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An Overview of Medicare Post-Acute Care Services 

Introduction 

The Medicare program recognizes and includes benefits for services provided in a variety of post-acute care 
(PAC) settings. PAC providers include home health agencies (HHAs), skilled nursing facilities (SNFs), inpatient 
rehabilitation facilities (IRFs) and long-term care hospitals (LTCHs). These providers offer a range of different 
services and capabilities and are subject to unique conditions of participation and reimbursement 
requirements. 

The majority of post-acute care patients are referred to a PAC care provider after being discharged from an 
acute inpatient hospital (sometimes referred to as a short-term acute care hospital or STACH). The type of 
post-acute venue to which patients are referred depends on the nature and severity of their condition, the 
continuing level of services they require, and the recommendations of the physicians responsible for their 
care. Higher-acuity patients who require ongoing medical oversight and higher levels of nursing and therapy 
care may be discharged to an LTCH or an IRF. Patients who require less-intensive care or who may not 
otherwise be appropriate for a referral to an LTCH or an IRF are more likely to be referred to a SNF or HHA. 

Medicare Post-Acute Care Spending 

The Medicare Payment Advisory Commission (MedPAC) reports on changes in Medicare post-acute care 
trends in its annual data book, entitled “Health Care Spending and the Medicare Program.”i While MedPAC 
provides detailed information on many fee-for-service program benefits, it only includes summary 
information on Medicare Advantage spending – Medicare’s managed care option. In 2016, approximately 
thirty-seven percent of Medicare beneficiaries were enrolled in Medicare Advantage.ii The data that follows 
is for the sixty-three percent of beneficiaries who continue to get services through the traditional Medicare 
fee-for-service program. 

In 2016, MedPAC reported total fee-for-service post-acute care expenditures of $59.8 billion. Skilled nursing 
and home health care accounted for nearly 80% of PAC spending in 2016, with $29.1 billion in SNF and $18.3 
billion in HHA-related costs. Inpatient rehabilitation and long-term care hospitals accounted for a smaller 
portion of spending, with $7.7 billion and $4.7 billion in respective expenditures.iii With total net Medicare 
costs exceeding $594 billion in 2016, total PAC spending accounted for approximately 10% of the program’s 
expenditures.iv By comparison, in the same year, Medicare fee-for-service program expenditures for acute 
inpatient hospital services were $142 billion, $70 billion for services covered under the Medicare physician 
fee schedule, and $48 billion for outpatient hospital services.v In addition, the program paid approximately 
$189 billion in 2016 for Medicare Advantage group plan benefits and an additional $100 billion for Medicare 
Part D drug plan related costs.vi While Medicare enrollment and overall program costs have increased 
steadily over the past decade, Medicare fee-for-service PAC spending has increased comparatively slower 
over the period (Chart 1). 

https://costs.vi
https://expenditures.iv
https://Advantage.ii
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Chart 1: Medicare FFS Program Post-Acute Care Expenditures 
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Number of Post-Acute Care Providers 

The overall number of post-acute care providers in the US has remained relatively consistent in recent years 
(Chart 2), although there was a 2.8 percent decrease in the number of LTCHs from 2016 to 2017 (from 423 
to 411), likely due in part to the phase-in of new Medicare payment rules. By comparison, over the same 
period, the number of IRFs decreased by 0.8 percent (from 1,188 to 1,178), the number of HHAs decreased 
by 3.0 percent (from 12,204 to 11,844), and the number of SNFs increased slightly, by 0.1 percent (from 
15,263 to 15,277).vii 

Chart 2: Number of Medicare PAC Providers, 2016 and 2017 
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Nature and Utilization of PAC Services 

There were approximately 10 million inpatient acute care hospital admissions of Medicare fee-for-service 
program beneficiaries in 2016.viii Forty-three percent of these patients were discharged to the care of a post-
acute care provider, an aggregate increase of about eight percent since 2006. Of these patients, 20.2 percent 
were discharged to a SNF, 17.5 percent to an HHA, 4.0 percent to an IRF, 1.9 percent to another acute care 
hospital, and 1.2 percent to an LTCH.ix 

Long Term Care Hospitals. LTCH patients generally have a chronic critical illness which requires ongoing 
medical oversight or specialized treatment, such as respiratory therapy or intensive antibiotic therapy, over 
an extended period of time. In 2016, LTCHs discharged 125,586 Medicare patients, a 4.2 percent decrease 
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from the year prior.x The most common diagnoses for Medicare patients were pulmonary edema and 
respiratory failure (MS-LTC-DRGxi 189), respiratory system diagnosis with ventilator support for 96 or more 
hours (MS-LTC-DRG 207), and septicemia without ventilator support for 96 or more hours with complication 
or comorbidity (MS-LTC-DRG 871). Respectively, these conditions accounted for 14 percent, 11.5 percent 
and 6.3 percent of all LTCH discharges that year. The average Medicare payment per LTCH discharge in 2016 
was $40,656 and the average length of stay was 26.8 days.xii 

Inpatient Rehabilitation Facilities. IRFs treated approximately 350,000 Medicare beneficiaries in 2016. IRFs 
specialize in treating patients in need of intensive physical, occupational, or speech therapy – many of whom 
are referred for admission after a preceding acute inpatient hospital stay. The most common diagnoses for 
Medicare patients treated by IRFs include stroke, other neurological conditions, fractures of the lower 
extremities, debility, brain injury, major joint replacements and spinal cord injury. The average Medicare 
payment per IRF discharge was $19,714 in 2016 and the average length of stay was 12.7 days.xiii 

Skilled Nursing Facilities. SNFs treated almost 1.6 million Medicare beneficiaries in 2016 and there were 
more than 2.3 million Medicare-covered stays. SNFs often treat patients suffering from heart failure, shock, 
pneumonia, renal failure and less severe forms of septicemia, and those who are recovering from routine 
joint replacement and strokes.xiv Generally, SNFs provide less-intensive skilled nursing care and therapy 
services, along with intermittent medical oversight services. To qualify for SNF coverage, Medicare 
beneficiaries must have a preceding stay of at least three days in an inpatient hospital. Costs and margins 
vary significantly across the large number of Medicare-approved SNFs, depending on location and the type 
of patients served, among other factors. In 2016, MedPAC reported that among free-standing SNFs, average 
Medicare payments per stay ranged from $22,472 for the highest margin quartile to $15,940 for the lowest 
margin quartile. The average lengths of stay for discharges from these SNFs was 42 and 36 days, 
respectively.xv 

Home Health Agencies. In 2016, 3.5 million Medicare patients (9 percent of all program beneficiaries) used 
the home health care benefit. Depending on the patient’s needs, HHAs provide part-time or intermittent 
skilled nursing, therapy, social work, and nursing aide services to certain patients who need considerable 
assistance to leave their homes. The average Medicare home health patient received 33 home visits from 
their HHA provider in 2016. HHAs who provide home care services are mostly paid on a prospective, per 
episode basis that covers a 60-day episode of care. In 2016, the average Medicare payment per episode was 
$2,988. xvixvii 

i “June 2018 Data Book: Health Care Spending and the Medicare Program”,” MedPAC, June 2018. 
ii Ibid. p. 29 
iii Ibid. p. 112 
iv “HHS FY2018 Budget in Brief – CMS Overview”, US Dept. of Health and Human Services, accessed at 
https://www.hhs.gov/about/budget/fy2018/budget-in-brief/cms/index.html 
v MedPAC June 2018 Data Book., p. 5 
vi “The Facts on Medicare Spending and Financing”, Henry J. Kaiser Family Foundation, accessed at https://www.kff.org/medicare/issue-brief/the-
facts-on-medicare-spending-and-financing/ 
vii MedPAC June 2018 Data Book, p. 111 
viii Ibid., p. 65 
ix Ibid., p. 76 
x Ibid., p. 127 
xi Medicare Severity Long-Term Care Diagnosis Related Groups (MS-LTC-DRG) are the Medicare unit of payment for LTCHs. 
xii MedPAC June 2018 Data Book, pp. 126-127 
xiii Ibid., pp. 122-123 
xiv “MedPAC Report to Congress: Medicare Payment Policy”, March 2018, p. 209 
xv MedPAC June 2018 Data Book, p. 116 
xvi Ibid., p. 119 
xvii Medicare will be moving to a 30-day unit of payment for home health services on October 1, 2019. 
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