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SC Department of Health and Human Services
1801 Main Street, PO Box 8206
Columbia, South Carolina 29202

Dear Susan:

During the past several years, the Center for Medicare and Medicaid Services (CMS)
has had ongoing discussions regarding federal financial participation (FFP)
requirements for rehabilitative services. The proposed changes have the potential to
negatively impact the stability of thousands of our clients with severe and persistent
mentally ill conditions. Clients being served by sixteen of our seventeen Community
Mental Health Centers have been successful in remaining in the community for years
with less or no hospitalization because of ongoing supportive and rehabilitative services
that are provided in the community as well as at the clinic sites. These individuals
depend on this support due to the nature of their illness as well as to the lack of
resources both in the community and their own families. Without these services, both
the state mental health hospitals and acute care hospitals will definitely see an increase
in the number of admissions, or individuals awaiting a hospital bed. More importantly,
the clients will face the devastating experience of decompensation after years of stability
and for some of them, independence.

As you are aware, services for our clients have been delivered under the Medicaid
rehabilitative services state plan option. We are proposing an alternative Medicaid
habilitative state plan option due to CMS’ recent interest in redefining FFP
requirements for rehabilitative services and the chronic nature of the clients we serve.
We are requesting DHHS to work with SCDMH to develop a state plan amendment
under Section 6086 Home and Community-based Services of the Deficit Reduction Act
of 2005. We are currently in discussions with the lowa Medicaid and mental health
authorities regarding their recently approved state plan amendment under this option.
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Per recent discussions with Medicaid staff, it is our understanding that each state
Medicaid program is limited to one target population under the DRA state plan option.
SCDMH is requesting priority consideration as the state’s designated target population.
I would appreciate your assistance in identifying the next steps for our agencies to
undertake this critically needed habilitative service delivery model. We look forward
to working with DHHS on this initiative. Your assistance is greatly appreciated.

Sincerely,

Mo_.E H. Magill m :

State Director
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July 17, 2007

Mr. John H. Magill, State Director

South Carolina Department of Mental Health
Post Office Box 485

Columbia, South Carolina 29202

Dear Mr. Magill:

Thank you for your letter proposing an alternative Medicaid habilitative state plan option for
clients with severe and persistent mental iliness and your request for priority consideration
regarding this target population. We will consider your priority request as we continue to
internally assess the needs of the various populations that we serve. In doing so, we will
explore new and existing Medicaid funding options to include those allowed through the Deficit
Reduction Act of 2005.

Further, we will keep you informed of any Center for Medicare and Medicaid Services (CMS)
changes in requirements to rehabilitative services and how they may affect current services
provided by your agency. We appreciate the Department of Mental Health’s support for
Medicaid beneficiaries with persistent mental illness. However, as previously discussed with
your staff, we have identified the need to revisit some of the existing services provided to the
clients based on current CMS requirements. The Department of Health and Human Services
will continue to work with your designee(s) to identify allowable Medicaid - funding
opportunities to assist this population.

Thank you for your continued efforts to provide quality services to Medicaid beneficiaries.
Should you have any questions or need additional assistance, you may contact Ms. Jean C.
McDaniel at 898-2565.

Sincerely,

Felicity Costin Myers, Ph.D.
Bureau Chief
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