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BILLING CODE 4120–01–C 

3. Development of the FY 2011 Case- 
Mix Indexes 

Section 1888(e)(4)(G)(i) of the Act 
requires that the Federal rates be 
adjusted for case mix. Pursuant to the 
statute, such adjustment must be based 
on a resident classification system, 
established by the Secretary, that 
accounts for the relative resource 
utilization of different patient types. 
The case-mix adjustment must be based 
on resident assessment data and other 
data the Secretary considers 
appropriate. 

As discussed in the previous section, 
we are finalizing the RUG–IV model to 
be implemented in FY 2011. The RUG– 
IV update uses data collected in 2006– 
2007 during the STRIVE project, and 
reflects current medical practice and 
resource use in SNFs across the country. 
Our description of the proposed RUG– 
IV model in the FY 2010 proposed rule 
included a discussion of the 
development of the case-mix indexes to 

be used under this model (74 FR 22208, 
22236–22238, May 12, 2009). 

The case-mix indexes will be applied 
to the unadjusted rates resulting in 66 
separate rates, each corresponding with 
one of the 66 RUG–IV classification 
groups. To determine the appropriate 
payment rate, SNFs will classify each of 
their patients into a RUG–IV group 
based on assessment data from the MDS 
3.0. 

Our intent in implementing RUG–IV 
is to allocate payments more accurately 
based on current medical practice and 
updated staff resource data obtained 
during the STRIVE study, and not to 
decrease or increase overall 
expenditures. Thus, consistent with the 
policy in place when we transitioned to 
the RUG–III 53-group model in FY 2006 
(as discussed in section III.B.2.b of this 
final rule), we believe that overall 
expenditures under the RUG–IV model 
should maintain parity with overall 
expenditures under the RUG–III 53- 
group model. Therefore, we simulated 
payments under the RUG–III 53-group 

model and the RUG–IV 66-group model 
to ensure that the change in 
classification systems did not result in 
greater or lesser aggregate payments. 

We used the resource minute data 
collected from STRIVE to create a new 
set of unadjusted relative weights, or 
case-mix indexes (CMIs), for the RUG– 
IV model as described in the proposed 
rule (74 FR 22208, 22236–22238, May 
12, 2009). We then compared the CMIs 
for the RUG–53 and RUG–66 models in 
a way that is intended to ensure that 
estimated total payments under the 66- 
group RUG–IV model would be equal to 
those payments that would have been 
made under the 53-group RUG–III 
model. In the FY 2010 proposed rule, 
we stated that we used STRIVE data 
with sample weights applied and FY 
2007 claims data (the most recent final 
claims data available at the time) to 
compare the distribution of payment 
days by RUG category in the 53-group 
model with the anticipated payments by 
RUG category in the new 66-group 
RUG–IV model. However, after the 
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