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RECEIVED)

Mr. Anthony E. Keck, Director

South Carolina Department of Health and Human Services JUN 072013
Post Office Box 8206
Columbia, South Carolina 29202-8206 Egg?gzigge;ﬁg I-lglmggrvga:‘

Re: Title XIX State Plan Amendment, Transmittal 13-003
Dear Mr. Keck:

We accept your request, dated May 22, 2013, to withdraw South Carolina 13-003. We are returning the
form HCFA-179 and proposed plan pages.

If you have any questions or need further assistance, please contact Cheryl Wigfall at 803-252-7299.
Sincerely,
g A cleca /ééa/éz,
Jackie Glaze

Associate Regional Administrator
Division of Medicaid & Children's Health Operations
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Supplement 3 to Attachment 4.19-B
Page 5

Reimbursement Managed Care
Increased Primary Care Services Payment

42 CFR 438.6, 438.804, 441.605, 441.610, 441.615447.400, 447.405, 447.410, and 447.415

Attachment 4.19-B: Managed Care 42 CFR 438.6, and 438.804

Under this methodology, DHHS will pay enhanced rates to eligible managed care physicians utilizing the
encounter data and paying the rate differential between the current fee-for-service rate with a 2%
adjustment and the Medicare targeted amount in 2013 or 2014 for primary care services affected by this
payment methodology. The supplemental payments to providers who serve the managed care population
will be calculated quarterly using each plan’s encounter data rather than the fee-for-service claims data.
Calculations will utilize the state’s CPT-4 code list and the state’s eligible provider list.

During the past several years, DHHS and the managed care plans have made a significant investment in the
development of a quality encounter data system. Further, the current contract between DHHS and the
health plans requires that the encounter data to be at least 97% complete. With regard to the E&M codes,
the level of completeness of the encounter data was very high for all of the health plans and reconciled
closely with reports prepared by the health plans.

Calculations developed for each health plan will be compiled into detailed reports listing claims eligible for
supplemental payments for each eligible provider. The reports will be reviewed by DHHS and the
appropriate health plan. This will allow each plan to reconcile to the calculations developed based on the
encounter data and suggest corrections or additions, as appropriate. After each health plan has completed
the reconciliation process with the supplemental payment contractor, DHHS will perform a final review.
Payments to providers will be made by the plan based on the final approved report. DHHS will provide the
required funding to the plan on a non-risk basis.

The final approved reports used by the plans to make supplemental payments to providers will also be used
for quarterly CMS-64 reporting. The reports will also develop amounts eligible for 100% FFP. For codes
wherereimbursement has decreased since July 1, 2009, only a portion of the enhanced reimbursement may
be eligibie for 100% FFp.

SC 13-003
EFFECTIVE:DATE:01/01/13
RO APPROVED:
SUPERSEDES: New Page



Supplement 3 to Attachment 4.19-B
Page 6

This methodology ensures that eligible physicians serving managed care enrollees receive direct benefit from
the payment increase for primary care services. The supplemental benefits they receive will mirror those
they would have received had they been serving the fee-for-service Medicaid enrollees. As with the FFS
process, supplemental payments to each physician will be supported by a set of encounter claims and
Calculations to allow the process to be completely transparent to the provider, the contracted health plan,
DHHS and CMS.

2009 Baseline Rate and Rate Differential

The final rule requires States to receive CMS approvalfor methodologies for determining the 2009 baseline
rate and the rate differential eligible for 100% federal match.

It is our understanding that by 2009 basefine rates, the final rule envisioned development of CY 2013
capitation rates in which eligible primary care services to eligible providers are assumed to be paid using the
same reimbursement used to develop the CY 2009 capitation rates. Similarly, rate differential eligible for
100% federal match would refer to the difference between rates developed based on reimbursement of
eligible primary care services to eligible providers at the Medicare fee schedule and the 2009 baseline rates.

South Carolina’s managed care capitation rates are currently developed using encounter data. However, in
July 2009, the capitation rates were developed using Medicaid fee-for-service population experience for the
managed care eligible population. The cost per unit in the July 1, 2009 capitation rate was based on
Medicaid fee-for-service with a 2% increase to reflect anticipated contract rate adjustments. Since we are
proposing a non-risk based methodology that does not require development of a rate, we believe the
requirement to develop the 2009 baseline rate and rate differential eligible for 100% federal match may be
satisfied by the code list developed by DHHS for making supplemental payments to primary care physicians
with a 2% adjustment for the underlying contract adjustment.

Other Requirements in the Final Rule
This section addresses required elements listed on page 62 of the final rule.
Provide payment at the minimum Mediare primary payment levels

Supplemental payments will be made to each physician based on all eligible encounters to ensure that
payment for each encounter is made at the minimum Medicare primary payment level.

SC 13-003
EFFECTIVE:DATE:01/01/13
RO APPROVED:
SUPERSEDES: New Page



Supplement 3 to Attachment 4.19-B
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Require that eligible physicians receive direct benefit of the paymentincrease for each of the primary care
services specified in this rule

Supplemental payments based on the encounters would be made directly from the plan to physicians.

Require that all information needed to adequately document expenditures eligible for 100 percent FFP is
reported by MCOs to the states, which in turn will report this informatbn to CMS

The reporting process will develop claim level records for each health plan by eligible provider. These
records will be developed from the encounter data and reviewed by the plans. Each claim record willinclude
the service provided (by procedure code), date of service, amount originally paid, the supplemental payment
amount, and the portion of the supplemental payment amount eligible for 100% FFP. Because the record
would be at a service level detail, the calculated supplemental payment amount and the amount eligible for
100% FFP will be readily available for review and audit, using the code list developed by DHHS for the FFS
population.

Specify that states must receive from MCOs data on primary care services which qualify for payment under
this rule.

Under the proposed methodology, the plans will provide DHHS with complete claims level data on primary
care services which qualify for payment under the rule, both through the encounter data system and as
adjusted through subsequent plan review. -

Concerns with Risk-Based Payment Methadology

Developing an estimate of the cost of the primary care physician reimbursement related to health plan
enrollees requires the actuary to estimate two values for each rate group: 1) Projected utilization of eligible
primary care services and 2) Percentage of primary care services provided by eligible providers. The first
estimate may be developed based on historical utilization; although, utilization often changes aover time.
However the second estimate, the percentage of primary care services provided by eligible providers may be
difficult to accurately estimate. It is unclear how many physicians are eligible, and also how many of those
will self-attest. The number of physicians who self-attest may be strongly impacted by State outreach efforts
and also by communications from the hospitals and practices with which they are affiliated.
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