
Getting and Justifying IRF Revenue



Objectives

• General overview of payment system (IRF-PPS)
• Discuss what can reduce payments
• Discuss what can maximize payments 
• Gain valuable tips to avoid denials and engage in successful 

appeals.



IRF Reimbursement Essentials

• Predetermined rate per DC based on 
patient’s condition and market area 
wages.  

Rates

• The IRF-PAI is used to classify patients 
into payment groups based on clinical 
characteristics and expected 
resource needs (comorbidities).

Groups (CMG)

CMI

• Medicare assigns patients to case-mix 
groups (CMGs) based on age, primary 
reason for rehab, and level of motor and 
cognitive function.

• Short Stays, transfer adjustments, 
interrupted stays (less than 2 
midnights), QRP Penalties

Reduced $$

• IRF may receive additional 
reimbursement for indirect medical 
education costs, Medicare bad debts, 
high-cost outliers

Additional $$

Operational Strategies

• GG scoring, LOS Management, NRPPD as 
key metric, ACT reduction 



RATES- Annual Base Payment

• The base rate is adjusted annually 
for inflation and for differences in 
labor costs. 

• Medicare Fiscal Year is October 1- 
September 30

• Updated Standard Rate is 
published in the Federal Register 
and becomes effective each 
October 1st.

Fiscal 
Year

Standard 
Payment

% of 
Change 
from Prior 
Year

2022 $17,240 2.4%

2023 $17,878 3.2%

2024 $18, 541 3.4%

2025 $18, 907 3.0%

2026 $19,371 3.3%



RATES- Facility Adjustment Factors

Standard Rate with Facility Price 
Adjuster

$19,371  x  1.024311 = $19,842



GROUPS- CMG



CMI- Case Mix Index

A higher CMI results in a higher 
payment because the CMI reflects a 
patient’s clinical complexity and 
resource needs.  Accurate coding of 
diagnoses, and comorbidities, and 
functional status ensures the 
assigned CMI accurately reflect 
patient acuity.



Reduced Reimbursement

There are two (2) primary 
metrics that can reduce 
CMI/Reimbursement:

• Short Stay
• Transfer Penalties
• Interrupted Stays (less 

than 2 midnights)



Short Stay



Transfer Penalties
Transfer penalties are not penalties for late payment but rather a reduction of the per diem payment 
rate when an IRF patient is discharged earlier than the ALOS for the CMG.  CMS pays a reduced per 
diem rate for these early transfers to other IRFs, inpatient hospitals, nursing homes, or LTACs rather 
than the full CMG payment. 



Transfer Penalties- Home Health



Interrupted Stays
Prior to and After First Midnight - All outside procedures, transportation and hospital visits 
(i.e., CT scans, diagnostic tests completed during a Dr. appointment, G-tube placement, 
MBS, dialysis, etc.) are paid by the IRF.  No extra payment is provided outside of the CMG 
payment. *If patient is sent to acute care hospital they are considered LOA and it is 
counted as an interrupted stay

Prior to Second Midnight- All outside procedures, transportation and hospital visits are paid 
by the IRF.  After a Second Midnight- all procedures and hospital charges are paid directly to 
the acute care hospital and not paid out of the IRF CMG. The patient remains on LOA status at 
the IRF and the time is documented as an interrupted stay.

After Third Midnight- The patient is no longer on LOA status or considered as having an 
interrupted stay.  The patient is discharged from the IRF.  All charges accrued on days 1, 2, 3 
are billed and paid directly to the acute care hospital.  The IRF receives a reduced payment for 
the midnights they were physically in a bed at the IRF.



QRP 2% Penalties

Standard Rate with Facility Price Adjuster- 2% Penalty

$19,371  x  1.024311 = $19,842-$396.84= $19,445

Conservative Estimate: $400 reduction on 1,200 annual discharges 
would be a $480,000 loss



Maximizing Reimbursement

There are four (4) primary 
metrics that can increase 
CMI/Reimbursement:
• Patient Population
• Coding
• Admit Motor GG Scoring
• Length of Stay Management
• Outlier Threshold



Profitability Varies by Patient 
Population
Fracture of Lower Extremity, Other 
Ortho and Cardiac tend to have 
lower CMI’s than other diagnoses 
resulting in lower reimbursement.

Neuro, Stroke, Brain Injury, SCI, and 
Major Multiple Trauma tent to have 
the highest reimbursement   

• Program Development
• Marketing
• Specialty Certifications



Coding- IGC Impairment Group 
Codes

IGC Codes- represent the patient’s 
primary admission reason, drives 
the RIC and ultimately the CMG 
and its associated CMI. 



Coding- Comorbidities
2024 1Q 2Q 3Q 4Q Nat’l Variance

Tier 0 (no comorbidities) 28% 67% 42% 33% 9%

Tier 3 (most common) 53% 11% 42% 53% -11%

Tier 2 13% 11% 8% 10% -2%

Tier 1 (uncommon) 6% 11% 9% 5% 4%

Comorbidity tier levels are a four-
tiered classification system:  Tier 1 
(high cost), Tier 2 (medium cost), 
Tier 3 (low cost), or Tier 0 (no-cost 
increase)

Common Tiered Diagnoses

Tier 1 Tier 2 Tier 3

• Dialysis
• Vent
• Trach

• Pseudomonas
• Dysphagia

• Morbid Obesity
• HTN
• Diabetes



GG/ Functional Outcome Scores
• The lower the admit motor 

score the higher the 
reimbursement

• Bowel and Bladder admit 
scores can have a 6-point 
impact on admit score

• Scoring is based on the 
“most usual” functional 
performance



Who, What, When, Where of GG Data Capture
Who is involved?
• Clinical Liaisons
• Physicians
• Nurses
• Nursing Assistants
• Therapy
What/When is to be Determined by
IDT?
• Prior level of function
• Assessment of functional status during first 3 

calendar days- prior to intervention
• “Most Usual” performance during
        assessment period
• Goals based on prior level, current level and 

anticipated discharge plans
• “Most Usual” day before discharge

Where is Data Captured?

• Documentation level of assistance on GG
       items must be present in the medical record

➢ Liaisons- PAS
➢ Physicians- H&P
➢ Nursing/Nursing Assistants- FOM
➢ Therapy- Initial Assessments

• Functional levels fluctuate: Multiple entries should be 
noted and most logically won’t match
➢ Time of day
➢ Level of assistance provided
➢ Fatigue
➢ Medication….

Once IDT determines “most usual” (daily huddle) this 
information is placed on IRF-PAI and uploaded for 
transmission.



GG Scoring 
Resources



GG Scoring Success Takeaways
Have multiple observations in different locations, 
different times of the day and circumstances

Coding is based on direct observation, as well as 
patient self-report, reports from care staff and 
family.

Therapy typically begins providing interventions 
once eval is done, therefore, coding should reflect 
the patient’s status as close to admission – Day 1.

Nursing and CNA observations tend to be most 
accurate.



LOS Management
Discharge To: LOS vs. CMG 

LOS
Payment Type $$ $$ Per Day

Home 10/10 Full Payment $10,000 $1,000

Home 8/10 Full Payment $10,000 $1,250

Home 12/10 Full Payment $10,000 $  833

SNF/Acute 10/10 Full Payment $10,000 $1,000

SNF/Acute 8/10 Transfer 
Payment

$ 8,000 $1,000

SNF/Acute 12/10 Transfer 
Payment

$10,000 $  833



Outlier Payments

Outlier payments provide additional reimbursement for cases with exceptionally high costs that 
exceed a fixed threshold, determined by the IRF’s cost-to-charge ratio.  The outlier payment, for a 
qualifying case is 80% of the costs exceeding the fixed-loss threshold, and the total outlier payments 
are set to be a specific % of total IRF payments, such as 3% for FY 2026



Avoiding Payment 
Denials



Expect Additional Documentation 
Requests (ADR)

Common types of Medicare and Medicaid audits include:

• Targeted Probe & Educate (TPE) Program audits.

• Comprehensive Error Rate Testing (CERT) audits.

• Managed Medicare Audits and Medicare Administrative Contract (MAC) audits

• Unified Program Integrity Contractor (UPIC)

• Honorable Mention- Review Choice Demonstration (RCD)

Have an internal process for tracking ADRs that is centralized 

and interdepartmental.  Revenue Cycle should be checking 

FISS on regular basis and a path for communication with 

operations and compliance is important. 



Most Common Denial Reasons
1. Upon admission, the patient did not demonstrate the need for an ability to participate 

and benefit from an intense therapy program.
2. The documentation did not support that upon admission to the IRF, there was a 

reasonable expectation that the patient required active and ongoing therapeutic 
intervention of multiple therapy disciplines. 

3. The preadmission assessment and other documentation indicates there were active 
and ongoing issues such as a history of dementia, poor safety awareness and 
cognitive impairment with memory, reasoning and problem solving. These issues 
would have been reasonably expected to interfere with the beneficiary’s active 
participation in the intensive rehabilitation program.

4. Managed Medicare- disagreement with GG scoring
5. Technical issues - incomplete documentation- missed timelines

Proactive strategies for avoiding denials: 1.  Know the admission criteria and screen patients to 

ensure they are appropriate, and doc. supports the criteria are met. 2.  Educate your 

physicians.  3.  Communicate with your largest referral sources.  4.  Internal auditing. 5.  

Conduct risk analysis to determine most appropriate course of action.



Appealing a Denial

If you get a denial from any of the Medicare medical review 
entities, you follow the CMS appeal process

• Redetermination

• Reconsideration

• ALJ

• Appeals Council

• Judicial Review in U.S. District Court

Some entities allow for a discussion period (RAC)
RAC- Must be requested within 30 days of receipt of Results Letter


	Slide 1
	Slide 2: Objectives
	Slide 3: IRF Reimbursement Essentials
	Slide 4: RATES- Annual Base Payment
	Slide 5: RATES- Facility Adjustment Factors
	Slide 6: GROUPS- CMG
	Slide 7: CMI- Case Mix Index
	Slide 8: Reduced Reimbursement
	Slide 9: Short Stay
	Slide 10: Transfer Penalties
	Slide 11: Transfer Penalties- Home Health
	Slide 12: Interrupted Stays
	Slide 13: QRP 2% Penalties
	Slide 14: Maximizing Reimbursement
	Slide 15: Profitability Varies by Patient Population
	Slide 16: Coding- IGC Impairment Group Codes
	Slide 17: Coding- Comorbidities
	Slide 18: GG/ Functional Outcome Scores
	Slide 19: Who, What, When, Where of GG Data Capture
	Slide 20: GG Scoring Resources
	Slide 21: GG Scoring Success Takeaways
	Slide 22: LOS Management
	Slide 23: Outlier Payments
	Slide 24: Avoiding Payment Denials
	Slide 25: Expect Additional Documentation Requests (ADR)
	Slide 26: Most Common Denial Reasons
	Slide 27: Appealing a Denial

