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On July 31, 2020, the Centers for Medicare & Medicaid 

Services (CMS) released finalized Medicare payment 

rules for three types of providers: skilled nursing 

facilities (SNFs), hospices, and inpatient psychiatric 

facilities (IPFs).1 While these prospective payment 

system (PPS) updates for Fiscal Year (FY) 2021, which 

go into effect on October 1, 2020, aim to better align 

payments among these three providers, CMS largely 

limited their rulemaking, in recognition of the 

“significant impact of the COVID-19 public health 

emergency, and limited capacity of health care providers 

to review and provide comment on extensive proposals.”2 

While this Health Capital Topics article will discuss each 

finalized payment rule separately, one change that is 

pervasive across all three updates is CMS’s adoption of 

the revised statistical area delineations by the Office of 

Management and Budget (OMB). These statistical area 

delineations are used by these payment systems in 

calculating their respective wage indexes, based on 

whether a provider is in an urban or rural area.3 CMS will 

adopt the most recent OMB delineations in FY 2021 to 

better define these areas and facilitate more accurate 

measurements.4 To guard against any large decreases in 

reimbursement as a result of a reclassification, CMS has 

implemented a cap of 5% on any provider wage index 

decreases (as a result of the updated delineations) under 

these payment systems for FY 2021.5 

SNF PPS Final Rule for 2021 

The changes to the SNF PPS include a 2.2% increase in 

payment rates (based on a 2.2% market basket increase 

and no productivity adjustment), with total projected 

payments for FY 2021 totaling $750 million.6 This 

adjustment works out to per diem federal rates as follows: 

Final FY 2021 SNF PPS Unadjusted Federal Rates 

Per Diem7 

Rate Component Urban Rural 

Physical Therapy $62.04 $70.72 

Occupational Therapy $57.75 $64.95 

Speech-Language Pathology $23.16 $29.18 

Nursing $108.16 $103.34 

Non-Therapy Ancillaries $81.60 $77.96 

Non-Case Mix Adjusted $96.85 $98.64 

The 2.2% overall payment rate increase is less than both 

the FY 2020 increase of 2.4% and the FY 2021 proposed 

rule’s anticipated increase of 2.7%.8  

CMS also finalized several changes and additions to the 

International Classification of Diseases, 10th Revision 

(ICD-10), which will affect the SNF Patient Driven 

Payment Model (PDPM).9 The PDPM is a new case-mix 

classification system established in FY 2019, which 

utilizes ICD-10 codes in several ways, including 

assigning patients to clinical categories and adding in 

clinical categories for major procedures during prior 

inpatient stays that could impact the patient’s plan of 

care.10 Code changes made for FY 2021 include: 

(1) Codes created within surgical default clinical 

categories where no surgery was performed; 

and, 

(2) Codes added to existing ICD-10 categories to 

account for subsequent care.11 

Lastly, minor changes to the SNF Value-Based 

Purchasing (VBP) program were finalized, but most 

policies and procedures remained consistent with FY 

2020.12 

Separately, CMS added provisions to help those SNF 

providers that are offering telehealth visit options for 

their patients. While CMS has not waived billing 

requirements during the COVID-19 pandemic, it has 

added new codes so that more telehealth services to 

Medicare beneficiaries can be reimbursed.13 The newest 

code additions, which include telephone evaluation and 

physician management services, represent an ongoing 

expansion of telehealth codes by CMS to aid providers 

during (and possibly beyond) the pandemic.14 

Hospice Payment System Final Rule for 2021 

Similar to SNFs, hospice payment rates will increase 

2.4% in FY 2021 (based on a 2.4% market basket 

increase and no productivity adjustment) – for a total of 

$540 million.15 The hospice cap amount, which limits the 

total amount of payments made to a hospice in an annual 

period, will also increase 2.4% in FY 2021, to 

$30,683.93.16 These payment increases are lower than the 

FY 2020 increase of 2.6%;17 further, hospices who do not 

meet quality guidelines will only receive a 0.4% 

increase.18 The final rates for hospices with satisfactory 

quality data are set forth below: 
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Final FY 2021 Hospice Medicare Reimbursement 

Rates19 

Service 

Daily 

Reimbursement 

Rate 

Routine Home Care (≤ 60 Days) $199.25 

Routine Home Care (> 60 Days) $157.49 

Continuous Home Care 
$1,432.41 

($59.68/hour) 

Respite Care $461.09 

General Inpatient Care $1,045.66 

IPF PPS Final Rule for 2021 

CMS adjusted IPF PPS payments for FY 2021 by 2.2% 

(based on a 2.2% market basket increase and no 

productivity adjustment),20 for a total increase of $95 

million.21 This increase is less than FY 2019’s 2.9% 

adjustment.22 The federal per diem base rate for IPF was 

increased to $815.22 for those who report quality data 

and to $799.27 for those who do not.23 In addition, the 

IPF PPS final rule made the following changes: 

(1) Payments changed for certain types of 

therapies;24 

(2) Labor-related share increased 0.4% for FY 

202125 compared to 2.1% in FY 2020;26 

(3) Wage index budget neutrality factor set to 

0.9989 in 2021,27 lower than the 1.0026 factor 

in FY 2020;28 and 

(4) Fixed dollar loss threshold decreased by $330,29 

compared to an increase of over $2,000 in FY 

2020.30 
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