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Columbia, SC 29202-8206
Dear Emma:

We are in receipt of your letter dated June 17, 2009 and are writing to provide feedback
to your request. We have enjoyed meeting with you in the past and we appreciate your
commitment to ensuring that Medicaid enrollees have access to high quality healthcare in
the Pee Dee. We also understand that the state has been and is faced with tough decisions
brought on by the economic downturn. As a hospital system, we are committed to
providing comprehensive healthcare services to meet the needs of the citizens of our area
and driving costs out of healthcare.

Your letter providing guidance as to how we should contract with the Managed Care
Organizations (MCO) is of concern. From the day we were first introduced to the
concept, it was clear that how we negotiated with the MCOs was between us and the
MCO. It was also very clear to us that there would be additional cost associated with the
managed care plans related to pre-authorizations. Additionally, there were risks of
increased denials related to their enrollees slipping into the many entry points to our
organization without all of the necessary approvals.

Since the introduction of the plans in our region, all of the above concerns have been
bomne out. In my role as Chief Financial Officer, I constantly hear from our scheduling
staff regarding the significant additional volume of pre-authorization work associated
with the Medicaid Managed Care plans. We have also seen a slow-down in payment as
compared to the state payment cycles.

Another concern relates to plans that, based on the Healthy Choices website, do not have
a contracted hospital presence in Florence County, yet are being assigned patients by
Maximus. This is in direct contrast to direction from the state that the plans have to have
adequate coverage to be allowed to accept patients in a given county.
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We strongly support efforts to improve the health of our citizens in a cost-effective
manner. We currently participate in an adequate number of managed care plans to
provide adequate coverage for our region. You are asking us to adjust our contracts to
rates that, once the Provider Tax has been taken into consideration, is by definition well
below our cost. We therefore ask that you reconsider your position.

Sincerely,

-

Ah—
S. Fulton Ervin, III
Chief Financial Officer

SFE:pps
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Dear Emma:

We are in receipt of your letter dated June 17, 2009 and are writing to provide feedback
to your request. We have enjoyed meeting with you in the past and we appreciate your
commitment to ensuring that Medicaid enrollees have access to high quality healthcare in
the Pee Dee. We also understand that the state has been and is faced with tough decisions
brought on by the economic downturn. As a hospital system, we are committed to
providing comprehensive healthcare services to meet the needs of the citizens of our area
and driving costs out of healthcare.

Your letter providing guidance as to how we should contract with the Managed Care
Organizations (MCO) is of concern. From the day we were first introduced to the
concept, it was clear that how we negotiated with the MCOs was between us and the
MCO. It was also very clear to us that there would be additional cost associated with the
managed care plans related to pre-authorizations. Additionally, there were risks of
increased denials related to their enrollees slipping into the many entry points to our
organization without all of the necessary approvals.

Since the introduction of the plans in our region, all of the above concerns have been
borne out. In my role as Chief Financial Officer, I constantly hear from our scheduling
staff regarding the significant additional volume of pre-authorization work associated
with the Medicaid Managed Care plans. We have also seen a slow-down in payment as
compared to the state payment cycles.

Another concern relates to plans that, based on the Healthy Choices website, do not have
a contracted hospital presence in Florence County, yet are being assigned patients by
Maximus. This is in direct contrast to direction from the state that the plans have to have
adequate coverage to be allowed to accept patients in a given county.
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We strongly support efforts to improve the health of our citizens in a cost-effective
manner. We currently participate in an adequate number of managed care plans to
provide adequate coverage for our region. You are asking us to adjust our contracts to
rates that, once the Provider Tax has been taken into consideration, is by definition well
below our cost. We therefore ask that you reconsider your position.

Sincerely,

A

S. Fulton Ervin, III
Chief Financial Officer
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