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Medicare Skilled Nursing Facility Prospective Payment System Fiscal Year 2012 

 
Final Rule 

HIGHLIGHTS 
 
Introduction 
 
On July 29, 2011, the Centers for Medicare and Medicaid Services (CMS) released the final rule 
for the Skilled Nursing Facility Prospective Payment System (SNF PPS) for fiscal year (FY) 
2012. The rule reduces payments to skilled nursing facilities for FY 2012 by $3.87 billion which 
is 11.1 percent lower than payments received in FY 2011. This reduction is due to a recalibration 
of the case-mix indexes to account for increases in payment levels that were not anticipated by 
CMS after the revision of policies regarding RUG-IV.  
 
In addition, the SNF PPS final rule finalizes CMS proposals regarding: 

 
• allocation and definition of group therapy minutes  
• implementation of the Change of Therapy (COT) OMRAs  
• clarification of End of Therapy (EOT) OMRAs  
• implementation of the EOT-Resumption of therapy (EOT-R) OMRA and;  
• revisions to student supervision policies  

 

 
The provisions of the final rule are effective October 1, 2011. 

Provisions of the Final Rule 
 

 
SNF PPS FY 2012 Annual Payment Update 

• The FY 2012 market basket is 2.7 percent which is reduced by an l percent multi-factor 
productivity (MFP) adjustment. 

• CMS finalizes a parity adjustment based on 8 months of FY 2011 claims data. The 
aggregate impact is in SNF payments for FY 2012 is $4.47 billion which is offset by the 
market basket update of 1.7 percent or $600 million. 

• Net result of 11.1 percent reduction or $3.87 billion reduction for FY 2012. 
• For the wage index adjustment, CMS adopts a budget neutrality factor of 1.0007 for FY 

2012. 
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Therapy Student Supervision 

• CMS discontinues policy of line of sight supervision requirement for therapy students. 
• The time the student spends with the patient will continue to be billed as if the 

supervising therapist alone was providing the services. 
• The student is treated as an extension of the therapist rather than being counted as an 

individual practitioner. 
• Every student clinician should meet guidelines set forth by professional associations, 

state and local licensing boards and facilities – it is the authority of the supervising 
therapist to determine the appropriate level of supervision for the student. 

 

 
Group Therapy and Therapy Documentation 

• CMS defines as therapy provided to four patients (regardless of payer) who are 
simultaneously performing the same or similar activities. And is supervised by a therapist 
(or assistant) who is not supervising any other individuals. 
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• CMS finalizes its policy of allocating group therapy minutes by dividing the total minutes 
by four, the number of participants in a group therapy session based on the new 
definition. 

• CMS clarifies that the plan of care and supporting medical documentation should support 
the medical necessity for group therapy. 

• SNFs will report the total unallocated group therapy minutes on the MDS 3.0. This total 
time will be allocated among the four group therapy participants to determine the 
appropriate number of reimbursable therapy minutes, as well as the appropriate RUG-IV 
therapy group and payment level. 

• If a patient misses a therapy group session or is unexpectedly absent – CMS will continue 
to assume there are four patients and will divide the therapy minutes by four in allocating 
the group therapy minutes. 

 

 
Changes to the MDS 3.0 Assessment Schedule and Other Medicare-Required Assessments 

• CMS revises its polices by removing the distinction between the 5-day and 7-day 
facilities for purposes of setting the ARD for the EOT OMRA and requires that all 
facilities set the ARD for EOT OMRA by the third consecutive calendar day after a 
patient’s therapy services have been discontinued. 

• CMS finalizes its policy to permit providers the option to complete an EOT-R OMRA 
rather than optional SOT OMRA in cases where the therapy resumption date is no more 
than 5 consecutive calendar days following the last day of therapy provided and therapy 
services have resumed in at the same RUG-IV classification level that had been in effect 
prior to the EOT OMRA. 

• CMS finalizes its policy to require facilities to complete a COT OMRA for patients 
classified into a RUG-IV therapy category, whenever the intensity of therapy changes to 
a degree that it would no longer reflect the RUG-IV classification and payment assigned 
for a given SNF resident based on the most recent assessment used for Medicare 
payment. 

• The new RUG-IV would be billed that resulted from the COT OMRA starting the first 
day of the COT observation period for which the COT OMRA was completed. 

 

 
Application of the SNF PPS to SNF Services Furnished by Swing Bed Hospitals 

• All rates and wages discussed in the final rule apply to all non- critical access hospital 
swing rural hospitals. 

• Non-CAH swing bed rural hospitals are required to complete an MDS 3.0 assessment 
which is limited to the required demographic, payment and quality items. 

 

 
Value-Based Purchasing 

• As required by the Affordable Care Act (ACA), CMS will be developing a plan to 
implement a value-based purchasing (VBP) program for SNFs, with a report due to 
Congress by October 1, 2011.  This program will intend to tie payment to performance, 
reducing inappropriate or poorly provided care and identifying and rewarding those who 
provide effective and efficient patient care. 



7 
 

 
 

 
Payment Adjustment for Hospital-Acquired Conditions 

• The ACA requires CMS to conduct a study on ways to expand the hospital-acquired 
conditions (HAC) payment policy to various post-acute settings, including SNFs.  CMS 
is directed to include the impact of expanding the HAC policy on patient care, safety, and 
overall payments.  CMS is in the process of developing this study and will report the 
outcomes to Congress by January 1, 2012.  As with VBP, CMS will seek stakeholder 
input. 

 

 
Required Disclosure of Ownership and Additional Disclosable Parties Information 

• The ACA requires Medicare SNFs and Medicaid nursing facilities to make available 
certain information on ownership upon request by CMS.  This includes a description of 
the governing body and organizational structure and information regarding additional 
disclosable parties.  This disclosure will be necessary to maintain enrollment in Medicare 
and/or Medicaid. 

• CMS proposed to add a definition for “additional disclosable parties”, “organizational 
structure” and “managing employee”. 

• CMS does not finalize these proposals and states that the Agency will consider the 
comments received and issue a separate rulemaking. 

 

 
Prospective Payment for SNF Non-Therapy Ancillary (NTA) Costs 

• NTA payments will be separated into two parts: routine NTA bundled payment and tiered 
non-routine NTA payment. 

• The routine NTA bundled payment will consist of a base payment for every patient day 
to account for the wide range of services provided to SNF patient on a daily basis. 

• The tiered NTA payment will track variations in NTA costs and utilization. 
 
 


