid, views this 
as CMS paying twice for the drugs—once by the hospice as part of their 
daily rate, and then again when Part D is billed. The OIG makes strong 
recommendations for CMS to do more to address this issue. 
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OIG Reports, 
Summer 2019
This is the third OIG report released 
this summer calling attention to 
problems in hospice.

See FYI 19.11: Hospice Deficiencies 
Pose Risks to Medicare Beneficiaries  

FYI 19.12: Safeguards Must be 
Strengthened to Protect Medicare 
Beneficiaries from Harm 

The Report
The gross cost of Part D drugs received by hospice patients 
during fiscal year 2017 was $474.2 million, $380.5 of which was 
paid by Medicare. 

Hospice patients and families paid $68.6 million during this period. Not only 
that, but Medicare payments for Part D drugs for hospice beneficiaries increased 
from 2011 to 2016, despite the OIG’s June 2012 report recommending CMS 
oversight of this issue. 

The OIG selected a sample of 200 Prescription Drug Event (PDE) records of 
patients that were receiving hospice care. They contacted the hospices to 
determine whether or not the hospice should have paid for the drugs. The total 
Part D cost of this sample was $397,121.

The OIG found that indeed, Part D had paid for drugs that were the hospice’s 
responsibility. The hospices themselves disclosed that they should have paid on 
86 out of the 200 PDEs. For 108 of the PDEs in the sample, the hospices asserted 
that they should not have paid for the drugs—but based on CMS guidance and 
communication, the OIG states that they should have paid, citing:

“Hospices are required by section 1861(dd)(1) ( E ) of the Act to 
furnish all drugs and supplies related to the terminal illness and 
related conditions. Hospice may not expect patients to obtain 
drugs related to the terminal illness and related conditions 
through the Medicare Part D benefit.”

Part D & PDE
Medicare Part D is voluntary 
coverage for outpatient 
prescription drugs for Medicare 
beneficiaries. The coverage is 
offered by prescription plan sponsors 
that contract with CMS. There are 
copays with Part D coverage. When 
patients fill a prescription under Part 
D, the sponsor submits “Prescription 
Drug Event” data to CMS. 

Extrapolating from the survey 
sample, the OIG estimates that 
in 2016 Part D paid $160.8 
million for drugs that hospices 
should have paid for. 
 
The drugs were in three categories:
1. Common end-of-life drugs
2. Chemotherapy and
3. Everything else! 

https://acevedoconsulting.egnyte.com/dl/xBaLa2vDI9/
https://acevedoconsulting.egnyte.com/dl/xmYoPXy6d1/


OIG Position
The OIG’s position is clear, and is consistent with 
communications from CMS on this matter:

• CMS must do more to avoid paying twice for the same drugs.

• The cost of providing drugs to hospice patient is covered by the 
per diem rate, and should not be paid for by Part D.

• Hospice should provide virtually all care, including drugs.

• Virtually all includes preexisting conditions, comorbidities, 
controlled and chronic conditions.

• All body systems are inter-related; all conditions, active or not 
have the potential to affect the individual.

• Terminal prognosis often involves the combined effect of several 
conditions.

• Part D payments for drugs for hospice patients should be rare.

Both CMS and the OIG recognize that hospice patients and 
families may be responsible for the cost of some drugs, for 
example:

• If the patient wants a drug that is not effective or causes 
negative symptoms

• If the drug is not on the hospice formulary and the patient 
refuses to try a formulary equivalent
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Top 6 Reasons 

Hospice let Part D  
Pay for the Drugs 
 
1. The hospice didn’t know another 
physician prescribed the medication and 
that an outside pharmacy filled it.

2. The hospice didn’t know a nursing 
home ordered the medication and that 
an outside pharmacy filled it.

3. The hospice coded the drug unrelated 
when it was actually related.

4. The drug was dispensed right before 
admission to hospice, too soon for Part D 
to know it was a hospice patient.

5. The pharmacy billed Part D in error.

6. The hospice thought a third party was 
paying or they would have covered it.

This reinforces CMS’s concern about 

communication and collaboration among 

providers, and is a violation of the Conditions  

of Participation.
CMS Disagrees
When the OIG made recommendations for 
oversight of Part D payment for drugs, CMS did 
not concur, on the basis that more evidence was 
needed to quantify and verify the issue, and also 
that replicating the OIGs methodology would be 
too expensive.

In 2018, the OIG again recommended that CMS develop a 
strategy to avoid Part D payment for hospice drugs. Once 
again, CMS did not concur, on the basis of its having directed 
select pharmaceutical sponsors to conduct audits. 

Part of CMS’s position is that Part D payment for drugs for 
hospice patients should be so rare, that further controls are not 
a critical need. This perspective is not supported by the drug 
expenses incurred by Part D in 2016.

CMS’s response to this report is that 
their current efforts will address the 
issue, including:

• Ensuring hospices are educating patients 
on covered services and items

• Encouraging coordination between 
Part D sponsors and hospices, including 
preauthorization



Actions of a Prudent Hospice™ 

ONE. Review your hospices process for determining related and 
unrelated items and services. Does it meet the virtually all threshold that 
CMS has been communicating in recent years?

TWO. Talk to your interdisciplinary teams to find out the extent 
and process of coordinating care with other providers; this includes 
specialists, attending physicians, seemingly unrelated providers like 
podiatrists or chiropractors, and emergency departments.

THREE. Meet with the leadership of contract nursing homes to analyze 
the process of billing the appropriate party for hospice patient’s 
medication. This is an error-prone area for coordination of care.

FOUR. Require every staff member to ask at every visit: “Have you seen 
any new doctors lately?” and “Are you planning to see any new doctors 
soon?”. Emphasize the importance of including the hospice first so that 
changes can be approved and care coordinated.

Links to Other Material:

FYI 19.11: Hospice Deficiencies Pose Risks 
to Medicare Beneficiaries  

FYI 19.12: Safeguards Must be 
Strengthened to Protect Medicare 
Beneficiaries from Harm 
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Early Experiment 
in Coordination
On May 1 2014, it became a CMS 

requirement that hospices submit prior 

authorization requests to the Part D 

sponsor for unrelated medications.

 This resulted in barriers to access to drugs 

and profound operational difficulties and 

inefficiencies. Thankfully, the requirement 

was shut down by July of 2014.  The concept 

of coordination continues on however, as 

evidenced by the new election addendum 

requirement, effective October 1, 2020. 

This will require hospices to produce, on 

demand, a report to patients and families, 

regarding what is covered and not covered  

by the hospice, and why.

See FYI 19.8: The Election Statement and 

“Virtually All” 

https://acevedoconsulting.egnyte.com/dl/xBaLa2vDI9/
https://acevedoconsulting.egnyte.com/dl/xmYoPXy6d1/
https://acevedoconsulting.egnyte.com/dl/vGbFC82AzF/

