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which a hierarchy exists that assigns case-mix weights that capture differences in the relative 
resources used for treating different types of residents. 

Over half of the State Medicaid programs also use the MDS for their case-mix payment systems. 
The Resource Utilization Group, Version IV (RUG-IV) system replaced the Resource Utilization 
Group, Version III (RUG-III) system for Medicare starting on October 1, 2010. Starting October 
1, 2019, PDPM replaced the RUG-IV system. However, State Medicaid agencies have the option 
to use the RUG-III, RUG-IV, or PDPM classification systems. CMS also makes available for the 
States alternative RUG-IV classification systems with 66, 57, or 48 groups with varying numbers 
of Rehabilitation groups (similar to the RUG-III 53, 44, and 34 groups). States have the option of 
selecting the system (RUG-III or RUG-IV) with the number of Rehabilitation groups that better 
suits their Medicaid long-term care population. State Medicaid programs always have the option 
to develop nursing home reimbursement systems that meet their specific program goals. The 
decision to implement a certain classification system for Medicaid is a State decision. Please 
contact your State Medicaid agency if you have questions about your State Medicaid 
reimbursement system. 

6.3 Patient Driven Payment Model (PDPM) 
PDPM adjusts payment for each major element of a resident’s SNF care, specifically for physical 
therapy (PT), occupational therapy (OT), speech-language pathology (SLP), nursing, and non-
therapy ancillaries (NTA). In section 6.6 below, we provide a PDPM calculation worksheet. This 
calculation worksheet was developed in order to provide clinical staff with a better 
understanding of how PDPM works. The worksheet translates the standard software code into 
plain language to assist staff in understanding the logic behind the classification system. 

6.4 Relationship between the Assessment and the Claim 
The SNF PPS establishes a schedule of PPS assessments. The 5-Day assessment is the only 
required PPS assessment that is used to support PPS reimbursement. However, as described in 
Chapter 2, Section 2.9, an optional assessment, the Interim Payment Assessment (IPA), may be 
used to reclassify the resident into a new PDPM classification, and would also affect the 
associated payment rate. See Chapter 2 of this manual for greater detail on assessment types and 
requirements. 

Numerous situations exist that impact the relationship between the assessment and the claim 
above and beyond the information provided in this chapter. It is the responsibility of the provider 
to ensure that claims submitted to Medicare are accurate and meet all Medicare requirements. 

For example, if a resident’s status does not meet the criteria for Medicare Part A SNF coverage, 
the provider is not to bill Medicare for any non-covered days. The assignment of a PDPM 
classification is not an indication that the requirements for a SNF Part A stay have been met. 
Once the resident no longer requires skilled services, the provider must not bill Medicare for 
days that are not covered. Therefore, the following information is not to be considered all- 
inclusive and definitive. Refer to the Medicare Claims Processing Manual, Chapter 6  


