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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

Atlanta Regional Office

61 Forsyth Street, Suite 4720

Atlanta, Georgia 30303

CMS

CENTERS FOR MEDICARE & MEDICAID SERVICES

DIVISION OF MEDICAID & CHILDREN'S WISAEF N CRIFRY

Nov 8 2 2012

MI' . Anthony E. Keck Department of Healih & Human SGMGBS

Director OFFICE OF THE DIRECTOR g1 3 3 201
Department of Health and Human Services

P.O. Box 8206

Columbia, South Carolina 29202-8206
RE: State Plan Amendment SC 11-026

Dear Mr. Keck:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 11-026. Effective October 1, 2011 this amendment
proposes to revise the inpatient hospital reimbursement methodology for determining payment
rates. Specifically, the following changes are being proposed: update the base year for
determination of the disproportionate share hospital (DSH) payments to 2010 cost reports and
calculate the interim DSH payments for 2012; update the inflation trend used to trend the DSH
base year cost; reduce the out of state DSH limit qualifications from sixty percent to fifty percent
of the hospital specific DSH limit; implement the All Patient Refined Diagnosis Related Grouper
(APR-DRGs); update the cost outlier by using the hospital specific cost to charge ratio; and
exempt large rural hospitals with 90 or few beds from the July 11, 2011 rate reductions. The
State estimates that the Federal budget impact of this SPA will be an increase of $8,250,000 and
$8.250,000 for Fiscal Years 2012 and 2013 respectively.

We conducted our review of your submittal according to the statutory requirements at sections,
1902(a), 1902(a)(13), 1902(a)(30), 1903(a) and 1923 of the Social Security Act and the
regulations at 42 CFR 447 Subpart C. We have found that the proposed reimbursement
methodology complies with applicable requirements and therefore have approved them with an
effective date of October 1,2011. We are enclosing the CMS-179 and the amended approved
plan pages.

If you have any questions, please call Anna Dubois at (850) 878-0916.

Singgrely,
%f‘fzfm s [

Director, CMCS
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ATTACHMENT 4.19-A
PAGE 2b

may submit a claim for payment only upon final discharge of the
patient, with the exception of long-term care psychiatric hospital
claims and psychiatric residential treatment facility claims.

.Effective for discharges incurred on and after October 1, 2011,
inpatient claim payments for all hospitals (except freestanding long-
term care psychiatric hospitals) will be made based on a per
discharge (per case) rate.

.Effective for discharges incurred on or after October 1, 2011, the
South Carclina Medicaid Program will reimburse inpatient hospital
services based on a DRG methodology using the All Patient Refined
Diagnosis Related Groups (APR-DRGs) classification system. Qualified
providers of inpatient hospital services paid by APR-DRGs include:
general acute care hospitals, (including distinct-part units of
general hospitals), short-term psychiatric hospitals and long term
acute care hospitals. Version 28 of the APR-DRG grouper and
corresponding national relative weights (released in October 2010)
will be used effective October 1, 2011. The same -version with a
mapper will be used for October 1, 2012 since there is a code freeze
in effect and minimal impact is expected. The DRG grouper then will
transition to the ICD-10 compliant APR-DRG version and will be
updated each year to the current version.

SC 11-026
EFFECTIVE DATE: 10/01/11

ro approvaL: (CT 3 § 2012

SUPERCEDES: SC 11-014
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Bn cutlier set-aside adjustment (to cover outlisr payments described
9 of this section) will be made to the per discharge rates.

Payment for services provided  in fresstanding long-term care
psychiatric facilities shall be ed on the statewide average per diem
for psychiatric long-term care. The base psr diem rate will be the

ot i
statewide total costs of these psychiatric “services divided by total
psychiatric days.
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specified in Section VI B and C of is plan, will zlsc e made for
cases involving a transfer ¢f a patient from one hos spl izal to znother,
or z readmission of a patient Zollowing an -earlier Jdischarge. These
previsions are nct applicable tc long-term psychiatric and RTF claims.

A rate reccornsideration process will ke available to hosg
higher ccsts as a resulit of vondlt;cns descripad in IX A cf this plian.

Dispropcrtionate shars payments will be paid
accordance with the requirements specified in

ospitals in
this plan.

residential tredtment
; r diem rzte. Section II
the costs covered by the -all-

Payment for ssrvices procvided
facilities shall bs an all-

paragraph 30 of <this plan g

inclusive rate. Each facility's pe 11 be calculated
using base year date trended forward. ecticn ¥ B describes the
rate calculation.

Effective for services provrided on or after July 1, 2004, qual 1fy1ng
hospitals with burn intensive care units will receive annual
retrospective cost settlements for the total cost of

inpatient services provided tc South Carolina Medicaid patients.

sC 11-026
EFFECTIVE DATE: 10/01/11

ro approvaL: QOCT 2 § 2012

SUPERCEDES: SC 11-001
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Effective for discharges occurring on and after April 8, 2011, the
retrospective cost settlement amount for qualifying hospitals with a
burn intensive care unit will be limited to ninety-seven percent (97%)
of allowable SC Medicaid inpatient costs.

Effective for dates of service on or after October 1, 2011, qualifying
hospitals that meet the criteria of Section VI(N) will receive
quarterly supplemental enhanced payments for fee-for-service inpatient
hospital services.

Definitions Applicable to Inpatient Hospital and Residential Treatment
Facility Reimbursement

The following definitions will help in understanding the payment rates set
for inpatient hospital and residential treatment facility services:

1. Administrative Days - The days of service provided to recipients who
no longer require acute hospital care, but are in need of nursing
home placement that is not available at the time. The patient must
meet either intermediate or skilled level of care criteria.

2. Arithmetic Mean (average) - The product of dividing a sum by the
number of its observations.

3. Base Year - The fiscal year of data used for calculation of payment
rates. For the DRG payment " system rates effective on and after
October 1, 2C11, the base year shall be each facility's fiscal year
2010 cost reporting period and incurred inpatient hospital claims
for the period July 1, 2010 through June 30, 2011 paid through
August 5, 2011l. For the freestanding long-term psychiatric hospital
rates, the base year shall be each facility's 1990 fiscal year.

4., Burn Intensive Care Unit Cost Settlement Criteria - In order to
qualify for this cost settlement a hospital must satisfy all of the
following criteria. A hospital must:

e Be located in South Carolina or within 25 miles of the South
Carolina border;

e Have a current contract with the South Carclina Medicaid Program;
and

e Have at least 25 beds in its burn intensive care unit.

5. Capital - Cost associated with the capital costs of the facility.
Capital costs include, but are not Ilimited to, depreciation,
interest, property taxes, property insurance, and directly assigned
departmental capital lease costs. In no case shall the capital
amount include amounts reflecting revaluation of assets due to
change of ownership or leasing arrangement subsequent to September

1, 1984.

6. Case-Mix Index - A relative measure of resource utilization at a
hospital.

7. Cost - Total SC Medicaid allowable costs of inpatient services,

unless otherwise specified.
8. CRNA - Certified Registered Nurse Anesthetist.

9. Diagnosis Related Groups (DRGs) - A patient classification that
reflects clinically cohesive groupings of patients who consume
similar amounts of hospital resources. ‘

10. Direct Medical Education Cost - Those direct costs associated with
an approved intern and resident or nursing school teaching program.

SC 11-026

EFFECTIVE DATE: 10/01/11
RO APPROVAL: 0CT 2 8 2012
SUPERCEDES: SC 11-022
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Inpatient - A patient who hes been admitted to a medical facility
on the raccmmendaticn cf =z physician or a dentist nd who 1is
receiving rgvm, “oa d anc professicnal services in the :a:;lity. A
patient who i acute care facility and exp res while
in the f considered an inpatlen_ admission
regardless was overnight.

Inpatient Services - These items and servicec ordinarily furnished
by 2 hospital for the care and t of patients. These items
and services =zre provided ol dirsction of =z licensesd
practiticner in zccordance with & ”"—laWS- Such inpatient
services must be dedlcally ]ust'f =t mented by the rhysician's
records and mnmust comply with T ;rements of the state's
designated Feer Review Crganization (PRO). Emergency rcom services
are included in the inpatient rate only when a patient is admitted

from the emergency rocom.

Complex Care Services - Thcse services rendsred to patients that
meet the Scuth Carclina Level of Care criteria for lcng term care
and have multiple needs (i.e. two cr more) which fell within the
highest ranges cf disapilities in the criteria.

L nsed &35 a
h ina llcen51ng auth writy,
c primarily
engags iz es fo- cla:nosis and
treatment of men ; 7 Medicaid inpatlent acute
average lengtn cf : n tw y~five {25) days.

Low Income Utilization Rate - The sum of fractions a and b.

a. Numerator:

Tozal Mediczid inpatient and outpatlent chargss,
cnarges for Medicaid managed care, dual (Le;i,_: :
eligible, and. HMedicaid with anerclal insurance pa
plus cash subsidies for patient services received di
from stzte and local gcvernments.

Dercminatoxr:

Total inpatient and outpatient charges (including cash
subsidies} for patient services.

. HNumeretor:

Total Thcspital charges for 1nEatLe“' hospital services
attributakle to charity care less cash subsidies from "a"
above.

Denominator:

Total inpatient charges for patient services.

Cash subsidies are defined zs monetary contributions or

donaticns received by a hospital. Thesze contrikutions must
originate from stzte and local gcocvernments. : All
contributions recsived I be considered as cash subsidies.
If the funds are not designated for e specific type of
service (i.e. inpatient ssrvices), they shall ke prorated
bezsed con each type of service resvenus te the hospitzl's total
revenue (i.e. total inpatient resvenues divided by *total
patient revenueg).

sC 11-026
EFFECTIVE DATE: 10/01/11

RO APPROVAL: 0CT 2 3 2012
SUPERCEDES: SC 08-012
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Charity care is defined as care provided to individuals who
have no source of payment, third party or personal resources.
Total charges attributable to charity care shall not include
contractual allowances and discounts or charges where any
payment has been received for services rendered. An
individual application, client specific, must be taken and a
decision rendered in each applicant's case.

Medicaid Day Utilization Percentage - A facility's percent of
hospital Medicaid eligible inpatient acute days, including Medicaid
managed care days, dual eligible (Medicare/Medicaid) days, and
Medicaid with commercial insurance days plus administrative days
divided by total hospital inpatient acute days plus administrative
days. The source of patient day information will be the filed CMS-
2552 worksheet S-3, DHHS's MARS report, DHHS's administrative days
report and requested supplemental worksheets.

Medically Necessary Services - Services which are necessary for the
diagnosis, or treatment of disease, illness, or injury, and which
meet accepted standards of medical practice. A medically necessary
service must:

a. Be appropriate to the illness or injury for which it 1is
performed as to type and intensity of the service and setting
of treatment;

b. Provide essential and appropriate information when used for
diagnostic purposes; and

c. Provide additional essential and appropriate information when
a diagnostic procedure is used with other such procedures.

Outlier - A cost outlier occurs when & patient's charges
(converted to cost) exceed a specified amount above the base DRG
payment. The hospital will receive reimbursement for the outlier
in addition to the base DRG payment. The cost outlier payment
methodology is described in Section VI of this plan.

‘Outpatient - A patient who is receiving services at a hospital which

does not admit him/her and which is not providing him/her with room
and board services.

Outpatient Services - Those diagnostic, therapeutic, rehabilitative,
or palliative items or services furnished by or under the direction
of a physician or dentist to an outpatient by an institution
licensed and certified as a hospital. This service will include both
scheduled services and the provision of service on an emergency basis in
an area meeting licensing and certification criteria.

Principal Diagnosis - The diagnosis established after medical evaluation
to be chiefly responsible for causing the patient's admission to the
hospital.

SC 11-026
EFFECTIVE DATE: 10/01/11

ro aperovarn:  (CT 2 8 2012

SUPERCEDES: SC 09-012
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Psychiatric Distinct Part - A unit where psychiatric services are
provided within a licernsed and certified hospital. Patients in these
units will be reimbursed through the DRG payment system.

Bsychiatric Residential Treatment Facility - An institution primarily

engaged in providing psychiatric services for tne diagnosis and treatment

f mentally ill perscns whe. reguire less tnan hospital services.

lMedicare certification is nct “e~u1red Effe:Tl"e April 1, 1984 in-state
s = ‘

psychiatric re
by DHEC in order to receive MedlCuld reimbursement
Plan Attachment 3.1-C, page 9.

Psychiatric Residential Treatment Facilities are neither acute czre ncr
long-term care facilities. A Psychiatric Residential Treatment Facility
is a facility that is accredited by the Joint Commission cof Accreditation
of Hezlth Care Organizaticns (JCAHO), The Council con Accreditation of
Se ! 1 Commission cn
AT cperated cr the

r

s

age fcr inpatient
psychiatric servicss & for Part 441,
Length of stazy in sychiatric I iential tment Facility msy range
from one (1) month tc mcre than twelve 12} months depending upon the

ad
individual's psychiatric condition as reviewsd every 30 days Dby a

inclusive rate will provide reimbursement for all treatment related
the gpsychiatric stay, psychiatric professional fees, and sll <drugs
prescriked and dispensed to a client while residing in the Residential

Treatment Facility.

Psychiatric Residential Treatment Facility All-Inclusive Rate - The ali-

Rural/Urban Commuting Area (RUCR] Class — Rural /Urkzn Commuting
se by the University of Washington, Rur
Health Research Center, 200&8. 2ZIP Version 2.0, 2006 was used
g which reflect commuting patterns, were

rlaced intc four rural/urban classes - Urban, Largs Rural, Smell
Rural, and Isclated Rural.

Short Term Care Psychiatric Hospital - A licensed, certified hospital
providing psychiatric services to patients with average lengths of stay
of twenty-five (25} days or less. Patients in these hospitals will be

-~

imbursad through the CDRG payment system.

tn

pecizl Care Unit - A unit as def fined in 4z CFR 413.53 (d).

Standard Deviation - The square root cf the sum of the squares of
the deviztion from the mean in a frequency distribution.

Teaching Hospital - A licensed certified hospital currently
operating an zpproved intern and resident teac hing program or a
licensed certified hospital currently cperating an approved nursing

or allied hezlth education program.

SC 11-026
EFFECTIVE DATE: 10/01/11

RO APPROVAL: OCT 28 2012
11-014

SUPERCEDES: SC



ATTACHMENT 4.19-A
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IITI. Services Included in the Hybrid Payment System

1. Acute Care Hospitals

The DRG payment system rates will include all services provided in
an acute inpatient setting except:

a. Professional component, including physician and CRNA services
and any other professional fees excluded under Part A
Medicare.

b. Ambulance, including neonatal intensive care transport.

2. Psychiatric Residential Treatment Facilities

The per diem reimbursement rate will be the “all-inclusive” rate as
[: defined in Section II, paragraph 30 of this plan. :]
IV. Data Sources and Preparation of Data for Computation of DRG Payment
System Rates

Computation of DRG payment system rates under this plan will require
the collection and preparation of the following data elements: per
discharge DRG list including relative weights, Medicaid inpatient cost
to charge ratios adjusted for April 8, 2011 and July 11, 2011
reimbursement changes, July 1, 2010 through June 30, 2011 incurred
inpatient hospital claims with a run out date of August 5, 2011,
hospital specific add-ons, case mix index, and an upcode adjustment
factor.

A description of the source documents for the required data elements
and the steps necessary for preparing the data for the rate computation
described in Section V of this plan is presented in the following
subsections.

A. Per Discharge DRG List

The .DRG payment system will establish payment based upon a hospital
specific and/or statewide average per discharge rate. Effective for
discharges incurred on or after October 1, 2011, the Medicaid Agency
will determine inpatient hospital claim payments based upon the DRG
listing contained within version 28 of the APR-DRG grouper. Hospitals
eligible to receive a hospital specific per discharge rate will include
hespitals that are eligible to receive retrospective cost settlements
(which are limited to the July 11, 2011 applicable percentages of
allowable Medicaid reimbursable costs) and out of state border
hospitals with SC Medicaid inpatient utilization of at least 200
inpatient claims during its HFY 2010 cost reporting period.
Additionally, SC free standing short term psychiatric hospitals and SC
long term acute care hospitals, with a minimum SC Medicaid inpatient
utilization of at least 10 incurred claims during July 1, 2010 through
July 31, 2011, will also receive a hospital specific per discharge
rate. All other contracting/enrolled hospitals (i.e. out of state
general acute care, new SC general acute care hospitals coming on line
after 2010, and all other short term psychiatric and long term acute
care hospitals) will receive the statewide average rate.

SC 11-026

EFFECTIVE DATE: 01/
2o ropmowan: — 0CT 9°8 22
SUPERCEDES : SC 08-034
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Allowable Inpatient Costs

For =acute care, freestanding short term psychiztric, and long term
acute care hospital inpatient rates effective on and after October 1,
2011, allowable inpatient ccst information of covered services from
ezch hespital’s FY 2010 cost repcrt will serve as the pasi for
cempoutation of the hospital specific ver discharge rate and the
statewide average per dischargs rzts standing shert term
psvchiatric, lcong term zcute care & i SC acute care
hospitals as well as out ¢f state cor hespitals with
id £ t claim utilizati 1¢ claims and a

sis. The source

report were ussed
T3

varpl
QA

be the CMS-2552,
locwable lMedicaid

o i

i i Tl Medicare /Medicaid
vatient costs will be determined
Reimbursement Manual Publicaticn 15. Howsver, no adjustment will be
made *+to carve out the private room diffsrential costs. For
clarification purpcses cne hundred percent c¢f the Scuth Carclina
general acute care hospital provider tax be considered an
zllowable Medicaid ¢ Medicars's recent policy change relating to

tha inclusion of Medicald ' labcr and del days in the

[¢]
n
t

Medicar propcrtionate  Share  calcul or

reporti ds beginning cn and after Cctcber ha

impact calculation of allowable hos

ccsts beginning on and after Octcbker 1, 2009. con

tc deterx atient days £or maternity patients in nce

the prov cf the Provider Reimbursement Manual se

2205.2. isnt allcwaklsz costs, charges and stat wi

extracted from the ccst regort and prepared for the rate utations
lowin ' delinss., The FY 2010 ! %3 paid

T

using the fol
=

ng generzl gu

i . S
2 rsport ZIcor each =acute care hosp

claims summary data Isg ntified
beve will alsc be ussd during the anslysis.,

1. As filed total £a: Lty from each facility's
FY 201G i b 13- cst  report. Total
inpatient ' co & peratin ital, direct
medical educaticn, ~ di i T s. Swing becd
and Administrative Day payments are deducted e adult anc
pediatric cost center on the CHM3-ZF iell as CRNA costs
identified under EI, cclumn ZC. Obse s reclassified.

¢}
=
t
o)

-
o]
i
Q
[o]
0}
ct
-

2. As filed total facility costs will be allocated to Medicaid
inpatient hospital cost using the following methods.

a. A ccst-to-charge ratic £ c
computed ky dividing tctal costs as ad
by total as xrepcried on Werkshest C This cost-tec-

o 1
~ravoa

charge ra 111 then be multiplied &y SC Medicaid covered
charges = reported c¢n Worksheet DII or D-4 for Medicaid
inpatient lary charges) to yield total SC Medicaid

ary ccests. i

irpatient an&

b. SC Mediczid recutine service costs will be computed by cividing
sach routine cost center by total patient aay of the
apclicable routine cost center and then multiplying by the
applicable SC Medicaid ceversd patient days. Tctal 3C Medicaid
routine i ' the 3C

ble o
costs will represent the accumulation of
Medicaid cost determined from each zapplicabls rcutine cost
center.

sC 11-026
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3. The SC Medicaid inpatient cost-to-charge ratio, which reflects
100% of allowable Medicaid costs (including DME and IME) will be
determined by taking the sum of the SC Medicaid routine service
costs and inpatient ancillary costs and dividing this amount by
the sum of the SC Medicaid covered routine service charges and
inpatient covered ancillary charges.

4. Next, for non teaching hospitals, the inpatient hospital cost to ]

charge ratio as determined in step 3. above will be reduced by

either the April 8, 2011l payment reduction amount (i.e.3% of all

costs) or by the July 11, 2011 payment reduction amount (i.e. 7%

of all costs) as defined under Section I. (C), Overview of

Reimbursement Principles, paragraphs (1) b., c., d., and e.

5. Next, for teaching hospitals as defined by the state plan, the
inpatient hospital cost to charge ratio as determined in step 3.
above will need to be broken out into two inpatient hospital
cost to charge ratios consisting of base operating costs
(including capita) and Graduate Medical Education costs
(including Direct and Indirect). Therefore, Direct Medical
Education costs as reported on worksheet B Part I are identified
and removed from total allowable facility costs as reported
under worksheet B, Part I, column 25 to determine base operating
costs. Next, to determine the amount of Indirect Medical
Education costs of teaching hospitals with an intern and
resident training program, the base operating costs previously
described will be multiplied by the Indirect Medical Education
formula described in Section II 16. The amount of Indirect
Medical Education costs as determined in this computation will
be removed from base operating costs and then added to the
amount of Direct Medical Education costs to determine Graduate
Medical Education costs. Next, routine per diems and ancillary
cost to charge ratios will be developed for both base operating
costs and Graduate Medical Education costs based upon the
methodology previously described in this section and multiplied
by covered Medicaid inpatient hospital days and covered Medicaid
inpatient ancillary charges to determine two Medicaid cost pools
- one for base operating costs and one for Graduate Medical
Education costs. Next, in order to determine the Medicaid
allowable inpatient hospital cost, the individual cost pools
will be reduced by either the April 8, 2011 payment reduction
amount (i.e. 3% of all costs) or by the July 11, 2011 payment
reduction amount (i.e. 7% on base and 12.7% or 0% on Graduate
Medical Education costs) as defined under Section I. (C),
Overview of Reimbursement Principles, paragraphs (1) b., c., d.,
and e. Finally, the two adjusted Medicaid cost pools will be
summed and divided by total Medicaid inpatient hospital covered
charges to determine the Medicaid inpatient hospital cost to
charge ratio for use in the October 1, 2011 rate setting.

In a separate computation, a cost per day will be determined for
prospective reimbursement to free~standing long-term care
psychiatric facilities based on 1980 cost report data.

SC 11-026
EFFECTIVE DATE: 10/0&/11 ,
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C. Inflation

1. DRG Payment System
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For the DRG vayment system rates effective October 1, 2011, no

will be applied.

2. Free-Standing Long-Term Psychiatric Hospitals

Period

10/1/8% - 9/30/80
10/1/90 - 2/30/91
10/1/91 - 8/30/52
10/1/92 - 9/30/83
10/1/93 - 9730/

O
W

Because these rz
will be adjusted

The follecwing calculaticns are
reimbursement period.

a. To c"mpensa for vearying fiscal year e:
fis cst } djusted to
;c' 1) . Fer example,
fi n addi onal int
it Tl fa:tor
th AIT W 43 £/30
resulting it o] ltlpllea
EPS factor This factor
sum c¢f <the wvaluss derived from
months of FY 1990) and multiplying
1991).

ong-term psychiatric
the FY 1280 SC Medicaid inpa

as follcws

the annual

hospital zrates,
tient cost tc

"‘ 0

TEFRA Non-PPS
Rate of Increase

.2%
4%
7%
7%
. 9%

[T NI ST 8 |

es of increass zre based on the Federal fiscal year, they
tc ccincide with the State fiscal year.

performed tc adjust FY 1990 costs to the

tllL be ca;cu;a-:d by adding
multiplying 5.2% tim
£,4% times 3/12 (3 n

b. A facter will be calculated to inflate
1980 fiscal vyear) o January 1, 1984

(midpoint of Decsmber 3
{midpoint of June 30 1ee
wr

factor.

i. 3/1z2 x .C52

{three months of the FY 1990 rate of

ii. 12/12 x .(044

these numbers

1299

of a single

with =z /330
& .

appllcgble

costs from July 1, 19¢C

fiscal vear). Adding 1.00 to a thrcugh e

together calculate this

increase)

(twelve menths of the FY 1991 rate of increase)

SC 1l-C26
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iv., 12/12 x .047
(twelve months of the FY 1993 rate of increase)

v. 3/12 x .049
(three months of the FY 1994 rate of increase)

This factor 1.173522 is applied to Medicaid cost in the rate
calculation.

2. In subsequent rate years, the DHHS will inflate the long-term
psychiatric hospital rates using either the DRI Hospital
Market Basket, the TEFRA Non-PPS rate of increase or an
inflation factor set by the DHHS.

The long-term psychiatric hospital base rates (excluding add-
on components) shall be updated as follows employing the
midpoint-to-midpoint inflation policy:

FY 1994-1995 0.0%
FY 1995-1996 6.0%
FY 1996-1997 0.0%
FY 1997-1998 4.0%
FY 1998-1999 0.0%
FY 199%-2000 15.0%
FY 2000-2001 1.0%
FY 2001-2002 7.0%
FY 2002-2003 0.0%
FY 2003-present 0.0%

DRG Relative Weights

The relative weights used for calculating reimbursement for hospitals
paid under the DRG payment system will be the corresponding national
relative weights (released in October 2010) of version 28 of the APR-
DRG grouper. Relative weights will be reviewed annually and updated
as needed at the same time -as the DRG grouper is updated.

SC 11-026
EFFECTIVE DATE: 10/01/11
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Medizzid Case-Mix Index

L case-mi index, which is =& reTa“ive measure of &a hospital’'s
resource use, will be used to adiust the per discharge cost amounts
to the statewide average  czse-mix. For each hospital the per
discharge case-mix index will be vumv_ted by multiclying the number
cf incurred SC Me ' y
2210 through June

amounts and dividing by the sum of the tof e discharges.
Version 28 of the APR-DRG grouper znd the ccorresponding national

e
relative weights (released n  Octcoer 2010 were used in the
calculatiocn of the case mix index for each hospital.

Psvchiatric Residential Treatment Facility Costs

Psychiztric residential treatment facility per diem reimbursement
ratas, effective for dates cf service beginning on or after 0%8/01/88
shall be calculated using each faclliity’s desk-reviewed cost report
datz reflecting allowskls costs in &acco rdance with CMS Publication
15-1 znd the all-inclugive rate def £l from
facility's 1887 CMS-233Z (Med

exception when applicable e

sulkbseguent pericd ccsts;. If arpliczak 2

and applied to the RTF rate for ssrvic v Tl T program

. These zadd-ons will Db

subsequent to the 1287 cost reporting a e
o) and/cr budgeted ccst  and

calculated wusing future .cost reps
statistical data.

bursement Rat

Inpatient Hospita

cn of the hybrid payment system rates will requ

re twe
ds - one for comeutation of the hospital specifi

if per

Q

discharge rates, and z second for ccomputation of the statewide per
dism rate for fraestanding long-term care psychiatric facilities.

n the computation of the

The folleowing methodcicgy i1s emplovad
effective October 1, 2011:

hespital specific per discharge rates

h
Hh -

a. The hospital specific per discharge rztes will continue tc be
calculated £l ' sed interim payments aspproximate the
Department’ d percent c¢f allcwable Medicaid costs for
each eligikle hospital as descrited under section VI (I).

b. The adjusted hospital fiscal year 2010 Medicaid inpatient
nocspital ceost to charge ratio cf sach nospltaL, as dsscribed
in Section IV (B (4 and (5), is multiplied kv each
hespital’s Medicaid  inpatient hospital covered charges based

o

upon  discharges incurred during the period July 1, 2010
June 32, zZ011.

sC 11-026
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The Medicaid allowable inpatient cost determined in (b) above
is reduced by three percent (3%) to determine the annual cost
target to be used for each hospital eligible to receive a
hospital specific rate. The three percent reduction is applied
to take into account the difference between the cost report
year and the claims data period.

Next, as a starting point, an initial estimated hospital
specific per discharge rate was established for each hospital
and was used to reprice each hospital’s incurred hospital
claims for the period July 1, 2010 through June 30, 2011 using
the payment criteria reflected below. The total claims payment
amount for each hospital was then compared to each hospital’s
allowable cost target to determine whether to increase or
decrease the initial estimated hospital specific per discharge
rate. Model simulations were run for each hospital until each
hospital’s total c¢laims payment amount, using the final
hospital specific per discharge rate and the incurred
inpatient hospital claims for the period July 1, 2010 through
June 30, 2011, equaled each hospital’s allowable cos*t target.

1. DRGs as defined by version 28 of APR-DRG drouper as well
as the corresponding national relative weights;

2. Hospital specific case mix index as determined from the
use of the grouper and relative weights as described in
1 above;

3. The effect of the wupdated <cost’ outlier payment
methodology as well as updated cost outlier thresholds
as outlined in Section VI (A) of the plan;

4. Transfers and same day and one day stays reimbursed in
accordance with Section VI (B and C) of the plan.

5. An upcode adjustment factor of two percent (2%) was
built within the October 1, 2011 per discharge rates.

Next, once each teaching hospital’s specific per discharge
rate was determined in accordance with {(d) above, the Direct
Medical Education and Indirect Medical Education rate
components for each hospital was developed by taking the
calculated hospital specific per discharge rate and breaking
the rate down into three components (i.e. base, DME, and IME)
based upon ‘the percentage of each hospital’s base operating
cost, DME cost and IME cost to total allowable facility costs.

For all other hospitals that did not receive a hospital
specific per discharge rate, a statewide per discharge rate
was developed by first multiplying the base operating cost
component of each hospital receiving a hospital specific per
discharge rate by the total number of its discharges used in
the October 1, 2011 rate setting (i.e. July 1, 2010 through
June 30, 2011 incurred paid claims). Next, the sum of the
calculated base operating cost amounts for all hospitals was
divided by the sum of the discharges for all hospitals to
determine the statewide per discharge rate effective October
1, 2011.

The rate determined above is multiplied by the regular weight
for that DRG to calculate the reimbursement for DRG claims.

sC 11-026
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Diem Prospective Payment Rate - Long-Term Psychiatric

Facilities

Only freestanding long-term care gsychiatric facilities are included
in this computation.

e

Adjusted Medicaid inpatient rocom and koara co
across all participating freestanding

psychiatric facilities. The number of day
across these facilities and the result
total adjusted costs tc yield the statewide averazge per diem.

Hospital specific factors are addec tc the base rate, as was
the case in Secticn V A. HMedicaid days for freestanding long-
term care psychiatric facilities are substituted in each
cemputaticn for discharges. eestanding ‘long-term care
psychiatric  facilities provi il : an
ancillary add-on is addec ry
add-on is calculated in th ME
and IME zdd-ons. The ancill ol
made will only spply to Py
drugs, medical suppliss, fiecd
separately within the provids tined
wirzhin the =routins cost ha Each 1g care
ncspitals allowable ancillary service cost will be
indiridualls

v on 3 per diem kasis based upon its
cocsts and actual occupancy.

Tc determine the amount of reimbursement Ifor

claim, the numl cert i days ©f stay is

the per diem icng-term care psychiatric (

outlier paym be made for reimbursemsnt to lcng-term
care psychia lities. Effective for services provided
o znd after 2011, private and ncn-prefit long-term
care rsychia iities will receive ninety-séven psrcent
{(87%; of 1, 2010 rate. Effective fcr services
provide er .July 11 2911, ths long-term psych
hospitsa rate will regresent ninety-three percent
(93%) o ber 1, 201C per dilem rate zreslating to kase zas
well as apital xrelated costs except for the capital
associzte! Cir it 1 Educaticn (DMEi. DME costs
[includ capit icn? and Indirect Medical
Educatior T cos rith internsiresidents and
allied health alliznce cgrams will no lenger ke
considered an allowakble Medicald reimbursakle cost for cut of
state long term psvch hospitals. SC lion rm ching
hospitals per diem rate will .represent net vercent
{93%) of the Cctober 1, 2010 per diem ra lating to base as
well as 1 capital elated <cocsts ex fcr the capital
associat i Medical Educat DME} . DME costs
(includi related porticn! d Indirect Medical
Educatic ) asscciated with erns/residents and
allied raining programs 1 be reimbursed at
eighty~-seven.three nt (27.3%; cf the tcber 1, 2010 add-

T 1

0
o
A}
=
0 b
j
3
ct
1%

Governmental long-term care psychiatric hospitals will not be
impacted by this change.

sC 11-026
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Psychiatric Residential Treatment Facility

A per diem rate will be calculated for each South Carolina contracting
psychiatric RTF. The rate will be calculated using allowable 1997
base year cost and statistical data as reported on the CMS 2552 cost
report trended forward. The rate will cover all costs included in the
“all-inclusive” rate definition. An occupancy adjustment will be
applied if the base year occupancy rate is less than the statewide
average occupancy rate. If applicable, add-ons may be applied to the
RTF rate for services required by the RTF program subsequent to the
1897 cost reporting period. State government owned and operated
facilities, non-state government owned and operated facilities and new
facilities will receive special consideration as specified below.

Each facility's occupancy rate will be calculated. If a facility’'s
occupancy rate is less than the statewide average RTF occupancy rate,
the routine cost and physician cost (if separately identified) will be
adjusted to reflect RTF days at the statewide average occupancy level.
The ancillary cost centers (if separately identified) will not be
subject to an occupancy adjustment and thus will be subject to the
RTFs’ actual occupancy rate. No occupancy adjustment will be made for
state government owned and operated facilities and non-state government
owned and operated facilities.

The 1997 base year psychiatric RTF costs will be inflated using the CMS
Market Basket Indices. The base year cost will be inflated through
12/31 of the base year and then the midpoint-to-midpoint inflation
method will be used to inflate the rates from the base year to the rate
period. If applicable, ‘add-ons will be inflated forward. The midpoint-
to-midpoint inflation rates are as follows:

FY 1999-00 6.37%
FY 2000-01 11.43%
FY 2001-07 0.00%

Effective September 1, 2008, the psychiatric RTF rates will be
increased by 7.12%. Effective for services provided on and after April
8, 2011, all non-state owned governmental and private psychiatric RTF
rates will represent ninety seven percent (97%) of the October 1, 2010
psychiatric RTF rate.

1. Facility Rate (eicluding state government owned and operéted, non-
state government owned and operated and new facilities).

For clarification purposes, the per diem reimbursement rate will
be calculated in two steps and +then summed. The per diem
component relating to routine and physician costs (if separately
identified) will be calculated by dividing the allowable base year
cost by the greater of actual bed days or the occupancy ajusted
bed days. The per diem component relating to ancillary costs (if
separately identified) will be calculated by dividing the
allowable base year cost by the facility’s actual bed days.
Inflation will be applied to the sum of the two components using
the mid-year method. If applicable, add-ons may be applied to the
RTF rate for services required by the RTF program subsequent to

sC 11-026
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the 1997 cost repcorting period. These add-ons will be subject to
an occupancy adiustment, if applicable, and will be inflated from

the period the cost was incurred.

Z. State Gecvernment Cwned and Operated Facility Rate

The per diem reimbursement rate will be calculated by dividing
total allewable cost by actual bed days. No occupancy adjustment
will be made.

3. Non-State Government Owned and Operated Facility Rate.
The per diem reimbursement rate will be calculated by dividing
total alliowable cost by actual bed czvs. No occupancy adjustment
will e made.
4. New Facility Rate
RTFs enrolled in the SCDHHS Medicaid program subsequent to the 1887
base vear will be reimbursed the statewide average RTF rate.
Special Payment Provisions
A. Pavment for Outlier Cases — Per Discharge DRG Cases
Favments in additicn to the kas reimbursement are availabls tc
a facility for covered inpat rvices provided to a HMedicaid

recipient if the follcwing con zre met.

a. The hospital’s adjusted cost for a claim exceeds the sum of
the DRG thrsshcld and DRG reimbursement. For hospitals which
receive its own hospital specific per discharge rate, the

i ted cost is derived by applying the adjusted
cost c T G 3¢
by applyving the
adjusted .2879 =effective
Ccteber
b. The cost outlier thresholds were calculated using the

following methodolcgy:

° Inpztient hespit
during July 1,
kasis for the c

° Calculate the average cost and standard deviation for
each DRG.

° hzs 25 or more stays, set the initial cost
ireshold at the average ccst plus twoe standard
deviations.
] For DRGs with 235 c¢r mcre stays, calculate the median
ratio of the calculated threshold tc the averags cost.
The result from this dataset is Z2.20.

sc 11-026
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L For DRGs with between 24 and 5 stays, set the initial
cost outlier threshold at the average cost times 2.30.

) For DRGs with fewer than 5 South Carolina stays but some
stays in the national dataset, estimate the average cost
of these DRGs at average national charges times 35%,
which is a reasonable cost to charge ratio based upon
South Carolina data. For these DRGs, set the initial cost
outlier threshold at estimated average cost times 2.30.

° For DRGs with no stays in the naticnal dataset, set the
initial cost outlier threshold as the estimated average
cost, of a closely related DRG times 2.30.

® If the initial threshold is below $30,000, set it at
$30,000. If the initial threshold is above $90, 000, set
it at $90,000. If the initial threshold is between
$30,000 and $90,000, leave it as is.

2. Additional payments for cases meeting the conditions in la above
(cost outliers) will be made as follows:

a. If the hospital discharge includes cost beyond the sum of the
threshold and the DRG payment for the applicable DRG, an
additional payment will be made to the provider for those
costs. A special request by the hospital is not required in
order to initiate this payment.

b. Charges for any services identified through utilization
review as non-covered services, will be denied and any
outlier payment made for these services will be reccovered.

c. The additional payment amount for cost outlier shall be
derived by multiplying 60% of the difference between the
hospital's adjusted cost for the discharge less the threshold
described in 1 b of this section less the DRG payment amount.
The hospital's total payment for the case will be the DRG
rate specified in Section V plus the outlier payment as
described in this section.

B. Payment for Transfers

1. Special payment provisions will apply when a patient has been
transferred from one hospital to another.

sC 11-026
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A hospital inpatient will be considered "transferred" when
the patient hs been moved from cne zcute inpatient facility
to ancther acu 1131 Movement of a patient
from the general cut c hospital to an acut
psychiztric r ' '

censtitute a

B
m

ar

LS

wQ

wice veIrsa} Wt

(%)

A hospital that o a2 transfer =znd sub<eq“ently
discharges that individual will be ccnsidered the discharging
hospital. L1l other hospitals that admit the suksequently
transferrsd patient during a single spell of iliness wWill be
cornsidered transferring hcspitals.

ment to a freestanding leng-term care psychiatric facility that

tra nsfe*s cr discharges a patient will be kassd on its per diem

Any
the
for

3 T fad e d
in agccrdance with Section V.

.ent to a general hecspital for a transfer claim under the
id payment system will be as follcows:
A nocscital that transfers a patient will be paid & per diem
rate for the aporopriaie DRG in accordance with Section V of
this rlan. The per diem rate Zfor claims being paid per
discharge is determined by dividing the hospital's tcotal DRG
cayment rate as described in Secticn ¥ by the averacge length
of stay for that CREG.
A hcspital that receiwves g transfer patlentAand sukseguently
discharges the patient will ke paid the full pa ent for the
appropriate DRG in accordance with Section 7.

hospital invclved in the transfer of an individual, either as
transferring cr as the receiving hospital, may alsc qualify
outlier payments as described in A of this section.

vment for Readmission

first admission may te modified or denied if it is dete_ulned that
the first admission invclved a premature discharge that resulted
in the readmissicn. This azpplies to bkoth .per diem and per

section will not apply in cases where & patient leaves the
inst medical advice.

Pavment for Same-Day Discharges

Special payment provisions will apply for patients discharged on the

same day they are admitted. In these cases the hospitzal

i1l be paid

Wi
one-half of the appropriate DRG day. This amount will bes determined

sc  11-026
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by multiplying the applicable DRG relative weight by the hospital
discharge rate and dividing by twice the average length of stay for
the DRG. However, when a patient is admitted and discharged, and
subsequently readmitted on the same day, the hospital will be paid
only one per discharge or per diem payment as appropriate.

. Payment for Swing Bed Days

Acute care facilities will be reimbursed for qualifying skilled and
intermediate care Medicaid patients in accordance with the daily rate
schedule shown below.

Octobexr 1, 2003 - September 30, 2004 116.13
October 1, 2004 - September 30, 2005 121.92
October 1, 2005 - September 30, 2006 129.16
October 1, 2006 - September 30, 2007 136.24
October 1, 2007 - September 30, 2008 141.52
October 1, 2008 - September 30, 2009 146.98
October 1, 2009 - September 30, 2010 153.57
October 1, 2010 - April 7, 2011 154.67
April 8, 2011 - October 31, 2011 150.03
November 1, 2011 - 150.53

This rate calculation is described in the Nursing Home State Plan
Attachment 4.19-D.

Payment for Administrative Days

Acute care facilities will be reimbursed for Medicaid eligible
skilled or intermediate patients who no longer require acute. care and
are waiting for nursing home placement. Administrative days must
follow an acute inpatient hospital stay and will be covered in any
hospital as 1long as a nursing home bed 1is not available.
Reimbursement for administrative days is described below.

1. Each administrative day will be paid in accordance with the rate
schedule shown below. This daily rate will be considered payment
in full. There will be no cost settlement. This rate is a
combination of the swing bed rate, as defined above, plus the
trended Alternative Reimbursement Method (ARM) rate for
pharmaceutical services.

October 1, 2003 - September 30, 2004 123.57 (ARM 7.44)
October 1, 2004 - September 30, 2005 129.75 (ARM 7.83)
October 1, 2005 - September 30, 2006 136.99 (ARM 7.83)
October 1, 2006 - September 30, 2007 144.07 (ARM 7.83)
October 1, 2007 - September 30, 2008 149.71 (ARM 8.19)
October 1, 2008 -~ September 30, 2009 155.56 (ARM 8.58)
October 1, 20092 - September 30, 2010 162.55 (ARM 8.98)
October 1, 2010 - April 7, 2011 163.83 (ARM 9.16)
April 8, 2011 - October 31, 2011 158.92 (ARM 8.89)
November 1, 2011 - - 159.42 (ARM 8.89)

2. Patients who require more . complex care services will Dbe
reimbursed using rates from the following schedule.

October 1, 2003 - September 30, 2004 188.00
October 1, 2004 - September 30, 2005 197.00
October 1, 2005 - September 30, 2006 206.00
October 1, 2006 - September 30, 2007 215.00
October 1, 2007 - November 30, 2008 225.00
December 1, 2008 - April 7, 2011 364.00
April 8, 2011. -. September 30, 2011 353.08
October 1, 2011 - 450.00

This rate calculation is described in the Nursing Home State Plan
Attachment 4.19-D., Section III I.
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This per diem rate will represent payment in full and will nct be cost
settlied.

Payment for One-Day Stay

Reimbursement For cone-day stavs (except deaths, £false labor (565-1 to
=

5&85-4}, ncrmal del '"Gr*es {55 £0-4 and 541-1 to 241-4)) and normal

newborns (640-1 %o -4 will be reimbursed a DRGC per diem. A DRG per
diem is equal to reizyursement for applicable DRG divided by the average

length of stav for that DRG.

New Facilities/New Medicaid Providers

Payment rates for facilities that were not in operation or not
contracting with the SC Medicaid Program during the base year will be
determined as follows:

a. For hospitals under the CRG payment system, the per discharge
payment rate will be set at the applicable statewids arerage per
discharge rate (i.e. rteaching with intern/resident . pregram
teaching without intern/resident program, and non- teaching).

b. For fresestanding long-Term care psychistric Zfacilities, payment
will be atr the statewide average rer diem for long term care
psvchiactric facilities - plus praje::ed capital and medical
education costs zs applicable.

C. For Residential Treatment Facilities, payments will be based on a
statewide average of all the RTF rates

-

Retrospective Hospital Ccst Settliements

Effective for services gprcvided on or a”re?v ctober 1, 2037, the
fcll:xing types of hospitals will receive retrospective Medicaid
inpatient ccst settlements. In calcurarlng these settlements, allowable

cost and peyvments will be calculatnd in accordance with the methodolog"
described in Sscticon VIII.

e 11l SC general acute care hcspitals contracting with the =C
Medicaid Program that qualify for the SC Medicaid DSH Program
will receive retrospective ccst settlements that, when added to
fee for service znd non feese for service adjustaent}
vayments (other than payments authorized in VI{T)) 11
represent one hundred percent (100%; of each s allcwzble
3C Mediceid inpatient costs. However, effsctis for discharges
scourring on or after July 11, 2011, =aill SC acute care
hospitals except those  designate: critical access
hospitals. SC isclated rural a“ t it as defined
by Rurzl/Urban Commuting { iarge rural
nospitals as defined by R classes and
located in 2 Heslth Frofss for grimary
care for tectal populaticn, and gualifying intensive car
unit hospitals which contract with the 8C M Pregram will
receive retrcspective ccst settlements, that, dded to fee
for service and non fee for service paymen .e. interim
estimated ccst settlements paid via gross ents:, will

present o t i g zllowakls

j Ts e Costs as

well as a1l capital related costs exceyt for the capitzal

associated with Direct #edical Education (DME:. The DME and IME
cost compcnant of these SC general acute care hospitals with
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interns/residents and allied health alliance training programs will
be retrospectively cost settled at eighty-seven.three percent (87.3%)
of allowable SC Medicaid inpatient hospital DME (including the DME
capital related costs) and IME costs.

Effective for discharges occurring on or after July 11, 2011, SC
general acute care hospitals designated as SC critical access
hospitals or those identified as SC isolated rural and small rural
hospitals as defined by Rural/Urban Commuting Area classes will
continue to receive retrospective cost settlements that represent
ninety-seven percent (97%) of allowable SC Medicaid inpatient costs
which includes base, capital, DME and IME costs. Additionally,
certain SC large rural hospitals as defined by Rural/Urban Commuting
Area classes and are located in a Health Professional Shortage Area
(HPSA) for primary care for total population will continue to receive
ninety-seven percent (97%) of allowable SC Medicaid inpatient costs
which includes base, capital, DME and IME costs.

Effective for discharges incurred on or after October 1, 2011, SC
large rural hospitals as defined by Rural/Urban Commuting Area
classes with total 1licensed beds of 90 or 1less will receive
retrospective cost settlements that zrepresent ninety-seven percent
(97%) of allowable SC Medicaid costs which include base, capital, DME
and IME costs.

All qualifying hospitals that employ a burn intensive care unit that
contract with the SC Medicaid Program will receive retrospective cost
settlements that, when added  to fee for service and non fee for
service (i.e. adjustment) payments, will represent one hundred
percent (100%) of each hospital’s allowable SC Medicaid inpatient
costs. However, effective for discharges occurring on or after July
11, 2011, the retrospective cost settlement amount for qualifying
hospitals with a burn intensive care unit will continue to be limited
to ninety-seven percent (97%) of allowable SC Medicaid inpatient
costs which includes base, capital, DME and IME costs.

All SC psychiatric hospitals owned by the SC -Department of Mental
Health contracting with the SC Medicaid Program that qualify for the
SC Medicaid DSH Program will receive retrospective cost settlements
that, when added to fee for service and non fee for service (i.e.
adjustment) payments, will represent one hundred percent (100%) of
each hospital’s allowable SC Medicaid inpatient costs.

Effective October 1, 2010, all non-state owned governmental long-term
care psychiatric hospitals will receive retrospective cost
settlements that, when added to fee for service and non fee for
service (i.e. adjustment) payments, will represent one .hundred
percent (100%) of each hospital’s allowable SC Medicaid inpatient
costs.

Effective October 1, 2010, contracting out of state border hospitals
with SC Medicaid fee for service inpatient claims utilization of at
least 200 claims, contracting SC long term acute care hospitals, and
contracting SC short term and long term freestanding psychiatric
hospitals (excluding SCDMH psychiatric hospitals and non-state owned
governmental long-term care psychiatric hospitals) will not qualify
for retrospective cost settlements. However, an annual analysis will
be performed each cost reporting year to ensure that Medicaid
reimbursement under the hybrid payment system does not exceed
allowable Medicaid inpatient costs. However, effective for
discharges occurring on or after July 11, 2011 by contracting out
of state border hospitals that have SC Medicaid fee for service
inpatient claims.
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east 200 claim analysis will be
t  reporting ¥ : ensure that Medicaicd
t i23%! of allowable

- ~ . -
edicaid inpatient costs relating well as &ll capital
ated costs except for the capital associated with Direct Hedical
ation <(DME}. DME ccsts tincludis T apital relszted i i
Indirsct Mediczl Education t associated
interns/residents and aliied health n ning program
nc longer be considered an allowable Medicaid reimbursable
cut of state porder heospitals. For inpatient hospital 4o
CCCh i It Jul i1, 201t ©y 8C long term acutl
ncs an shert-term psvchiatric hospitals,
star ic hospitals, an annual analysis
per ting vear tc ensure hat Hedicaid
reil i ninetv-thres percent (93%) of allowable
37 Medicaid inpatient costs relating tc kase as well as all capital
related costs except for the capitel asscciated with DME. The DME and
IME ccst component of the 8C leng t acute hespitals and the
SC fresstanding d i a i

associated with inte

programs will be reccg

2L L

For clarification purposes, the SCDHHS i pay ching hcspitals for SC

Medicaid graduate medical education

Medicaid 1CC members. The managed care
1

same as the mediczl education payment

11 be calculzted the
the fee-for-servrice

program. It will be based on- guarter inpatie: laim reports submittsd
by the MCO zand the direct and/or 1dd * medical ecducaticn add-on
smounts that are pald to each hosg i gh the fee-for-service
program. Fayments will pe made on & guarterly basis oz

less freguently depending
recuired data on the clzim repc

nee ~n
i

the submission c¢i the

Co-Payment

Effective March 31, 2304, standard co-payment amount of, $2Z5 per
admission will be charged a cc-payment is agplicable. The cc-payment
charged is in accordance with 42 CFER 447.53, 437.54(c) zand 447.55. Th
inpatient cost settlement will include uncollected Medicaid co~-paymsnt
amounts in accordance with 42 CFR 447.37.

)

Stzte Transplant Services

services provided Carclina
te hospitals (i.e. ot than the border
Gecrgia) will be based upon & negotiate
cf state provider and the Medicaid Zgenc
include both the professicnzl and the hospital
services provid o liedi . s in S8cuth
will be reimpu in j the paymant
Attachment 4.19-A 4 4.18%-B (i South Carclina
K will be reimbursed el i nd cutpatient
costs in acccrdance with provisions cf e he physician

2
professional services will be reimbursed via the schedule) .

Adjustment tc Payment for Hespital Accuired Conditions

Effective for discharges occurring on or after July 1, 2C1l the Scuth
Carolina Medicaid 2 i1 reimburse hospitals for treatment

L oaancy
Lger

relzted to Hospital Acguired Conditic defined by Medicare. Therefore,

o]

while the current Grouper Medicaid Agency cannot adjust
the interim fee for service mment, the HAC recoupment process

will be implemented as p
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retrospective cost settlement process. During this process, the SC
Medicaid Agency or its designee will identify those inpatient hospital
claims with HACs using Grouper version APR-28 and reduce the covered
Medicaid inpatient hospital claim charges used for cost settlement
purposes by the percentage change in the relative weight.

Effective for discharges occurring on and after October 1, 2011, payment
by DRG may be reduced based on the federal requirements for Medicaid HCAC
categories. The APR-DRG software will ignore secondary diagnoses that
meet the minimum requirements of the Medicaid HCAC criteria. The list of
Medicaid HCAC categories will be reviewed and wupdated annually.
Adjustments will be made during the cost settlement process so that
hospital costs associated with Medicaid HCACs are not reimbursed by the
Department using the methodology previously described above. Payment by
DRG may be disallowed based on the federal requirements for OPPCs. Claims
will be identified and subject to quality review when the services
provided meet the minimum requirements of OPPCs (e.g., erroneous
surgeries). The Medicaid OPEC list will be reviewed and updated annually.

Supplemental Enhanced Payment for Qualifving Hospitals

Effective for dates of service .on or after October 1, 2011, quarterly
supplemental enhanced payments will be issued to qualifying private
hospitals for Medicaid fee-for-service inpatient hospital services
rendered during the quarter. Maximum aggregate payments to all qualifving
hospitals in this group shall not exceed the available upper payment limit
per Medicaid State Plan rate year (i.e. federal fiscal year). If the
payments under this section of the state plan exceed this total maximum
disbursement, the state will calculate the percentage by which the upper
payment limit is exceeded and reduce payments to all hospitals under this
section of the state plan by the same percentage.

1. Qualifying Criteria. In order to qualify for the supplemental
enhanced payment, the hospital must be affiliated with a state or
unit of local government through a Low Income and Needy Patient
Care Collaboration Agreement.

a. A private hospital is defined as a hospital which is owned or
operated by a private entity.

b. A Low Income and Needy Patient Care Collaboration Agreement is
defined as an agreement between a hospital and a state or unit
of local government to collaborate for purposes of providing
healthcare services to low income and needy patients.

2. Reimbursement Methodology. Each qualifying hospital shall receive
quarterly supplemental enhanced payments for the inpatient services
rendered during the quarter. Annual supplemental enhanced payments
in any Medicaid State Plan rate year shall be limited to the lesser
of:

a. the difference between the hospital’s Medicaid inpatient billed
charges and Medicaid payments the hospital receives for
services processed for fee-for-service Medicaid recipients
during the Medicaid State Plan rate year, 1nclud1ng any
Medicaid inpatient cost settlement the hospital receives for
the Medicaid State Plan rate year undér Secticn VI(J) of the
state plan; or

b. for hospitals participating in the Medicaid Disproportionate
Share Hospital (DSH) Program, the difference between the
hospital’s hospital specific DSH 1limit, as defined in
Section VII of the state plan, and the hospital’s DSH
payments during the Medicaid State Plan rate year.
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VII. Disproportionate Share

A.

Disproportionate share hospital (DSH! paymen 1 be made 1in
accordance with the requirements cf Secticon 923 of the Sccial Security
Rct. DSE payments will be paid to those facilities meeting the
reguirements .specified in Secticn IT 12. For clarification purposes,
the South Carclinz Med Plan rate year for DSH payment
purposes is October 1 througn " September  30. For FFY 2012,
qua;;zlﬂation data will be based upon each hospital’s fisczl year 2010
cst reporting pericd.

-
Q
n
l. la
Q.
&)
o
ﬁ'
®

1. Effective October 1, 2011, the interim hospital specific DSH limit
will be set as follows: ’

a. The interim hcs DSH llmlt for all SC genesral

acute care ho contract the 8C Medicaid
Program will ke egual to cne hundred t (130%); of the
unr 1r~uvsed hespital cost for SC ared patients, 8C

Medicaid fee
patients (i
{Medicare,/Madi
catients wh
reimbursed by
limit for all
Carclina an

contracting d ' I o
fifty percent (50%] mbu cost for sC
uninsured patients, SC Medicaid £fee vice patients, SC
Medicaid mana

T ged care pa—ients {including PACE Prcgram
participants}, 3C dual (Medicar e/Medicaid] ligible patients,
ané 8C Medicaid patients who have inpatient and cutpatient
hospital ssrvices reimbursed by a commercial carrier. The

December 19, 2008 Final Ruls s instructicns/guidance
provided by Clifton Gunderson] g tc the audits cf the
Medicaid DSH plans will be the guiding dccument that hospitals
must use in providing the DSE data. The stand alone SCHIP
Program named “Healthy Ccnn i is operated as a

managed care program during Y 2010 and thus its costs will
not be includsd in +the calculation of the interim hospital
1

~rrr ~

specific DSH limit effective Cctober 1, 20

Except for the SC Department o¢f Mental Health (SCDMH)
hospitals, fcr FEFY 2012, each hospital’s interim hospital
specific DSH limit will be calculated as follows:

i) The unreimburssd cost of providing ingpatient zand ocutpatient
hospital services to the uninsured, lledicaid fes for service,
Medicaid MCO enrcllees, dual sligibles, and Mediceid eligikles
wno have inpatient and outpatisnt hespital services reimptursed
by a commercial carrier will be determined by taking each
nospital’s fiscal year 2010 cost reporting period charges for
each group listed
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above and multiplying that by the Thospital’s applicable
FY 2010 unadjusted inpatient and outpatient cost to charge
ratios (i.e. Medicaid and Medicare) to determine the base
year cost for this group. In order to inflate each
hospital’s Dbase vyear cost determined for each group
identified above, each hospital’s cost will be inflated from
the base year to December 31, 2010 using the applicable CMS
Market Basket Indice described in 3 of this section. The
inflated cost of each hospital for each group determined
above will be summed and reduced by payments received from or
for SC uninsured patients, SC Medicaid fee for service, SC
dual eligibles, SC Medicaid eligibles who have inpatient and
outpatient hospital services reimbursed by a commercial
carrier, and SC Medicaid managed care -patients to determine
the total unreimbursed cost for each DSH hospital. However,
because of Medicaid fee for service payment reductions in
April 2011 and July 2011, HFY 2010 Medicaid Managed Care
Payments and Medicaid Managed Care GME payments will be
reduced appropriately for each hospital based wupon its
specific payment reduction in April 2011 or July 2011.

For FEFY 2012, each SCDMH hospital’s interim hospital specific
DSH limit will be calculated using FYE June 30, 2010 cost
report data for its SC uninsured, SC dual (Medicare/Medicaid)
eligible, and SC Medicaid eligibles who have inpatient
hospital services reimbursed by a commercial carrier. Each
hospital’s total allowable cost will be inflated from the
base year to December: 31, 2010 using the CMS Market Basket
Indice described in (A) (2) of this section. The inflated cost
will be divided by . total FYE June 30, 2010 acute care
hospital days to determine a cost per day amount. This cost
per day amount will be multiplied by the FYE June 30, 2010
acute care hospital days associated with SC uninsured, SC
dual eligible, and SC Medicaid eligibles who have inpatient
hospital services reimbursed by a commercial carrier to
determine the total amount of cost eligible under the
hospital specific DSH limit. The inflated cost of each
hospital determined above will be reduced by payments
received from or for SC uninsured patients, ~SC dual
eligibles, and SC Medicaid eligibles who have inpatient and
outpatient hospital services reimbursed by a commercial
carrier to determine the total unreimbursed cost of each DSH
hospital. In the event that any of the SCDMH hospitals
provided inpatient hospital services for SC Medicaid managed
care patients during- FYE June 30, 2010, the previous
methodology outlined above will be used to determine the
unreimbursed Medicaid managed care cost to be added to the
unreimbursed uninsured cost previously described.

For new S. C. general acute care hospitals which enter the SC
Medicaid Program on or after October 1, 2011, their interim
hospital specific DSH limits for the October 1, 2011 through
September 30, 2012 Medicaid State Plan rate year (i.e. DSH
payment period) will be based upon projected DSH
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qualification, cost, charge and payment datz that will be

subseguently adiusted te reflect the audited DSH
gualification, cecst, charge and payment data resulting from
the audit cf the Cctober 1, 2011 through September 30, 2012
Medicaid St Plan rate year.

iv) The SCC will create <two separate DSH pocls fcr the

calculation of the interim DSH pawvments effective Octoker 1,
2011. The first DSE poci will represent unreimbursed
coste of the uninsured and Medicald el recigients
receiving inpatient psychiatric hospital ser: provided by
Scuth Carclina Department of Mental Health ) ncsritals.

ive iin the

Under this pcol, the SCDMH hcospitals will

ggres up to one hundred percent of
imit not tc exceed the aggregat
aliotment payment amounts of all of
Next, the remaining DSE allotment amount ,
2011 will be available to the remaini ving
hosgitels. In the event thzst the . sum hospital
i £ { the remaining DSE qu 5 _hospitals
d DSH C:V ent amcunt b glnning October

propocrticnately tc ensure the hospltal spec ific DSH limits

are within the remeining October 1, 2011, DSE payment amount.
The Octcber i 01 eptempe: ‘ annual aggregate DSH
payment ' ' I 1, 2010 - September
3C, 2311 amounts less the savings
realize e border and ST non
general specific DSH limit
calculatlon

The follswing CMS Market Basket indice will be applied to the

CY 20140 Z2.1%

All disproportionate share payments will be made Dby adjustments
during the applicable time period.

Effective Cctober 1, 2014, all interim DSH
£

inal once the redistribution of any excess DSH pa urts have been
made ©based upen the findings of the OCctober 1, 2013 thrcugh
September 3¢, 2011 DSH audit. See section IX(C]) (1} (b)for additional
infy
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worksheets such as the DSH survey, are subject to audit by the DHHS or its
designee. The audited information will be used for future rate calculations,
retrospective cost settlements, disproportionate share program requirements,
utilization review contractor requirements and other analyses.

I. Hospital Cost Reports

All hospital cost reports will be desk audited in order to determine the
SC Medicaid portion of each hospital’s cost. This desk-audited data
will be used in cost settlement and DSH payment calculations and will be
subject to audit.

a. Supplemental worksheets submitted by hospitals for the
disproportionate share program will be reviewed for accuracy and
reasonableness by DHHS. Beginning with the 2005 DSH period, the DSH
program will undergo an audit by an independent auditor. The
findings from these audits could result in educational intervention
to ensure accurate reporting. '

b. As required by Section 1923(j) of the Social Security Act related
to auditing and reporting of Disproportionate Share Hospital
(DSH) payments, the Medicaid Agency will implement procedures to
comply with the DSH hospital payments final rule issued in the
December 19, 2008, Federal Register, with effective date of
January 19, 2009, to ensure that the hospital specific DSH limits
have not been exceeded. The redistribution methodology described
below effective for the DSH payment periods beginning on and
after October 1, 2011 will ensure that the final DSH payments
received by each DSH hospital will not exceed its hospital
specific DSH limit determined for the Medicaid State Plan Rate
Year being audited.

e First, SCDHHS will create three separate DSH pools. (1) -
SC state owned governmental long term psych hospitals; (2)
out of state border DSH qualifying hospitals; and (3) - SC
qualifying DSH Hospitals.

e Next, the SCDHHS will redistribute the interim DSH payments
made to the hospitals contained within DSH pools (1) and
(3) based upon the audited hospital specific DSH 1limits
contained within the DSH audit zreport for the Medicaid
State Plan Rate Year being audited. The final DSH payment
amounts for hospitals contained within DSH pools (2) and
(3) will be calculated in accordance with the methodology
contained within Section VII(a) (1) (a) (iv) of Attachment
4.19-A, less an DSH payments made to hospitals contained

within DSH pool (2). The DSH payments for hospitals
contained within DSH pool (2) will be considers settled as
paid.
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e Tn the event of DSHE overpayments occurring within DSH pool
(1), the overpayment amcunts will bs redistributed amount
hospitals centeined within CSH pool (2

ments have beern determined for each of
the qualifyz H ‘cspitals, the SCDHHS will ccmpars the
final BDSH payment amou tc the interim DSH payment amount
previcusly reimbursed dur;n he Medicaid State Flan Rate Year
being audited. If a hosgpitzl has been overpaid, the SCDEHS
will recoup one hundred present c¢if the overpayment from the
hespitel. If a hospital has kLeen underpaid, the SCDHHS will
simpurse the previder cne hundred  pressn of . the
underpayment. However, nc underpayments will be redistributed
til all DSH cverpayments have been recove: £

15
o+
)

. ~mzTTe
Ha
the SCDHHS

0.

e

=. Medical audits will focus on the walidity of diagnosis and
procedure coding for reconciliation c¢f approrriate expenditures
made by the DHHS zs described in A of this section.
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