Starting a Medicare Certified Home Health Agency
In a nutshell, this is how we work with our clients wanting to start a Medicare facility from scratch (if it is indeed possible in the state):

First, the legal structure of the entity must be established.  I am not a lawyer and I always recommend that my clients see a lawyer who is experienced in health care.  (I have some really good friends who are tax lawyers but they understand healthcare the way I understand accounting.) I do not think that it is a good idea to have one entity own multiple provider numbers because of liability issues but again, go through you lawyer. Setting up an entity takes no time and can be accomplished in a day or two at the secretary of state's office.  A tax id number can be obtained online but the official CP585 from the IRS will be required for the submission of the Medicare packet (855).

Next, I generally concentrate on the state licensure application because they are the ones who will be doing the initial licensing survey.  In my office, usually the 855 is being completed simultaneously but it doesn't have to be.  In order to submit the license to the state the following must be in place:

· Certain policies as directed by the state

· a lease that shows fair market value for the space used (or a deed if the property is owned - again I don't recommend that)

· CLIA information

· Contracts with Medical Directors

· Qualifications of DON, Administrator

· Criminal history background checks in many states

· letter of credit or bank statement with cash on hand to meet requirements

· Insurance

· And I am sure a couple of other things that escape my mind right now.

· A complete disclosure of ownership

· Articles of organization from the secretary of state's office.

· IRS CP585

After the state licensure application is completed, the 855 gets my attention.  In many instances, it is a duplication of what the state required but in some ways it is more complete.  Every person who has a five percent or greater interest in the entity in addition to the administrative staff must have no criminal history or history of CMS sanctions or overpayments.  And yes, you would be surprised what I have found out about some people.  I know who had a hunting violation (federal offense), who didn't pay child support and who had a prior health care license revoked.  This is why you never let your name be included on one of these applications unless you are confident you know how to disassociate yourself with an organization when you leave.

The same supporting documentation must be included with the CMS application as was included in the state application with few exceptions.  A list is included in the application.  If there are local requirements for business licenses these must be included.  If the agency is owned by an entity registered in another state, the local secretary of state must issue a foreign certificate.  

The things that always get me are first of all dates.  There is ONE date and one date only that operations will begin.  This date must be consistent throughout the documents.  When there is a discrepancy, you will find out about it and these dates are difficult to change depending on where the error is.  Leases always give me fits.  Names must ALWAYS match.  A building cannot be leased to Haydel Consulting if the name of my company is Haydel Consulting Services LLC even though everyone involved knows what's what.

But lets say that everything is perfect.  No issues whatsoever.  You have submitted a clean application and everything looks great.  Lets also say that fruit flavored rain is in the forecast but I doubt it.

Now you get ready for your state survey.  You must have everything in place - all policies, procedures, paperwork, etc.  It has been so long since I have done a home health upstart that I cannot remember if patients are involved in the initial survey.  We have a moratorium on home health agencies here and focus mainly on buying.  In other kinds of providers, we will arrange to have a patient admitted during survey.

And of course since you have had so much time to get ready for your survey, you find yourself licensed.  This is a good thing but wait.........  you still are not certified.  And CMS is NOT going to do any certification surveys in the near future.  So what you have to do is go through an accrediting body and what they will want to see is history - usually three or four months.  But that doesn't mean that they will get out to see you any time soon.  So hopefully you already submitted your application (if you talked them into accepting it without licensure) and you are now a licensed unpaid agency who needs to care for patients until certification.  Don't be surprised if the Accrediting Organization doesn't get to you for about six months.

Now here is another fun thing.  The state really doesn't care if you are paid or not.  That's just life.  But they do care if you meet licensing standards.  So even though you have no money coming in and you are awaiting your deemed status certification survey, you must be fully functional.  That means your DON is full time and not working elsewhere.  If the patients require an aide, you will hire and aide.  Therapy must be provided.  Competency and orientation must be done even if they are only seeing one or two patients.  You must keep your doors open and hire an answering service.  All of those payroll taxes and stuff still have to get paid.  But you won't get paid.  Oh, the joys of being a licensed only agency.

Finally, the big day comes and you are surveyed by CHAP, JCAHO or someone else.  And with all the time on your hands, you fly through survey with glowing recommendations.  Truly a day to celebrate but don't spend too much money on champagne because you don't have it yet.  But the really big difference is that from the day of the exit, you are now certified.  All your Medicare patients are to be readmitted to establish a new SOC and from this point forward all services are billable if they meet Medicare requirements.

But now your information sits on someone's desk at your CMS regional office.  I have had applications sit there for four months; some as little as two weeks.  It just depends on the mood of the office or the cycle of the moon.  Who knows?  Meanwhile, you are still seeing patients with no cash and your vendors and landlords are sick and tired of hearing that you will be able to bill any day now.

Finally, someone at CMS reads your application one last time and rubber stamps it and sends it back to PGBA or CAHABA or some other FI.  They send you billing information (which you already looked up online and have completed online.  Hopefully within a couple of weeks, you should be able to start billing.

Simultaneously, when you get your 'tie-in' notice from Medicare you can now submit your Medicaid application.  The Medicaid applications in most states are predicated on Medicare approval and depending on the state may or may not be able to be retro'd back to certification.

So it is easy to see where 50K is hardly sufficient to keep an agency running.  And remember, I am doing this off the top of my head.  I likely forgot a step or two.  Furthermore, the above process is what it looks like when everything goes smoothly.  And no matter how good your consultant or attorney is, once the applications leave the office they are in the hands of people who may or may not be proficient at their jobs.  
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