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CMS Releases FY 2018 SNF-PPS Proposed Rule and Revisions 
to the SNF Case-Mix Methodology “Pre-Rule”

The Centers for Medicare & Medicaid Services 
(CMS) on April 27 issued a draft rule (CMS 
1679-P) for Fiscal Year (FY) 2018 Medicare 
payment rates and quality programs for 
skilled nursing facilities (SNFs), which 
includes a net market basket increase of 1 
percent, or $390 million more in combined 
payments than were made in 2017. 

In addition to the proposed payment rule, 
earlier this week, CMS also released an 
Advanced Notice of Proposed Rulemaking 
(ANPRM) (CMS-1686-ANPRM), or a so-called 
“pre-rule,” in order to gather comment on 
possible revisions to the SNF payment 
system, based on research conducted under 
the SNF Payment Models Research project. 
This pre-rule process may or may not result in 
future agency action to revamp the way 
skilled nursing care operators are reimbursed.

Click below to access the SNF-PPS FY2018 
Proposed Rule:

•  Medicare Program: Prospective Payment 
    System & Consolidated Billing for Skilled 
   Nursing Facilities (SNF PPS) for FY 2018, 
      SNF Value-Based Purchasing Program, etc. 
     Proposed Rule.

Changes to Payment Rates under the 
SNF Prospective Payment System 
(PPS)  

CMS projects aggregate payments to SNFs 
will increase in FY 2018 by $390 million, or 1.0 
percent, from payments in FY 2017. This 
estimated increase is attributable to a 1.0 
percent market basket increase required by 
section 411(a) of the Medicare Access and 
CHIP Reauthorization Act of 2015 (MACRA).

May 2, 2017

SNF PPS Proposed Rule Highlights 

May 2, 2017

http://s3.amazonaws.com/public-inspection.federalregister.gov/2017-08521.pdf
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SNF Quality Reporting Program 
(QRP) 

Background: Under the SNF QRP, SNFs that 
fail to submit the required quality data to CMS 
will be subject to a 2 percentage point reduction 
to the otherwise applicable annual market 
basket percentage update with respect to 
that fiscal year.

Proposed Changes:

•    CMS is proposing to replace the current 
     pressure ulcer measure with an updated 
     version of that measure and to adopt four 
    new measures that address functional 
    status for FY 2020: Change in Self-Care 
      Score; Change in Mobility Score; Discharge 
      Self-Care Score; Discharge Mobility Score.

•   CMS is also proposing to begin publicly 
     reporting six new measures for display by 
     fall 2018.

•   Beginning with the FY 2019 SNF QRP, SNFs
     must also report standardized patient 
     assessment data. 

     o    CMS proposes to satisfy this requirement 
           for the FY 2019 SNF QRP using the data 
         submitted on the existing pressure 
          ulcer measure. 

     o   For the FY 2020 program year, CMS is 
        proposing that SNFs begin reporting 
        standardized patient assessment data 
           with respect to five specified patient 
           assessment categories required by law 
            that include: functional status; cognitive 
           function; special services, treatments 
           and interventions; medical conditions 
           and co-morbidities; and impairments.

SNF Value-Based Purchasing Program
 
Background: The SNF VBP Program has 
adopted scoring and operational policies for 
its first year (FY 2019) and has specified measures 
and program features as required by statute. 
The FY 2018 SNF PPS proposed rule includes 
additional program proposals, including a 
payment exchange function approach to 
implement value-based incentive payment 
adjustments beginning October 1, 2018. 
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Scoring & Operational Updates:  

The SNF VBP Program’s scoring and operational 
policies for its first year (FY 2019) include:

•  The program is limited to one readmission 
    measure for each year.

• The program requires the secretary to 
    reduce the total amount of Medicare payments 
     to SNFs in a fiscal year by 2 percent reduction 
    to fund the value-based incentive payments 
    for that fiscal year.

•   The total amount of value-based incentive 
   payments that can be made to SNFs in a 
   fiscal year is statutorily limited to between 
  50 percent and 70 percent of the total 
   amount of the reduction to SNF Medicare 
     payments for that fiscal year.

•   The program must pay SNFs ranked in the 
    lowest 40 percent less than the amount 
     they would otherwise be paid in the absence 
    of the SNF VBP.

•  Both public and confidential facility performance    
    reporting will be conducted.

•   In addition to the proposed logistical exchange 
    function, SNF VBP Program proposed policies 
   in the FY 2018 proposed rule include 
   performance and baseline periods for the
   FY 2020 Program year, updated values for 
   performance standards for FY 2020, additional 
   details for the Review and Correction process 
  for SNFs’ performance information to be 
  made public on Nursing Home Compare, and 
  revising the previously-adopted rounding 
   policy for SNF performance scores. Public 
  comments on these proposals will be 
   accepted through June 26, 2017.
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Survey Team Composition

•  CMS proposes to make technical changes 
   to 42 C.F.R. §488 to reflect statutory requirements 
    found in Sections 1819 and 1919 of the Social 
    Security Act; to clarify the regulatory 
   requirements for team composition for surveys 
    conducted for investigating a complaint and 
   to align regulatory provisions for investigation 
    of complaints with the statutory requirements 
    found in sections 1819 and 1919 of the act.

•  The lack of clarity as to which regulatory 
    provision, that is, §488.314 or §488.332, 
    applies to the survey team composition 
   related to the investigation of complaints 
    has been the cause of recent administrative 
    litigation.
  
•  CMS thus believe that regulatory changes are  
    needed to clarify that only surveys conducted 
    under sections 1819(g)(2) and 1919(g)(2) of 
   the act are subject to the requirement at 
    §488.314 that a survey team consist of an 
   interdisciplinary team that must include a 
    registered nurse.  

•  Complaint surveys and surveys related to 
     on-site monitoring, including revisit surveys, 
    are subject to the requirements of sections 
    1819(g)(4) and 1919(g)(4) of the act and 
   §488.332, which allow the state survey 
    agency to use a specialized investigative 
   team that may include appropriate health 
   care professionals but need not include a 
    registered nurse.

•    Clarifies the regulatory requirements for  
    team composition for surveys conducted 
      investigating a complaint.  

SNF Revisions to the Case-Mix 
Methodology Highlights

The Advance Notice of Proposed Rulemaking  
“pre-rule” was placed on the O�ce of Management 
and Budget (OMB) website on Monday, April 
24, 2017.

•   CMS is proposing to replace the current 
      RUG case-mix system with a new one 
      based on their payment research called, 
      Resident Classification System. 

https://s3.amazonaws.com/public-inspection.federalregister.gov/2017-08519.pdf
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•    CMS intends to propose these case-mix 
      refinements in next year’s SNF PPS Proposed 
      Rule (for FY2019). 

•   CMS is using this Advance Notice of Proposed 
     Rulemaking to solicit comments on potential 
      revisions. 

•   The document shows that the proposal is 
     somewhat similar to the payment research 
      that has been released thus far by CMS. 

•   CMS asks for comments on the possibility 
      of replacing the SNF PPS’ existing case-mix
     classification model, the Resource Utilization
     Groups, Version 4 (RUG-IV), with a new 
   model, the Resident Classification System,
     Version I (RCS-I).

•    CMS also discusses options for how such a 
     change could be implemented, as well as a 
   number of other policy changes we may 
     consider to complement implementation of 
     RCS-I.

•    CMS includes a discussion of individual 
    versus group and concurrent therapy and 
    wants to place limits on the percent of time 
     patients can be in group or concurrent therapy. 
     We will be reviewing the rule in more detail.  

Industry Feedback

In response to the CMS proposed rule and 
pre-rule, Mark Parkinson, President and Chief 
Executive O�cer of the American Health Care 
Association/National Center for Assisted 
Living, said he believes CMS has taken a “more 
appropriate course of action by placing their 
still unclear payment reform proposal in a separate 
rulemaking vehicle rather than including the 
concept in our annual notice as a formal policy 
proposal.”

TMC will continue a more in-depth 
review of these rules and provide updates 
as available. 

     Please contact us if you have any questions.

Leslie Welch, RAC-CT/COTA

Vice President of Reimbursement

and Regulatory Compliance
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