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3.8.1.3.1 The above 60-day episode payment calculations were derived using base-year costs 
and utilization rates and subsequently adjusted by annual inflationary update factors, the last three 
iterations of which can be found in Addendums C (CY 2019) and C (CY 2020).

3.8.1.3.2 The standardized prospective payment amount per 60-day EOC is case-mix and wage-
adjusted in determining payment to a specific HHA for a specific beneficiary. The wage adjustment is 
made to the labor portion (0.77668) of the standardized prospective payment amount after being 
multiplied by the beneficiary’s designated HHRG case-mix weight. For example, a HHA serves a 
TRICARE beneficiary in Denver, CO. The HHA determines the patient is in HHRG C2F1S2 with a case-mix 
weight of 1.8496. The following steps are used in calculating the case-mix and wage-adjusted 60-day 
episode payment amount:

Step 1: Multiply the standard 60-day prospective payment amount by the applicable case-mix 
weight.

(1.8496 x $2,115.30) = $3,912.46

Step 2: Divide the case-mix adjustment episode payment into its labor and non-labor portions.

Labor Portion = (0.77668 x $3,912.46) = $3,038.73

Non-Labor Portion = (0.22332 x $3,912.46) = $873.73

Step 3: Adjust the labor portion by multiplying by the wage index factor for Denver, CO.

(1.0190 x $3,038.73) = $3,096.47

Step 4: Add the wage-adjusted labor portion to the non-labor portion to calculate the total 
case-mix and wage-adjusted episode payment.

($873.73 + $3,096.47) = $3,970.20

3.8.1.4 Since the initial methodology used in calculating the case-mix and wage-adjusted 60-day 
episode payment amounts has not changed, the above example is still applicable using the updated 
wage indices and 60-day episode payment amounts.

3.8.1.5 Annual Updating of HHA PPS Rates and Wage Indexes.

In subsequent fiscal years, HHA PPS rates (i.e., both the national 60-day episode amount 
and per-visit rates) will be increased by the applicable home health market basket index change.

3.8.2 Calculation of Reduced Payments

Under certain circumstances, payment will be less than the full 60-day episode rate to 
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accommodate changes of events during the beneficiary’s care. The start and end dates of each event 
will be used in the apportionment of the full-episode rate. These reduced payment amounts are 
referred to as: 1) PEP adjustments; 2) SCIC adjustments; 3) LUPAs; and 4) therapy threshold adjustments. 
Each of these payment reduction methodologies will be discussed in greater detail below.

Note: Since the basic methodology used in calculating HHA PPS adjustments (i.e., payment 
reductions for PEPs, SCICs, LUPAs, and therapy thresholds) has not changed, the following examples are 
still applicable using the updated wage indices and 60-day episode payment amounts in Addendums C 
(CY 2019) and C (CY 2020).

3.8.2.1 PEP Adjustment

The PEP adjustment is used to accommodate payment for EOCs less than 60 days resulting 
from one of the following intervening events: 1) beneficiary elected a transfer prior to the end of the 
60-day EOC; or 2) beneficiary discharged after meeting all treatment goals in the original POC and 
subsequently readmitted to the same HHA before the end of the 60-day EOC. The PEP adjustment is 
based on the span of days over which the beneficiary received treatment prior to the intervening event; 
i.e., the days, including the start-of-care date/first billable service date through and including the last 
billable service date, before the intervening event. The original POC must be terminated with no 
anticipated need for additional home health services. A new 60-day EOC would have to be initiated 
upon return to a HHA, requiring a physician’s recertification of the POC, a new OASIS assessment, and 
authorization by the contractor. The PEP adjustment is calculated by multiplying the proportion of the 
60-day episode during which the beneficiary was receiving care prior to the intervening event by the 
beneficiary’s assigned 60-day episode payment. The PEP adjustment is only applicable for beneficiaries 
having more than four billable home health visits. Transfers of beneficiaries between HHAs of common 
ownership are only applicable when the agencies are located in different metropolitan statistical areas. 
Also, PEP adjustments do not apply in situations where a patient dies during a 60-day EOC. Full episode 
payments are made in these particular cases. For example, a beneficiary assigned to HHRG C2F1S2 and 
receiving care in Denver, CO was discharged from a HHA on Day 28 of a 60-day EOC and subsequently 
returned to the same HHA on Day 40. However, the first billable visit (i.e., a physician ordered visit under 
a new POC) did not occur until Day 42. The beneficiary met the requirements for a PEP adjustment, in 
that the treatment goals of the original POC were accomplished and there was no anticipated need for 
home care during the balance of the 60-day episode. Since the last visit was furnished on Day 28 of the 
initial 60-day episode, the PEP adjustment would be equal to the assigned 60-day episode payment 
times 28/60, representing the proportion of the 60 days that the patient was in treatment. Day 42 of the 
original episode becomes Day 1 of the new certified 60-day episode. The following steps are used in 
calculating the PEP adjustment:

Step 1: Calculate the proportion of the 60 days that the beneficiary was under treatment.

(28/60) = 0.4667

Step 2: Multiply the beneficiary assigned 60-day episode payment amount by the proportion 
of days that the beneficiary was under treatment.

($3,970.20 x 0.4667) = $1,852.90

3.8.2.2 SCIC Payment Adjustment

For Episodes Beginning On Or After January 1, 2008. The refined HH PPS no longer contains 
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