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

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850

Center for Medicaid and State Operations, CMSO

Ms. Emma Forkner

. a
Director WAy 23 2003 .
Department of Health and Human Services JUN 11 2009
P.O. Box 8206 A . -
Columbia, South Carolina 29202-8206 a%ﬁwm mﬁ_mﬁw mﬂﬁmwﬁw

Dear Ms. Forkner:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid State plan submitted
under transmittal number (TN) 08-017. This amendment modifies the State’s payment methodology for
setting payment rates for nursing home services. Effective October 1, 2008 this amendment updates
nursing facility rates, provides for a supplemental payment to certain essential safety-net nursing facilities
and includes a measure to properly reimburse providers for dual eligible individuals.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(13), 1902(a)(30), and 1903(a) of the Social Security Act and the implementing Federal
regulations at 42 CFR Part 447. We have found that the proposed changes in payment methodology
comply with applicable requirements and therefore have approved them with an effective date of October
1,2008. We are enclosing the CMS-179 and the amended approved plan pages.

If you have any questions, please call Venesa Johnson at (410) 786-8281 or Stanley Fields at (502) 223-
5332.

Sincerely,

1&0 arer
Acting Director, CMSO

bc

Mark Cooley NIRT
Venesa Johnson, NIRT
Tim Weidler, NIRT
Stanley Fields, NIRT
Cheryl Wigfall, RO IV
Mark Halter, ROIV
Elaine Elmore, ROIV
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ATTACHMENT 4.19-D
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Since the return on capital payment 1is provided as an
incentive for the expansion of Medicaid services by the
private sector, only those facilities that were established as
profit earning centers were selected for the calculation of
the base period costs. Non-profit facilities were excluded
from the base period calculation.

2) Inflation Adjustment To Current Period "Deemed Asset Value"

The plan uses the index for the rental value of a home computed
as part of the CPI as the appropriate measure for approximating
the increase in the wvalue of nursing home assets in South
Carolina since 1980-1981. This index measures the increase in
the amount that homeowners on average could get for renting their
homes. For the period from 1980-1981 through the federal cost
year 2005-2006, this index rose 185.382 percent.

Inflating the base period market value of $15,618 by the index
for homeowner's rent, the "Deemed Asset Value" for cost years
beginning 2005-2006 and after is $44,571 per bed and will be used
in the determination of nursing facility rates beginning October
1, 2007.

3) Calculation of "Deemed Depreciated Value"

The plan will exclude depreciation payments already received by
operators from the Deemed Asset Value on the theory that the
depreciation charges represent a reasonable valuation of the
decline in the worth of the assets from old age. The result is
the "Deemed Depreciated Value."

For a facility existing prior to July 1, 1989, the plan will
continue to reimburse for actual depreciation costs based on a
straight line apportionment of the original cost of the facility
and the actual value of any additions. Effective October 1, 1990,
for new facilities established or new beds entering the Medicaid
Program on and after July 1, 1989, depreciation payments will be
set based on actual construction costs, or the Deemed Asset Value
when the facility begins operations, whichever is lower, and on
applicable Medicare guidelines for depreciation. However,
building depreciation for all new facilities/new beds on line on
or after July 1, 1991 will be assigned a useful life of 40 years.
Accumulated depreciation to be used to offset the deemed asset
value for new facilities will be based on accumulated allowed
depreciation (i.e. the lesser of actual depreciation or that
determined by the Deemed Asset Value).

For bed increases of less than 50% (i.e. no six months cost
report is filed), recognition of capital costs will be made at
the point in time these beds are certified for Medicaid
participation. For clarification, the Deemed Asset Value in
effect at the time the beds are certified for Medicaid

sC 08-017
EFFECTIVE DATE: 10/01/08
ro ApprOVED: WAY 2 1 2009

SUPERSEDES: SC 07-007
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could be raised by borrowing from the banks. But this would be
rather costly for the small investor, who would probably have to
pay a rate of interest in excess of the prime rate.

The plan sets the rate of return for a fiscal year at the average
of rates for thirty year Treasury bonds (through 200l) and the
long-term average of Treasury rates longer than 25 years
(effective 2002) for the latest three completed calendar years
prior to the fiscal year, as determined by the Division of
Research and Statistics of the Budget and Control Board, based on
latest data published by the Federal Reserve. For rates
effective on and after October 1, 2007, this rate is 4.89%.

Acknowledging a newly constructed facility's plight of high per
bed construction costs and interest rates as great and greater
than the market rate of return, the rate of return for these
facilities will be the greater of the interest rate incurred by
the facility or the industry market rate of return as determined
by the Budget and Control Board. These facilities will only be
allowed their interest rate (if greater) during a transition
pericd which is defined as the rate period beginning with the
facility's entrance into the Medicaid program and ending at that
point in time in which the facility files its first annual FYE
September 30 cost report that will be used to establish the
October 1 rate (i.e. period ends September 30). In no
circumstances will the allowed interest rate exceed 3% above the
industry market rate of return.

Additions To Facilities After 1981

The plan intends to provide adequate incentives for the expansion
of nursing home services by the private sector of the state. The
Deemed Depreciated Value takes into account the wearing out of
facilities, but does not include any factor for additions or
upgradings to the facilities. Operators who have made capital
improvements to their facilities since 1981 are permitted to add
the amount of the investment to their Deemed Asset Value.
Operators are also permitted to add the cost of future additions
and upgradings of facilities to their Deemed Asset Value. This
provision will provide an incentive to operators to reinvest part
of their cash flow back into the facility to maintain and improve
the level of service provided by the operator. For clarification
purposes, capital expenditures incurred by new beds on line on or
after July 1, 1989 during the initial cost reporting period will
not be considered as improvements, but as part of actual
construction costs.

Computation of Cost of Capital

The cost of capital for each patient day served would be
calculated for each nursing home based on the Deemed Asset Value.
The computation of the rate of reimbursement for the cost of
capital is illustrated below in Table 1 for the

SC  08-017

EFFECTIVE DATE; oMoH\om
RO APPROVED: gé»w 1 2005
SUPERSEDES: SC 07-007
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a) Depreciation expense of the prior owner.
b) Interest expense which will be limited to the prior owner's expense.
c) Prior owner's equity in the facility.

However, in the event of a sale or lease on and after July 1, 1989, the
provider's (new owner) capital related cost will be limited to the cost of
capital reimbursement received by the prior owner (i.e., cost of capital
payment for the new owner will be the same as the old owner). No revaluation
of assets will be recognized by the South Carolina Medicaid Program as a
result of a sale.

No recapture of depreciation will be necessary from the prior owner unless the
prior owner used accelerated depreciation in excess of the allowable straight
line depreciation, or depreciation was overstated over the allowable straight
line depreciation because of the application of a shorter useful life in
calculating the depreciation.

Auditing

A) All cost reports will be desk reviewed by the Medicaid Agency. The Provider will
be notified of the desk review exceptions and the provider has the right to
respond within fifteen (15) days.

B) All cost reports are subject to on-site audit. 2Any overpayments determined as a
result of on-site audits will be collected after issuing the final audit report
and accounted for on the (MS-64 report no later than the second quarter following
the quarter in which the final audit report is issued. The provider has the right
to appeal the final audit decision through the appeal process. The appeal
decision will be binding upon the SCDHHS.

Payment Determination

The rate cycle will be Octcber 1 through Septenber 30 and will be recamputed every
twelve (12) months, utilizing the cost reports submitted in accordance with Section I,
Cost Finding and Uniform Cost Reports, of the Plan.

However, for the rate period begimning October 1, 2008, reimbursement rates will be
computed based on the CMS approved October 1, 2007 State Plan (i.e. SC 07-007).

sSC 08-017
EFFECTIVE DATE: 10/01/08

ro apprOvED:  MAY 2 1 2009

SUPERSEDES: MA 05-008
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Transportation Escort Add-On

As a result of the implementation of the South Carolina
Medicaid non-emergency transportation broker system, the South
Carolina Department of Health and Human Services (SCDHHS) will
provide an ‘“escort add-on” to each qualifying nursing
facility’s Medicaid rate beginning October 1, 2007. This add-
on will not be available to state-owned governmental, non-
state-owned governmental and private ICF/MRs as well as state
owned nursing facilities. This add-on is being provided in
order to fund new costs that nursing facilities will incur in
order to provide an escort with a Medicaid recipient
(including a dual eligible) that is receiving non-emergency
transportation to a medical provider or health care
professional for a medical service ordered by a physician. It
is the intent of the SCDHHS to fund one Certified Nurse Aide
(CNA) full time egquivalent (FTE) for an eight-hour shift in
each nursing facility to cover the cost of the escort. The
primary responsibility of this CNA will serve as an escort but
this individual can also be used in other direct patient care
related activities.

The “escort add-on” that will be included in each qualifying
nursing facility’s Medicaid rate will be computed using data
supplied by each nursing facility via the CNA escort add-on
survey and the ratio of fringe benefits to salaries reported
on the fiscal year ended (FYE) September 2006 or FYE June 30,
2006 cost report (or the cost report used to establish the
nursing facility’s October 1, 2007 Medicaid rate). The cost to
fund one CNA FTE will be determined by adding the CNA annual
salary (i.e. nursing facility specific CNA wage rate supplied
on the survey multiplied by 2,080 hours) plus the applicable
fringe benefit cost. The CNA FTE cost will then be divided
by the total patient days that were used to establish the
October 1, 2007 rates (i.e. FYE September 30, 2006, FYE June
30, 2006, or the less than full year actual cost report) to
determine the “escort add-on”. In the event that the cost
report used to establish a nursing facility’s October 1, 2007
Medicaid rate is less than a full year, then the CNA FTE cost
described above will be adjusted accordingly (e.g. six month
cost report equates to fifty percent of annual costs, nine
month cost report equates to seventy five percent of annual
costs, etc.). The add-on calculated effective October 1, 2007
will also be included in the nursing facility’s October 1,
2008 Medicaid rate. However, nursing facilities operating
under a six month budget cost report as well as those
operating under a less than full year actual cost report which
begins on and after October 1, 2007 will not be entitled to
receive and/or continue to receive the October 1, 2007 CNA
escort add-on.

If a nursing facility has extenuating circumstances that
require an additional escort (above eight hours per day), the
nursing facility may request additional staff to cover this
cost. The nursing facility must provide a detailed
explanation supporting the need for the additional CNA. This
explanation should include, but not be 1limited to, the
following:

e The number of non-emergency transports provided to Medicaid
recipients (including dual eligibles) on a weekly basis.

k) Speech and hearing services as described in 42 CER
§483.430(b) (1) and (b) (5) (vii).
1) Food and nutriticnal services as described in 42 CFR §483.480.
sc 08-017

EFFECTIVE DATE: 106/01/08

Ro APPROVED:  MAY 2 1 2070

SUPERSEDES: SC 07-007
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* Document Lhat the nirsing facility serves an unmsually high
aumber ¢f patientis that, dus to their medical condivion,
warrant more frequent use of non-gmergency transportalion,

If an additional CNA is approved, the CNA cost computed above
will be multiplied by Lhe number of approved TNA FTEs to
determine the nursing {acility specific ‘“escort add-on”
eftective COctober 1, 2007,

In order tou satisfy the “escurt add-¢n” spending requirement
for tre OCcleber 1, 2067 theough ScolLember 30, 72088 rete
periovd, the SCDAHA will wse the folliowing methodology:

1. The SCDHHS will use Lhe TYE September 3C, 2006, the FYE
June 30, 2006, or the ‘'‘ess Lnan full year aclual ceosi
report used to establish the CclLobher 1, 200/ rates to set
the CNA hase year cost [or the egcorr add-on.

(3]

. The CHA bhase vear cost will include CNA salary costs and
associaled fringe benefits, plus CNA pool costs, CNA pool
costs refer to the nosts incurred by a nursing facility to
obtain the services of a CNA trom a temporary/employmen:
agency.

3. If he sum of the faci,ity's allowable costs cf General
Scrvices, Zielary, and Laundry, dousekecping, & MainlLenance
exceeds the swn of the three cost center stiaraards, SCUIHS
will compute the percenltage of reimbursed allowsble CNA
cost by dividing the sum of Tne chree cost center standards
hy the sum of Lhe allowasb.e cosls of the fthree cost
centers. This percentage will then be applied te 100% of
Lhe CNA costs as defined in (2} above Lo detcrmine the CNA
base year costs.

>

. A desk audictea CNA per diem cost will be calculazed from
the FYE 2006 cost revorting periods as identified in (1}
above by using the *otal patiert days used Lo sstaklish the
October 1, 2007 Medicaid rate. The desk audited CNA per
diem cost will be broken oul into the following componsnts
- CNE salary and CNA pool costs plus CNA associdated fringe
belierits,

3. Te inflate tho FYE 200€ costs as determined in (4) forward
to thc October 1, 2007 chrough September 30, 2008 rare
pveriod, LlLe desk audited CNA per diem salary, CNA per diemr
pocl costs, and CNA per diem Associated fringe bencfils
cosl will be inflated by 4.6%.

sC  08-017
EFFECTIVE DATE: 10/01/08
Ro apprROVED: MAY 2 1 2009

SUPERSEDES: 8C 07-007
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6. The nursing faciliry specitic CNA escort azad-on wiil be
addea to Lhe trended FYE 2006 desk audited CNA per aiem
cost as determined in (5) abeove to sct the spending
requirement, on a per diem rasis, tftor CNA =salaries,
applicable [ringe benatits, CNA pool costs, and non
employees paid to provide *ransportation escort sarvices
durirg Lne FY: September 30, 2038 or June 30, 2008 cost
reporting pericd.

7. Jsing the September 30, 2008 or June 38, 2008 onst
reponrting period, ihe desk audited CNA escorl add-on cos?,
cousisting ot CNA salary cost, associated fringe bencfits,
CNA pool cests, and non employees vaid to prov.de
transpertation escorl services will be calculated using Lhe
toltal patient days used to establish the October 1, 2009
Medicaid rate.

8. SCDHHS wili then compare Lhe FYE 2008 CNA escort add-orn per
diem determined in (/! to the CNA per diem as determined in
(6). If ihe CNA escort add-on per diem as determired in (7]

exceeds the CNA per diem as determined in 16), Lhe facilily

haz satisfied the spending reguirement and thus no funds
are due the SCDHHS. Houwever, i1f the CNA escort add-on per
dicm, as dectermired in {7}, is less then the CNA per cicm
as delermined in (6), the SCDHHS will recoup the dilfferencc

{but not to exceed the facility specific CNA escort add-on

amount! paid to Lhe facility during —he perlod Octoker 1,

2007 threcugh Seplember 30, 2008,

9. In tne cvent that a nursing ftacilily is overvaid as a
result of a significant occupancy change betwcen the base
year {i.e, FYr Septcmber 30, 2006, rYE June 3G, 2006&, or
the leas than ftull year actual cost report usad to
estaplish the Octoker 1, 20067 rale) and the FYE September
3G, 2008 or June 30, 2008 cost report, total CNA cosls will
be roviewed in lieu of a per diem. A significant cccupancy
adjustment would be defined as follows: a nursging facility
whose toldl occupancy switches from a minimum cccupancy of
96% t0 a county cccupancy botwean 85% Lo 90% during the FYE
2006 and FYE 2004 cost reporting periods.

In vrder to sarisfy Lhe “escort add-on” spending requirement
for Lhe Octoper 1, 2008 through Scplemher 3C, 20309 rate
periocd, the SCOHHS will use the following methodology:

1. vhe SCDHhS will use the FYF September 30, 2006, Lhe FYE
Juite 32, 2006, or the leszs rthan {ull ycar actual cost
report used to estaklish the October L, 2007 rates £o sef
the CNA basc year coslL tor the escort add-on.

The CMNA basc year coslL will incliude CNA salary costs and
associaled fringe benefits, plus CNA pool costs. CNA neel
cosLls refor to the costs incurred by a nursing facilily to
obtain the services ol a CNR {rom a temporary/employment
agency.

[

sc 08-017
EFFECTIVE DATE: 10/01/07
®o aPPROVED:  WAY 2 1 2009

SUPERSEDES: SC 07-007
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The CNA base year cost will include CNA salary costs and
associated fringe benefits, plus CNA pool costs. CNA pool
costs refer to the costs incurred by a nursing facility to
obtain the services of a CNA from a temporary/employment
agency.

If the sum of the facility’s allowable costs of General
Services, Dietary, and Laundry, Housekeeping, & Maintenance
exceeds the sum of the three cost center standards, SCDHHS
will  compute the percentage of reimbursed allowable CNA
cost by dividing the sum of the three cost center standards
by the sum of the allowable costs of the three cost
centers. This percentage will then be applied to 100% of
the CNA costs as defined in (2) above to determine the CNA
base year costs.

A desk audited CNA per diem cost will be calculated from
the FYE 2006 cost reporting periods as identified in (1)
above by using the total patient days used to establish the
October 1, 2007 Medicaid rate. The desk audited CNA per
diem cost will be broken out into the following components
- CNA salary and CNA pool costs plus CNA associated fringe
benefits.

To inflate the FYE 2006 costs as determined in (4) forward
to the October 1, 2007 through September 30, 2008 rate
period, the desk audited CNA per diem salary, CNA per diem
poocl costs, and CNA per diem associated fringe benefits
cost will be inflated by 4.6%. There will be no further
inflation applied to this cost beginning on and after
October 1, 2008.

SC 08-017
EFFECTIVE DATE: 10/01/08

WObMMWO<MU" m
SUPERSEDES: SC ﬂ@..&- omq‘n 2009
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SCDHHS will then compare the FYE 2009 CNA escort add-on
per diem determined in (8) to the CNA per diem as
determined in (7). If the CNA escort add-on per diem as
determined in (8) exceeds the CNA per diem as determined
in (7), the facility has satisfied the spending
requirement and thus no funds are due the SCDHHS. However,
if the CNA escort add-on per diem, as determined in (8),
is less than the CNA per diem as determined in (7), the
SCDHHS will recoup the difference (but not to exceed the
facility specific CNA escort add-on amount) paid to the
facility during the period Octocber 1, 2008 through
September 30, 2009.

In the event that a nursing facility is overpaid as a
result of a significant occupancy change between the base
year (i.e. FYE September 30, 2006, FYE June 30, 2006, or
the less than full year actual cost report used to
establish the October 1, 2007 rate) and the FYE September
30, 2009 or Jume 30, 2009 cost report, total CNA costs
will be reviewed in lieu of a per diem. A significant
occupancy adjustment would be defined as follows: a
nursing facility whose total occupancy switches from a
minimum occupancy of 96% to a county occupancy between 85%
to 90% during the FYE 2006 and FYE 2009 cost reporting
periods.

The SCDHHS realizes that fluctuations in a nursing
facility’s total salaries and/or fringe benefits may occur
over the period October 1, 2007 through September 30, 2009
due to unique situations such as the uncertainty of the
October 1, 2008 Medicaid rate update as well as the
increased number of nursing facilities choosing to self
insure themselves in order to protect against the rising
costs of commercial health insurance. Therefore, in the
event that a nursing facility does not satisfy the “escort
add-on” spending requirement in either of the rate periods
October 1, 2007 through September 30, 2008 or October 1,
2008 through September 30, 2009, the SCDHHS will combine
the two rate periods into one in order to test the
spending requirement. To do this, the SCDHHS will average
the two baseline CNA per diems calculated for the periods
beginning October 1, 2007 (step 6 of page 16) and October
1, 2008 (step 7 of page 17) and compare it against the
average of the two actual cost CNA per diems calculated
for the periods beginning October 1, 2007 (step 7 of page
16) and October 1, 2008 (step 8 of page 17). If the
average of the actual CNA per diems is less than the
average of the baseline CNA per diems, the SCDHHS will
recoup the difference (but not to exceed the facility
specific CNA escort add-on amount) paid to the facility
during the rate period in which the overpayment occurred.
If the average of the actual CNA per diems is equal to or
greater than the average of the baseline CNA per diems,
the facility has satisfied the spending requirement and
thus no funds are due the SCDHHS.

SC 08-017
Ve DATE: JR(°Y 9®2000

SUPERSEDES: SC 06-013
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PROVIDER NAME: 0
PROVIDER NUMBER: (] DATE EFF. 10/01/07
REPORTING PERIOD: 10/01/05 through 09/30/06 and DATE EFF. 10/01/08
MAXIMUM BED DAYS:
PATIENT DAYS USED: 0 PATIENT DAYS INCURRED: 0
TOTAL PROVIDER BEDS: 0 ACTUAL OCCUPANCY %: 0.00 0
% LEVEL A 0.000 PATIENT DAYS @ 0.96

| COMPUTATION OF RETMRIRSEMENT RATE - PERCENT SETLLED METHODOLOGY |

PROFIT TOTAL COST COMPUTED
INCENTIVE ALLOW COST STANDARD RATE
COSTS SUBJECT TO STANDARDS:

GENERAL SERVICE 0.00 0.00

DIETARY 0.00 0.00

LAUNDRY /HOUSEREEPING/MAINT. 0.00 0.00
SUBTOTAL 0.00 0.00 0.00 0.00
ADMIN & MED REC 0.00 0.00 0.00 0.00
SUBTOTAL 0.00 0.00 0.00 0.00

COSTS NOT SUBJECT TO STANDARDS:
UTILITIES 0.00 0.00
SPECIAL SERVICES 0.00 0.00
MEDICAL SUPPLIES AND OXYGEN 0.00 0.00
TAXES AND INSURANCE 0.00 0.00
LEGAL COST 0.00 0.00
SUBTOTAL 0.00 0.00
GRAND TOTAL 0.00 0.00
INFLATION FACTOR 4.60% 0.00
COST OF CAPITAL 0.00
PROFIT INCENTIVE (MAX 3.5% OF ALLOWABLE COST) 0.00
COST INCENTIVE - FOR GENERAL SERVICE, DIETARY, LHM 0.00
EFFECT OF $1.75 CAP ON COST/PROFIT INCENTIVES $0.00 0.00
TRANSPORTATION ESCORT ADD-ON 0.00
REIMBIIRSEMENT RATE 0.00
sc 08-017

EFFECTIVE DATE: 10/01/08

RO APPROVED: RAY 2 1 200§
SUPERSEDES: SC 07-007
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Effective October 1, 1345, for the parpose of establishing all cost center

standards, the facilitias are grouped according to bed size. The ocd groupings
are:

¢ Through €0 Deds
61 Through 99 Beds
100 Plus Bads

B. ALL, STANDARNS, EXCEPT FUR GENERAL SERVICES, FOR PROPRIETARY ARD
NONPROFIT FACTIITIES (EXCLUZLING STATE OWNED) WITIL BE COMPUTED JSTNG
PROPRTRTARY FACILITIES ONLY. FRFFECTLIVE OCTOBER 1, 1397, HOSP.TAL
BASED PROPRIETARY NURSTNG FACIT,ITIES WTLL RE EXCLUDELD TFROM THE
COMPUTATTON QF ATL STANDARDS, EXCEPT FOR GENERAL SERVICLE. THE
GENERAL SERVICE STANDARD WILL BE COMPUTED USING PROPRIEVARY AND
NONPROFI! FACTILITIRS {EXCLUDING STATW CWNED). A BRIRF DESCRIFTION
ON THE CALCULATION OF Nl TilE STANDARDS IS AS FOLLOWS:

i. Ceneral Scyvices:
a. Accumiilate all ailowabh.e coslL for the General Sarviges
cosl center (Nnrsing & Restoratiwve) for all facilities

in ecach bed slze.

b. Defermine total patient deays by multip.ying total beds
for all faciiitics in each yroup by (369 x %6%).

. Calculate ithe mean cost per pa+tient day by dividing
total cost in {a) by Lotal palient days in (b}.

d. Calculdte the standard by multiplying the mean by 105%.

¢. I'ne establishmenl ot the General Services slandard for
all ruzsing facilities {excluding state owned
facil“ties) will be based on the average of the
percentage of Medicaid Lewel A paTients/total Medicaid
patients served. Rates effeccive on or ailer Cctober 1,
200C will be computed annually using nursing facility
utilization {ircluding nursing facility days paid under
the Hospice Renefii) by palient acuily based upon the
preceding Juiy 1 through June 30 data period. Effective
Getoker 1, 2003, co-insurance days for dual cligibles
are c¢xcluded fruom “he computation. The General Scrvices
standard for each separate facilily will be detezmined
in relation t¢ the percent of Tevel A Medicaid patients
scxved, l.e., the base standard determinaticn in (d.)
above wiil be decrcased as ihe percent of Level A
Medicaid patienls is decreased and increased as the
percent of Level A Medircaid paticanls is increased.
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2, Dieclary; Laundry, Maintenanc and Housekeeping;
2dministration and Medical Records & Services: The
standerd for each of *hese thre ccst  categories is
calculated as follows:

a. Accumulate z2ll aliowable cost for each cost cenlLer fox
&1l facilities in each bed size.

1

b. Determine total patient days by multiplying total peds
tor all tacilities in each groue by {365 » 96%),

¢. Calculate the =mean cost per patient day by dividing
total cost in (a) by tolal patient days in (b).

d. Calculate the standard by mui*iplying the mean by 109%.

RATE COMPUTATION:

Rates will be compurted uwsing the attached rate computation sheel
(see page 19) as [ollows:

L For cach facility, delermire al!owable co
following calegories:

[C]
o+
I
C
]
t
=2
w

COST SUBJECT TO STANDARDS:

Ceneral Services

Diaerary

T.aundry, Maintenance and Housckeeping
Mdministration and Medical Records & Services

COST NOT SUBJECT TO STANDARDS:

Dtitdities

Special Services

Medicva: Supplies

Property Taxes and lnsurance Coverags - Bullding and
BEouipmenl

Tegal lees

2. Calcuiate actual allowable cost per day basea on the cost
reports For cach ecategory by dividing al!cwable nost by
actual days. If the [acility has less than 96% occupancy,
acilual days will be adjusted to rceflect 96% occupancy.

3. For cust subject to sitandards, the lower of cosl detcerminad
in step 2 or the cost standard will pe allowed in
determining thc facility's rates. Effeclive Oglober 1,
14997, the fGepneral Services, Dietacy, and lLaurdry,
Housckeeping, ond Mainterance cost centers are combined.
Thcrefore, compare the sum of the allouwable coust of these
three cosi centers to the sum ¢f these threc cost
slandards.
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For costs not subject to standards, the cost determined in
step will be allowed in determining the facility's rate.

Accumulate costs determined in steps 3 and 4.

Inflate the cost in step 5 by multiplying the cost in step
5, by the inflation factor. The maximum inflation factor
that can be used will be that provided by the State of
South Carolina Division of Research and Statistical
Services and is determined as follows:

a. Proxy indices for each of the eleven major expenditure
components of nursing homes, (salaries, food, medical
supplies, etc.) during the third quarter of 2007 were
weighted by the expenditure weights of the long term
care facilities. These eleven weighted indices are
summed to one total proxy index for the third quarter of
2007.

b. Proxy indices are estimated for each of the eleven major
expenditure components of nursing homes, (salaries,
food, medical supplies, etc.), during the third quarter
of 2008 and then weighted by the same expenditure
weights as in step a. These weighted proxy indices were
summed to one total proxy index for the third quarter of
2008.

¢. The percent change in the total proxy index during the
third quarter of 2007 (as calculated in step a), to the
total proxy index in the third quarter of 2008 (as
calculated in step b), was 4.6%. Effective October 1,
2007 the inflation factor used was 4.6%. No additional
inflation trend will be allowed for services provided on
or after October 1, 2008.

The per patient day cost of capital will be calculated by
dividing capital cost as determined under I.(F)(c) of this
plan by actual patient days. However, if the facility has
less than 96% occupancy, actual days will be adjusted to
reflect 96% occupancy.

Cost Incentive - General Services, Dietary, and Laundry,
Housekeeping, and Maintenance

If the facility's actual allowable costs for these three
cost centers are below the sum of these three allowable
cost standards, the facility will be eligible for a cost
incentive of an amount equal to the difference between the
sum of the standards and the sum of the facility's actual
costs, up to 7% of the sum of the standards.

Profit will be allowed if the provider's allowable cost is
lower than the standard as follows:

a. Administration and Medical Records & Services - 100%
of difference with no limitation.
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Ceiling on profit will be limited to 3 1/2% of the sum of
the provider's allowable cost determined in step 2. The
sum of the cost incentive and the profit cannot exceed
$1.75 per patient day.

10. Effective October 1, 2007 a transportation escort add-on
will be included in each qualifying facility’'s
reimbursement rate. This add on is described on pages 14
through 16.

11. For rates effective October 1, 2007, the provider's
reimbursement rate under this concept will be the total of
costs accumulated in step 6, cost of capital, cost
incentive, profit and transportation escort add-on. Rates
effective October 1, 2008 will be computed based upon the
CMS approved October 1, 2007 state plan methodology.

Payment for Hospital-based and Non-profit Facilities

Hospital-based and non-profit facilities will be paid in
accordance with Sections III A, B, and C.

Payment determination for a new facility, replacement facility,
change of ownership through a purchase of fixed assets, change of
ownership through a lease of fixed assets, when a facility
changes its bed capacity by more than fifty percent (50%), or
when temporary management is assigned by the state agency to run

a facility.

1. Payment determination for a new facility or a facility that
changes its bed capacity by more than fifty percent (50%):

The following methodology shall be utilized to determine the rate
to be paid to a new facility or a facility that changes its bed
capacity by more than fifty percent (50%):

Based on a six (6) month's projected budget of allowable costs
covering the first six months of the Provider's operation under
the Medicaid program, the Medicaid agency will set an interim
rate to cover the first six (6) months of operation or through
the last day of the sixth (6™) full calendar month of operation.
The same rate setting methodology previously described will be
applied to the provider's allowable costs in determining the rate
except that all standards to be used will be one hundred twenty
percent (120%) of the standards for the size of facility to
adjust for lower initial occupancy. The one hundred twenty
percent (120%) adjustment is determined by considering the
average eighty percent (80%) occupancy for the first six (6)
months of operation of a new facility versus the minimum of
ninety-six percent (96%) occupancy required for all facilities
that have been in operation for more than six (6) months.
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Wilhin nirety (90) days after the end of the first full six (&)
calendar months of vperation, the provider will submit to the
Medicaid Agency a Unitorm Financlal and Statislical report
covering the period through the £firslL full six {6) calendar
months of operation. However, a Thirty {30} day extension oI the
due date of the cost report mavy be granted for good cause. To
regquest an e¢xtension, a written reguest should pe submitted to
the Division of Long Term Care Reimbursements prier Lo the cost
reporl due date.

This rcporl wiil! be used to determine allowable reimburscmenl of
the provider for the initial rate cycle. & new prospective rate,
based upon the Unitorm Firancial and Statistical Report, will be
determined using Lhe methodology as previcusly staled in Section
111 G of this pian except for the felliowing methodology:

al Payment for the first six months will be retrosceclively
adjusted to actual costs not to excead 1203 of Lhe
standaras and actual occupancy.

b) No inflation adjustment will be made =o the first six
{&#) months coust.

c¢) Effective on the first (1) day of the seventh (/)
month of operacion through the September 30 raie, the
per diem costs efrective July 1, 1994 will be adjustea
Lo retlect thce higher of:

1. Relual occupancy of Lhe provider at Lhe lasT month
of the iritial cost reporn; or

hY]

. 90% occupancy.

Facilities thal decertify and recertiry nursing facility beds that
results in a change in its bed capacity by more than [ifty percent
{5C%) wili not be entit:ied to a new budget.
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2. Payment determination for a rcplacemernt facility, or a change

of ownership through a purchase of [ixed assets:

A change in ocwnership will be defined as a transaction that
tesults in a new operating enlity. A purchase of the
leased tixed assets by a lessce (cwner of operating entity)
will rot be considered a change of awnership unless
allowabie Medicaid capita costs will be reduced (i.e.,
purchase price less than historical costs). ®ach change of
ownership reguest will be reviewcd individually Lo
determine whelher a six-monlh cost report will be redquired.
Effective November 27, 1891, to guality for & "new faci_ ity
rale' based upon a six month cost revort under a change of
owncrship, a sale or lease of assels between unre-aled
parties must cccur, A new cperater who leases a facilily
trom a related party will nor be eorntitled to a "acw
facility rave". Alse, facllities in the process of
obtaining a cerlificate of need due to a sale or l|ease
belween related parties pricr to November 22, 1691 will ke
grandfarhered in under the existing system.

The Zollewing methodology shall be utilized to determine
the ratc to be paid to a replacement facility and a new
owner, where a cnange of ownership has cccurred through a
purchase of fixed assets:

Based on & six (6) monih's projected budget of allowable
costs covering the first si®x months ol the provider's
operation under the Medicaid program, the Medicaid Agency
will set an interim ratc to cover the first six (&) months
or operation Lbkrough tke last day of tke sixth (6%°) tull
calendar month of operation. lhe same rate serting
methedelogy praviousiy described will be applied co the
providar's allowable costs in delermining the rate as
described in Section ilI & ¢f this plan, witn the exception
of inflation. Ne inflalion adjustment will be made to the
interim raites tor the firsl six {6) months coust.

Within {90} days afler the end of the Zirat full six (6)
cazlendar months of operellicn, tne provider will submit to
the Medicaid Agency a Uniferm Fina%cial and Statistical
Revort. covering Lhe veariod through tne first full six {6)
calendar months of operation, However, a <hirty {230} day
extension of the due date ot the cost report may bec grarted
for good cause. To reguest an extension, a writen request
sheuld be suomitted to Lhe Division of Long Term Care
Reimburscmenls prior to the cost repork diee date.
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This report will be wused to determine allowable
reimbursement of the provider for the initial rate cycle.
The same rate setting methodology previously described will
be applied to the provider's allowable costs in determining
the rate as described in Section III C of this plan, with
the exception of inflation. No inflation adjustment will be
made to the interim rates for the first six (6) months
cost. Payment for the first six months will be
retrospectively adjusted to actual costs not to exceed the
standards. Effective on the first (1%%) day of the seventh
(7*") month of operation, a new prospective rate, based
upon the Uniform Financial and Statistical Report, will be
determined using the methodology as previously stated in
Section III C of this plan.

The Medicaid agency will determine the percent of Level A
Medicaid patients served for a replacement facility or a
change of ownership, using the most recent twelve months of
data (See Page 18, Paragraph B-1 (e) for the time periods)
as reflected on the SCDHHS Medstat report to establish
rates.

3. Payment determination for a change in ownership through a lease
of fixed assets:

In the event of a lease of fixed assets between unrelated
parties, the new operator (i.e., lessee) will receive the
prior operator's rate (i.e., lessor) for the first six full
calendar months of operation. For a lease effective on
October 1, the State agency will determine the new
operator's rate based upon the prior year's cost report
filed by the prior operator on January 1. However, for the
rate cycle effective on or after October 1, 2007, the new
operator’s rate will be based on the prior owner’s
September 30 cost report filed on or before January 1,
2007. The new operator's rate for the first six full
calendar months of operation will not be affected by any
subsequent audits of the prior operator's cost report which
was used to set the rate. In the event that the initial
six full calendar months rate period crosses over into a
new rate setting period effective October 1, the new
operator will be entitled to receive a rate increase based
upon the industry allowed inflation factor, plus any
industry wide approved add on, if applicable.

For clarification purposes, we intend to use the prior
operator's most recently filed and available FYE September
30 cost report to calculate the new operator's rate
effective October 1 of each rate cycle during the initial
six full calendar month rate period. Depending upon which
most recently filed cost report is available will dictate
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the method used to determine —he October 1 rate during —ne
initial six full calendar month rate period {i.e. the
Oclober 1 rale during Lhe initial six full calendar menth
rate period will be tne prior owner's September 30 rate
inflated, or the Cctober 1 rate that the pricr owner would
have rgceived if no change of owncrship had taken place).

Effective the saventh month of cperation, tre rew opevator
wi.l be entitled to a new rate based upon his actual cost.
The razTe oalculation ror the mnew operator, based upon his
actual costs, will bc made in accordance with the rate
setting method as described under Seclion III T of this plan.
The actual cost repovt that will he tiled by the new operator
will cover <he period which begins with the effective date of
the change in ownership and ends cn Seplember 30, previded
that this time period inclides at Ieas— six tunll calendar
months of operation. In other words, if the lease is
effeclive belween Oclober 1 and March 31, the cost roport
filed ny the rew operato~ w! .| cover the period which begling
with the effecctive date of the change in ownership and ends
on September 30. _f the lease is ellecl.ve between April 1
and September 30, the cost report filed by the new opervator
wiZl cover Lhe period which begins with the effective date of
the change in ownership ard enns after aix full calendar
menths of operation by the rew operator. This cost report
wiil be due wilthin alnely (90) days after the end of the cost
reporting period; however, a Thirty [30) day extenslion can: ke
grantcd for good cause. This cost report will determine a
rate which will be elfeclive retroactive to the new
operator's seventh mortr o aperation.

Rate determination for a facility in which temporary

nmanagement 1s assigned by the stafe agerncy 7o run  the
facility:

In the cveat of the Medicaid agency having to piace temporary
flanagerent in a nursing acllity to correct
survey/certificat.on deficiencies, reirbursement during the
Time inp which the temncrary management aperates the tacility
will be based on 10C% of total allowable costs subject to the
ailowable cosl deflnilicns set for:h in this plan, effective
October 1, 1990. These costs will not be subject te any of
the cost standards as reflected on page 4 of the plan.
Capital reimburscment will be kascd on historical cost of
capital reimbursement in lieu of the Medicaid agenay's current
modified fair rental value system. Initial reimbursement will
be based on projected costs, with an interim settlement being
determined once temporary management tiles an actual cost
report. covering the dates of operation in which the
faci ity was being run by the temporary nmanagement.
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‘'This report will ke dvue within ninety (90} days alter the end ot the
period of coeratior. Once new ownership or the prior ocwner begins
operation of the [acility, reimbursement will be determined as
proviously described for a new owner inmdev parag-sph T (2).

F. Zaymenrs for State Sovernmeil Nursing Facilifties and Institutions
for Menlel Diseases

Because State Government facilities operate on budgets approved by the General
Assembly and overseen by the Budget and Control Board, State Govermmenl nursing
tacilities ano long temn care ™MD’'s will be paid relrospeclively their tofal
allowable costs subject to the allowable cosl definitions set forth in —nis plan
effective October 1, 1989. Effeclive Cclober 2, 1997, allowmble costs will inciude
all physiciar costs, excluditgg the professional component side of physician cest.
The professional component. side will be billed sepsvately under the physician
services line of the Scuth Carolinz Medicaid Program.

Nursing facilities cwnen by the South Carolina Doportment of Menlal Healll: ancd
deemea eligible to certify by the State will be roimbursed on Medicaid cosus,
based on certitication by the facilities ¢f thneir allowable Medica.d costs of
providing nursing hane care via the submission of armual Mediceid oosl zeports. An
interim per diem rate will ko cstablished based upor eacti facility’s most recently
filed desk reviewed/cost scttled South Carolina Lepartment of llealth and Tiumen
Services’ (SCTHHS) Financial and Slallslical Report for NMursing lomes trended oy
the anmual inflation factor pald Lo ail other ren state owned nurswg facllities
in cffect at the Line whmn _he cost recort was settled. Af-er the filed SCDHHS
Financial and Statistical Report tor Nursing Homes for the payment period for
which the interim raze was paid nas been received, the intorim rate will be
reconci led fo actual allowsble Medicaid costs. Upon final settlement of Lhe SCDHHS
Financial and Statistical Report for Nursing Homes, ihe difference betwsen the
final and interim allcweblc Modicaid costs will be an edjustment{s) to the
applicable period for which the allowdble Medica'd oost was inoirred and initial
claim was made.

G. Payment Determinalion [or ICE/MR's

1. 211 iCE/MR's shall aoply the cost firding methods speocified under 42 CER
413.24(d) to its alicwable costs for the cost reporting year under Lhe
Sourh Carnlina State Plan. ICF/MR facilitics will not be subjecl Lo Lhe
al jowable cost definitions Q (A} through O (K} as defired in the plai.

2. All State owned/opcrated ICE/MR's are reguired to report acosrs on the
Medicare Cost Reporiing Form 2552. For cost reporting periods begiming
on or after July 1, 1986, «ll other ICH/MR's which are not cperated by the
State (S.C. Dopartment of Disabililies and Special Needs) will file arwal
finarcial and statist car repery Forms supplied by the Medicaicg Agency.
All cost reports must b [iled with the Medicaid Agency within one hundrod
twenty (120) days [rom close of each fiscal year.

3. ICF/MR's will be reinbursed on a re-rospective cost related hasis as
desermined in accordance with Medicarae (Title XVIII) Laws, Regulations,
ardl Policics edjuwsied Zor services covered by Medicaid (Title XIX).

Items of expensc incurred by Lhe ZCH/MR faciiity in providing carc arc allowable cosls
for inclusicn in the facility's cost report. These allowable costs are defined as items
of expense which the provider may incur ‘n meeting the definition of inlermexilate care or
any coxpoanses iacuarred in complying with state liconsing or federal certitication
requirements,
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Medicaid payment to the ICF/MR includes, bul is not limited to,
reimbursement for the fellowing services:

al Room and board including all of the items necessacy
Lo furnish the individua 's Toom {luxury
items/fixtures will nol be recognized as  an
allowable cost). 42 CFR $433.470(b), {(c}, (d), (ei,
(L), and (g (1},

b) Direct care ana rursing services as defined for cach
living unil of the facility. 42 CFR $4u3.460(c).

) Training zné¢ assistance as  required for the
activitices of daily living, dincluding, but not
"imited to, toileting, bathing, pecrsonal hygiene and
eating as appropriate. 42 CFR §483.440({a).

d} Walkers, wheelchairs, dental scrvices, eyeglasses,
hearing aids and other prosthetic cr adaptive
equipnment as needed. If any of tnese services are
reimbursable under a sevardle Medicald program, the
cost will boe disallowed in  the <c¢osl repore
{eften-ive for cost reporting periods Dpeginning
July 2, 1989;.

e) Maintenance in good repair of dentures, eveglasses,
nearing aids, braces, and other aids prescribed for
a residenl by an appropriate specia.ist effective
for cost reporting periods beginning July 1, 1989.
42 CFR $§483.470{(g) (2}.

I) Iherapy services including, but rot _Limited to,
speech, recrealion, paysical, and occupaticnail, as
prescribed by the resident's individual hablililalion
plan, 47 CFR §4B3.430(k).

g’ Transportation serv.ves as reguired to provide other
services including vehicles with lifls or adaptive
equipment, as needed. The cost of ambulance
servicves will not be incinaeac as part 0f allowable
caosts.

h) Psychological services as descrihed $n 42 CEFR
§482.430(b) {1) and (k) (3} {v).

i) Recreational s=ervices a3 described 1in 42 CFR
$483.430 (k) (1) and (b} (5) (viii).

3 Sccial services &s described in 42 CFR

=2
§483.43C¢h) (1} and (! {5) (vi).
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m) Safety and sanitation services as described in 42 CER
§483.470(a), (9)(3), (h), (1), (J), (k), and (1).

n) Physician services as described in 42 CER §483.460(a).

Any service (except for physician services) that is required of an ICE/MR facility that is
reimbursable under a separate Medicaid program area must be billed to the respective program
area. BAny costs of this nature cannot be claimed in the Medicaid cost report.

4. Intermediate Care Facilities for the Mentally Retarded (ICF/MRs) owned by
the South Carolina Department of Disabilities and Special Needs (SCDDSN)
and deemed eligible to certify by the State will be reimbursed on Medicaid
costs, based on certification by the facilities of their allowable
Medicaid costs of providing ICF/MR care via the submission of annual
Medicaid cost reports. An interim per diem rate will be established based
upon the SCDHHS review of each facility’s most recently filed desk
reviewed/cost settled Medicare 2552 report along with budgeted cost report
information supplied by the SCDDSN. After the filed Medicare 2552 report
for the payment period for which the interim rate was paid has been
received, the interim rate will be reconciled to actual allowsble Medicaid
costs. Upon final settlement of the 2552 report, the difference between
the final and interim allowable Medicaid costs will ke an adjustment (s) to
the applicable period for which the allowable Medicaid cost was incurred
and initial claim was made.

5. The Medicaid Agency will not pay more than the provider's custamary charge
except goverrmental facilities that provide services free or at a nominal
charge. Reimbursement to goverrmental facilities will be limited in
accordance with 42 CFR §447.271(b).

H. Payment for Swing-Bed Hospitals

Effective July 1, 1989, the South Carolina Medicaid Program will participate in
the provision of nursing facility services in swing bed hospitals. A rate will be
determined in accordance with the payment methodology as outlined in this state
plan, adjusted for the following conditions:

A) Effective Octdber 1, 1992, all nursing facilities in operation will be used
in the calculation of the rate.

B) The rate excludes the cost associated with therapy services.
C) The rate reflects a weighted average rate using the state's prior FYE June
30 Medicaid permit days. Effective July 1, 1991, projected Medicaid days

were used.

I. Intensive Technical Services Reimbursement

Effective December 1, 2008, an enhanced rate of $364.00 per patient
day will be available for nursing facility level of care recipients
who require more intensive technical services (i.e., those
recipients who have extreme medical conditions which requires total
dependence on a life support system). In order to develop this rate,
the SCDHHS reviewed budgeted cost information relating to the
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operation of a ventilator unit (i.e. 20 beds) established within a
South Carolina Medicaid contracting 132 bed nursing facility as well
as the budgeted cost information relating to the operation of the
remaining 112 beds. Two rate components were developed during this

process that represented (1) - the projected base Medicaid rate
associated with the 112 nursing facility beds that would serve the
non-ventilator population and (2) — the projected add-on to the base

Medicaid rate associated with the direct costs associated with the
ventilator unit. The projected direct costs associated with the
ventilator unit would include, but not be limited to, the following:
contracting pulmonologist, respiratory therapists, physician
assistants, non-prescription drugs, medical supplies, oxygen, and
equipment rental. In regards to the ventilator wunit, any
professional or billable ancillary costs allowed under the Medicare
Part B Program must be billed by the provider on behalf of dually
eligible residents and year end reconciliations will be performed by
the South Carolina Department of Health and Human Services (SCDHHS)
to determine the amount of Medicare Part B reimbursement to be
refunded to the SCDHHS. Since this rate was developed on budgeted
cost, the SCDHHS will review actual cost report data associated with
the 132 bed nursing facility and adjust future rates accordingly.
This set per diem rate will represent payment in full and will not
be cost settled. Providers receiving payment for intensive
technical services patients will be required to step down cost
applicable to this nonreimbursable cost center in accordance with
item I(C) of this plan, upon submission of their annual cost report.

Payment for Out-of-State Long Term Care Facilities

In order to provide services to the South Carolina Medicaid patients
awaiting placement into a nursing facility, the agency will contract
with out-of-state facilities at the other states' Medicaid
reimbursement rate. The agency will use the out-of-state facility's
survey conducted by their survey and certification agency for our
survey and certification purposes. Placement of a South Carolina
Medicaid recipient into an out-of-state facility will only occur if
a bed is unavailable in South Carolina. No year end South Carclina
Medicaid long term care cost report will be required from the
participating out-of-state facilities.

Essential Public Safety Net Nursing Facility Supplemental Payment

As directed by the actions of the South Carolina General Assembly
via proviso Number 21.39 of the State Fiscal Year 2008/2009 State
Appropriations Act, the South Carolina Medicaid Program will
implement an Upper Payment Limit Payment Program for qualifying non-
state owned governmental nursing facilities.

Therefore, for nursing facility services reimbursed on or after
October 1, 2008, qualifying Medicaid nursing facilities shall
receive a Medicaid supplemental payment {(in addition to the per diem
payment). The gualification, upper payment limit calculation, and
payment methodoleogy are described below.
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(1) Qualifications

In order to qualify for a supplemental payment as an Essential Public
Safety Net nursing facility, a nursing facility must meet all of the
following criteria:

a) The nursing facility is a non-state owned goverrmental nursing facility;

b) The nursing facility is located in the State of South Carolina;

c) The nursing facility is licensed as a nursing facility by the State of
South Carolina and is a current Medicaid provider;

and one of the following criteria:

(1) The nursing facility is hospital based; or

(ii) The nursing facility is owned by a rural non-state owned governmental
hospital and the total licensed beds owned by the hospital at all of its
nursing facilities exceeds 200 beds; or

(iii) The nursing facility’s total licensed beds is in excess of 300 beds.

(2) Upper Payment Limit Calculation

The upper payment limit effective October 1, 2008 for Essential
Public Safety Net nursing facilities will be calculated using the
Medicaid frequency distribution of all licensed South Carolina
non-state owned governmental nursing facilities which contract
with the South Carolina Medicaid Program. This frequency
distribution will be determined wusing the Medicaid MDS
assessments completed during the most recently completed calendar
year (i.e. January 1 through December 31) prior to the effective
date of the plan amendment. The results of each nursing
facility’s Medicaid frequency distribution will then be applied
to the total Medicaid patient days (less coinsurance days) paid
to the nursing facility during each federal fiscal year beginning
October 1, 2008 in order to allocate the Medicaid days across the
53 Medicare RUG categories. The applicable Medicare rates for the payment
year for each RUG category will be applied against the Medicaid days for each
RUG category, and then summed, to determine the maximum upper payment limit to
be used in the determination of the Essential Public Safety Net nursing
facility payments.

In order to adjust for program differences between the Medicare and Medicaid
payment programs, the SCDHHS will calculate Medicaid payments in accordance
with Section K(3)} (b) of the plan.

(1) Payment Methodology

The South Carolina Department of Health and Human Services will make a
supplemental Medicaid payment in addition to the standard nursing facility
reimbursement to qualifying Essential Public Safety Net nursing facilities.
Such payments will be made on an annual basis after services have been
furnished. The payment methodology is as follows:

a) The upper payment limit for all licensed South Carolina non-state owned
governmental nursing facilities which contract with the South Carolina
Medicaid Program will be computed as described under section K(2) above.
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b) Medicaid reimbursement payments for all licensed South Carolina non-state
owned governmental nursing facilities which contract with the South
Carolina Medicaid Program will be computed using the corresponding
federal fiscal year Medicaid days paid during the period beginning
October 1, 2008. The Medicaid reimbursement payments will incorporate:
(1) the gross per diem payments based upon the Medicaid rate(s) in effect
during the payment period as computed in accordance with the state plan,
and (2) ancillary service payments which are not reflected within the
gross Medicaid rate. The ancillary services would include pharmacy, lab,
x-ray and ambulance. In order to determine these costs, only Medicaid
eligible recipients residing in nursing facilities will be wused.
Additionally, Publications 12 (The Skilled Nursing Facility Manual) and
100-04 (Medicare Claims Processing Manual) will provide the criteria to
be used in determining the apprcpriate pharmacy, lab, x-ray and ambulance
services to be pulled. Eligibility information from MEDS as well as paid
claims data from MMIS and/or Medstat will be used in the analysis. In
order to adjust the ancillary service costs to a per patient day basis,
the number of nursing facility days paid on behalf of each individual
will also be accumulated from MMIS and/or Medstat.

c) The sum of the upper payment limit as described in K(3) (a) will be
reduced by the sum of the Medicaid reimbursement payments as described in
K(3) (b) to determine the amount of the upper payment limit pool payments
to be paid to the qualifying Essential Public Safety Net nursing
facilities (as defined in section K(1)).

d) Each qualifying Essential Public Safety Net nursing facility's
supplemental payment will be calculated by taking the upper payment
limit pool as described in K(3) (¢) and multiplying by each Essential
Public Safety Net nursing facility’s percentage of unreimbursed UPL
cost to total unreimbursed UPL cost of the Essential Public Safety
Net nursing facilities.

The total payments made to the licensed South Carolina non-state
owned governmental nursing facilities that contract with the South
Carolina Medicaid Program, including the Essential Public Safety Net
nursing facility supplemental payments, will not exceed the
aggregate Upper Payment Limit amount for the non-state owned
governmental nursing facilities. Additionally, the Essential Public
Safety Net nursing facility supplemental payments will not be
subject to the lower of costs or charges limitation.

L. Payment Assistance

The Medicaid Agency will pay each Provider of nursing care services,
who furnishes the services in accordance with the requirements of
the State Plan, the amount determined for services furnished by the
Provider under the Plan according to the methods and standards set
forth in Section III of this attachment.

M. Upper Limits

1. The Medicaid Agency will not pay more than the provider's
customary charge for private-pay patients except governmental
facilities that provide services free or at a nominal charge.
These facilities will be reimbursed on a reasonable cost
related basis.

2. Any limitation on coverage of cost published under 42 CFR
413.30 and 413.35 will be applied to payments for long-term
care facility services.
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3. The cost of services, facilities and supplies furnished by
organizations related by common ownership or control will not
exceed the lower of the cost to the organization or the price
of comparable services, facilities or supplies purchased
elsewhere. The Medicaid Agency's cost report requires related
organizations and costs to be identified and certified.

4. The Medicaid Agency may not pay more in the aggregate for long
term care facility services than the amount that would be paid
for the services under the Medicare principles of
reimbursement. If it is determined that SCDHHS is paying more
in the aggregate for long term care services, then the
Medicaid rate for each facility will be 1limited to the
Medicare rate retroactive to the beginning of the contract
period. Upper Payment Limits will be calculated and tested
against the following three groupings - State owned/operated;
Non-state owned/operated governmental facilities; and
Privately owned/operated facilities.

N. Provider Participation

Payments made under this State Plan are designed to enlist
participation of a sufficient number of Providers of services in the
program, so that eligible persons can receive the medical care and
services included in the State Plan at least to the extent these are
available to the general public. In accordance with the Balanced
Budget Act of 1997, the state has provided for a public process in
which providers, beneficiaries and their representatives, and other
concerned state residents are given the reasonable opportunity to
review and comment on the determination of rates under this plan.

O. Payment in Full

Participation in the program shall be limited to Providers of
services who accept, as payment in full, the amounts paid in
accordance with the provisions of this attachment for covered
services provided to Medicaid recipients in accordance with 42 CFR
447.15.

P. Medicare Part A Coinsurance Days

Effective for dates of service beginning December 1, 2001, the South
Carolina Department of Health and Human Services (SCDHHS) will no
longer reimburse Medicaid contracting nursing facilities for
Medicare Part A coinsurance days (Swing Bed Hospitals are exempted
from this provision). Effective for dates of service beginning
October 1, 2008, the SCDHHS will reimburse coinsurance payments
applicable to Medicaid eligibles that qualify as a “Qualified
Medicare Beneficiary (QMB) in accordance with the following payment
methodology - the Medicaid payment will amount to the gross Medicaid
rate/day less the amount paid by Medicare/day not to exceed the
Medicare coinsurance rate/day.
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Allowability of Certain Costs

A) Auto Expense:

B)

Allowable costs shall not include actual costs of administrative
vehicles used for business purposes or regular vehicles used for
patient care related activities (depreciation, maintenance, gas
and oil, etc.). Allowable costs shall include administrative
vehicle expense and regular vehicles expense used for patient
care related activities only through documented business miles
multiplied by the current mileage rate for the State of South
Carolina employees.

Allowable costs shall include the actual costs of specialty
vehicles (e.g., vans, trucks). These costs will be classified to
the appropriate cost centers for Medicaid cost reporting
purposes. Allowable costs would include operation, maintenance,
gas and oil, and straight line depreciation (over a 5 year useful
life). Should these specialty vehicles be made available for
personal use of the facility employees, then that percentage of
cost would be reclassified to nonallowable expense.

It is the intent of the SCDHHS to recognize as specialty
vehicles, station wagons with a seating capacity of more than six
(6) passengers used in patient care related activities, vans, and
trucks. The cost of sedans or station wagons with a seating
capacity of six (6) or less passengers used for patient transport
or other patient care related activities will be limited to the
state employee mileage rate and charged to the appropriate cost
center (s) based upon miles documented by a log effective August
1, 1986.

For cost reporting requirements prior to August 1, 1986, actual
allowable costs which would include operation, maintenance, gas
and oil, and straight-line depreciation (over a 5 year useful
life and limited to 10,000 maximum vehicle cost) will be used in
determining allowable costs for cost centers other than
administration. Should these specialty vehicles be made
available for personal use of the facility employees, then that
percentage of cost would be reclassified to nonallowable expense.

Any vehicle that cannot be identified to charge to the
appropriate cost center will be charged to administration and
follow administration vehicle allowable cost guidelines.
However, only that portion of such costs related directly to
patient care related purposes will be allowed.

Dues

Association dues will be recognized for reimbursement purposes
only when the dues are for professional services that are patient
care related. Any component of association dues related to legal
actions against state agencies, lobbying, etc., will not be
recognized as an allowable cost for Medicaid rate setting
purposes.
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C} Legal Fees

For rates effective Oclober 1, 2006, allcowabie Medicaid
reimbursable cos*s include reasonable legal fegs arising Zfror
norna. day-to-day business actlivilies re.ated to pacicnt care as
defined in HIM-15. Any legal fees recognized as allowable
Medicaid costs must be demonstrated Lo be necessary for the
efficient delivery cf nesaoed health carc services provided by the
tacility.

OlLher legai charges including, but net timited to, those lacurred
in administrative appeals and/or litigation irvelving state or
federal agencies will not be considered an allowable <ost fog
Medicaid rate serting opurposcs. However, reasonable legal fees
incurred in adminis-rative appeals of audit exceptions may be
refundable Liharough an adjustment outside of the rate setting
system. The amousnl of the adjustment shalil be delermined by the
Agency Hearing Panel, upen documentation, but suall not exceea
tifteen percent of Lhe arount recovercd through appeals or
51,000, whichever ls lower. Additicnally, retzincr fees would not
be considered an allowable cost.

) Travel

Patient care related travel will be recognized in accoxdance with
South Carolina state employees per dien and travel rvegulations.
Cut-of-state travel will be limited to the 48 states located
within Lhe continentzl United States. Further, such ouz-of-statc
travel must be cither Lhe reasonable allccable portivn of cost
for chain facilities with out-of-siale vffices; or (1) be for the
purpose of mecting conlinruing education requizements and (2) must
be to parlicipate in seminars or meelings that are approved for
that purpose by the Scuth Czrolina Board of Examiners for Nursing
Home Administrators. Allowable ceatl [or attendance at out~of-
state meetings and seminars will be limited to two Trips psr year
per faclility. Also, out-of-state travel does not include travel
to counties bordering the State of South Carolina. Effective *or
July 1, 1990 payment ratcs, travel to the tollowing states/areas
are treated as in-state ftravei, and thus are nol subjecht to the
limits on ont-ef-state =ravel: Geergia, North Carolina,
Washington B.C,, aud Baltimore, Maryland.

F) Director Fees

Director fees and costs asscciated with attending board meetings
or octher top management responsibilities will not be allowed.
flowever travel to and from the directors meetings will be allowed
at the per mile rate for state employees and will be limited Lo
in-state *travei.
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(These limits below do not

include fringe benefits provided on a non-discriminatory basis.)
ALLOWABLE COMPENSATION RANGES FOR OWNERS (LESSORS) AND/OR THEIR
RELATIVES AND LESSEES AND/OR THEIR RELATIVES:

0-60 BEDS 61-99 BEDS 100+BEDS
JOB TITLE MAX ALLOWED | MAXALLOWED | MAX ALLOWED
ANNUAL SALARY | ANNUAL SALARY | ANNUAL SALARY
DIRECTOR OF NURSING (DON) $50,742 $53,472 $61,572
__wz $41,585 $42,939 $44,086
_ PN $31,531 $31,531 uaw,oi_
_nz> $17,694 $17,832 ﬁmbwc__
SOCIAL SERVICES DIRECTOR $26,025 $27,218 $31 .uqm__
SOCIAL SERVICES ASSISTANT $18,313 $23.202 $24,968
ACTIVITY DIRECTOR $21,390 $22,674 $24,487
ACTIVITY ASSISTANT $17,718 $17,718 $17,718
IDIETARY SUPERVISOR $20,746 $27,172 $31,624]
__Em;_@ WORKER $15,720 $16,179 $16,592
__r>czc_~< SUPERVISOR $24,097 $24,097 $24,097]
__r»czc_sw WORKER $14,022 $14,596 $15,329
_W%cmmwmmzzm SUPERVISOR $18,428 $21,296 $24,373
HOUSEKEEPING WORKER $14,894 $15,008 $15,537
IMAINTENANCE SUPERVISOR $29,903 $29.903 $34,081
_zazg,mz»,zom WORKER $20,746 $22 444 $22,652]
DMINISTRATOR $55,170 $69,307 $84,959)
ASSISTANT ADMINISTRATOR $51,568 ' $51,568 $51 u%__
IBOOKKEEPER / BUSINESS MGR $27,745 $29,604] $35,319
SECRETARY / RECEPTIONIST $22,467 $22,467 $22 467
IMEDICAL RECORDS SECRETARY] $22,260 $22,260 $22 260}
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The abcve are maximum limits of allowaskle compensation to
owners and/or relatives who are actually perforning these
duties 1005 of a normal work week. Part-time perliormance
will be computed on peorcenlaye ot <ime spent. ND
individual will have more than one fuil time eguivalent (40
hours per week) job recegrized in the Medicaid program,

If the facility has under 60 beds, only (1} AdminisLrator
and/or Business Manager is aliowed.

Dllowances for any position not specificaliy listed hereir
will be based on comparable positions.

Qther items of consideration to ke used in adjustments to
these maximum allowances are:

a. Determination ithat the job is necessary and that
fhe person is aclua-ly there 40 hours per week.
{The owner/lessee must document that the job s
necessary, and thc relalive actually woxrked on

Lhe premises the numbexr ¢l hours c.aimed.)

b. The time pericd during which these dulies weve
perforned.

¢. Accountirng period bed zhanges based on dates of
cliange .

Allowable compensation amounts shown above will be adjusted
annually by annual cost ot living raises provided to state
amployees.
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G) ALLOWABLE COMPENSATION RANGES FOR OWNERS AND/OR THEIR RELATIVES
EMPLOYED BY PARENT COMPANIES:
$ - CEO
JOB TITLE Compensation | 0-60 BEDS |61-99 BEDS|100-257 BEDS 258 + BEDS
130%* 100+
see nh admin. admin.
CEO Guidelines $55,170 $69, 307 $84,959 Guidelines|$110,447
IASST CEO
CONTROLLER
CORPORATE SECRETARY
CORPORATE TREASURER
ATTORNEY 75% $41,377 $51,980 $63,719 $82,835
ACCOUNTANT
BUSINESS MGR
PURCHASING AGENT
REGIONAL
WUZHZHme>HOW
REGIONAL V-P
REGIONAL EXECUTIVE 70% 538,619 $48,515 $59,471 $77,313
CONSULTANTS:
SOCIAL
WOHH<HHM
DIETARY (RD)
PHYSICAL THER (RPT)
ﬂmUHowh RECORDS (RRA)

URSING (BSRN) 65% $35,860 $45,049 $55,223 $71,790
SECRETARIES see nh $22,467 $22,467 $22,467 $22,467
IBOOKKEEPERS see nh $27,745 $29, 604 $35,319 $35,319
[MEDICAL DIRECTOR 90% 549,653 562,376 $76,463 $99,402
_— **NOTE: there are no home offices in the 0-60 bed group

1. The above are maximum limits of allowable cost for owners

and/or relatives who are actually performing these duties 100%

of a normal work week.

according to time spent.

Part-time performance will be computed

No individual will have more than

one full time equivalent (40 hour per week) job recognized in
the Medicaid program.

2, No assistant operating executive will be authorized for a
chain with 257 beds or less.
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3. Ellowable compensaticn amounts shown apove will be adjusted
annually by annual cost of living raises provided Lo state
employeccs.

Managewent Fee

Only reasounable management tees which result in lower zotal costs
shall be included in allowable costs. Bach centgally managed
facility shall submil g home otfice cost repor:t which separately
identifies cach cost by cost categories. The costs so idenlified
will be individually Lested for reasonableness arnd then assigred
to the appropriate line item in the individval facility's cost
report.

rFor purpeses of setting the currcnt administrative cost
standards, Lhe administrative costs of those centrally managed
farilities that reported their management fec as o single line
item among administrative costs in their cost report shall be
excluded from the compulalion of the administrative standard.
Those centrally wanaged facilicies which fdentified <zheir
managerent fee as a single line ilem among administrative costs
shall have the management fec inciuded _n administrative cost for
the purpuse of rate calcalation.

Cther Benefiis

The other benefits such as pensions, group life insurance, and
health insurance can be recognized il Lhese benetits are provided
in accordance with sound financial/mandgement practices by the

provider. This excludes from allowakle cosl Key Man Tife
Insurence amxi benefits made available only to an exclusive number
cf cmployees, including the owner of the facllity. Other

bernefits are accumu’lated to appiicable cost centers.

Fayroil Taxes and Bencfitg

Payroll vaxes and hencfits should be reported in the cost center
applicaple tor the salaries to which Lhey relate. Payroll taxes
and benefits will be limited in the same proportion that
compensation is limited.

Rottine Laundry Services

Lffective October 1, 19%3, hasic persona’ iaundry services are To
be provided to all paticnts ¢f Lhe facility free of charge. All
laundry costs asscciated with basic patient personal laundry will
be included in allowable costs 1in the laurndry cost center,
Therelore, for clarification purposes, tnere should be neo
reduction in aliowanle costs via a sbep—down or income offset for
the provision of basin personal laundry services regardiess of
whether ¢r not a charge is made for +this serv.ce. Rasic
persaonal lauandry does not inciude dry elcaning, mending, hand
washing or otner specialily services; these services need not ke
provided and residents may be chargyed for such services if they
reguest Lhen.
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ecialTy Bed Expense

lipecialty beds are defined as alr fluidized therapy beds and Zow
air loss beds, TFor rates eflfective Oatoher 1, 1994, specialty
bed costs that will be rcimbursavle unaer the South Carolina
Medicaid nuraing tacility reimburscment rale will consist of only
spec.alty bed costs fer Medicaid recipienls in which tae nursing
fgclility did nom receive reimbursement from ithe Medicare Program
for this service. Tne specialty ked costs that will be excluaded
from allowdble costs will consist of dircct cosits only. No
indirect costs associated with the removal c¢f specislty bed
experse will be removed tror a lowable costs in order Lo
encourage Medicere varticipation.

M} Ancillary Scrvices Reimbursement

Ancililary scrvices provided Lo Medicaid recipients are allowable
costs, and thus, reimbursable under botn the Medicare and
Medicaid Programs. Medicare reimburses these costs outside of
the evera’l routinc per diem rdle while Meaicaid reimburses thesc
costs as a part of the coverall :rouiine per diem rate. Ancillary
services which are reimbursed by Medicare incliude: physical
therapy, speech therapy, oxygen theravy, occupationa: therapy,
medical supplies, PEN therapy and other special services.
Zffective Jaauvary 1, 1993, in order to avoid dual reimbursement
of these costs from both the Medicare and Medicaid Programs, the
SCUHHS witl on!y inciude the costs of the Medicald recipients!
ancillary services whick are not reimbursed by Lhe Medicare
Pregram in the tacility's Medicaid reimbursement rate. However,
when ancillary service costs are reimburscd as part of routine
cosls by Medicare (e.g. PEN Therapy), thesc costs will vontinue
To be Lreazled &s allowable costs in the facility's Medicait
recirbursemenl rate. Theretore, only rthose c¢osts which are
reirbursed oulside of the overall routine per dicm rate by
Mcdicare wlill be removed from allcwable costs for Mcdicaid rate
sotting purposes. “he ancillary services costs that will be
excluded from allowable costs will congist of direct costs only.
No indircct costs assovlaled with the removal of ancillary
services will be remeved [roum allowable nosts in order to
encourage Medicare pezlicipatlion. Fffective January 1, 20C3,
Part B coinsurance paymenis applicable tn dual eligib.es will no
longer be reimbursed through the per diem rate.

For state operated long term care facililles which are reimbursed
retreospective.y their totel allowable costs, no aediustment to the
Medicaic rate wi 1 be made to ancillary services (including
specially beds) to adjust for dual reoimbursemernl by both the
Medicare and Medicaid Programs. Instead, Medicare Parl A and
Part B ancillary services cost settlements will be made upon
submissior ©f the annual 'Yk June 30 cost reports in accordance
witn the cost reporting schedules.

Lursuant to the ahove, it shall be Lhe responsibility of the
provider to bil: the Medicare Program for Lhe reirmbursement of
cevered anciliary services provided to dual eligible recipients.
Failure o -implement nilling procedures by January 1, 1995 could
result in an adjastment to allowable cost.
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Fden Alternative Expenses

The c¢osts incurred by nursing facilities which participate in
adopting the Eden Alternative concept will be considered an
allowakle cosl [or Medicaia rate setting purposes. The goals of
the Eden MAltcrnallve are *o improve the guallLy of life in
nursing facililies, and transform tnc conveniticna. nursing
tacility iato a vibrant human habitat for ils residents. The
incorporation of yaerdens, animals, birds, and children in%to the
daily activities of the nursing facility residents assists in
meeting thesc gpals.

As with all other allowabie Medicaid costs, these costs will be
subject to rcasonabieness and must be rclated to patient care.
Additionaily, Eden AlLernativa expenses nust be oliset by grant
income. Costs associaled with fund raising activilies applicable
to the Eden Alternat.ve concept or any other fund ralsing program
will not be considered an a.lowable cost for Medicaid rare
setting purposcs.

Prufessiona. Diabkility, Workers’ Compensation, and Health
Insurance Casts

A provider participating in tac South Carviina Medicaid Program
is oxpecled to foliow sournd and prudent ranagement practices,
including the maintenance of an adequate ingurance program T
protect itsclf agalnust likely losses, particularly losses so
greatr +*hat the provider’'s financial stabilily would be
threatened. Therc are variocus types of insurance coverage that
are aLlowable costs for Scuth Carolina Medicaid reimbursement
purposes and they, as well as their allowanle cost reeuiremenls,
are defined in the Provider Reimbursement Manual HIM-15, sections
2161 through 2162.14. However, due to recent guestions relatling
to providers' treatment of professional liability, workezs’
compengation, and health insurance costs, the BSouth Carolina
Department of Tlealth and Human Services (SCDINIS) is providing the
following clarification/new poclicy Lo address tne guestions
raiscd for Lhe three insurance programs.

The provider may choose to protect itself againsi professional
liability, workers’ compensation, and heal=h insuranve costs
through the use of one of the following methods:

1. Insurance purchased from a commercial insurance company which
provides coverdge after a deductible or colnsurance provision
has been met;

2. lnsurance purchased from a limited purpsse insurance company
{capt.ve):

3. Total sc¢lf insurance; ov
4., A combiraticn of purchased insurance and sclf-insurance.

Tn order for Line losses and the costs associated with the
purchase of insurance coverage to be considered as «n allowable
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cost for South Carolina Medicaid reimbursemer:tl purposas, all
pertinent previsions of the Provider Reirbursemcent Manual EIM-1%
muast be met. This would include Lhicse sectiens of HIM-15 relating
to losscs arising from other than sale of asscts (i.e. all
sections of 2160 througn 2163.5) and Lhose sections of HIM-15
relating to insurance (i.e. all aeclLions of 2161 through
2162.14), In addilion, the szazc will calavify existing
requirements and impose new regquirements effective Octohezr I,
2007:

¢ No more than twelve morlls of claims expense will be allowed
during a full cost revorling veriod;

& Professional liability punitive damage awards are not
considered an allowable ccsl for South Carolina Medica‘d
reimbursement purposes.

e Effcctive October 1, 2007, free slanding nursing facilities as
well as chain nursing fagcililies mnst ensure thal Soutn
Carolina specific data is used in claiming allowabie insurance
costs for its South Carclina nursing facilities.

s Tor cost reporting periads beginning on or atter Octeobker 1,
2007, when a change is made from cormecrcial insurance to onc
0f the alternatives listea above or from oue alterrative to
anolher, the provider must document and submit Lo the SCDEHS a
comparative analysis which shows that the provider’s cheice
results in a reasonable cost [or the coverage offered and what
the cxtenl ¢f the coverage is consistent with sound management
practices. 'The provider's conparative analysis musl be
performed every thvee {3} vyears to assure consistent
application of Lhe prudent buyer princip.e and to properly
monitor the costl effechiverass of the insuring method being
applied. The provider must provide chese analyses for review
by the SCDHES and/or Lhe Ortice of the Stale Aunditor (SRO).
The analyses must include the information as rellected in EINM-
15, secticn ?7i62.C.

e Providers that are currentiy operating under insurance
coverage other *han commercial insurance are roguired to
pertorm a compatative Analysis every Lhree (3) years tc assure
congistent application of the prudent buyer principle and to
properiy monitor the cos. effectiveness of the insuring method
being applied. Thne provider must provide these analyses for
review by Lhe SCIOHHS and/or Lhe SRC. The analyses must include
the informalion as veflected in HIM-1%, section 2162.C. An
insurance survey will be mailed to all contracting providers
ne later than March 31, 2008 <o determine those providers Lhat
will be reqguired to perform the comparative analysis and when
it will be due.
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o Tttective Oclober 1, 2007, providers cannet swilch between
claims paid and «¢laims paid with incorred but not reporred

experses (IBNR) factor without orior aatherization from the
SCDHHS.

Insurance Zurchased from a Commercial Insurance Company

The rcasonable costs of insurance purchased from a commercial
carrier are allowahle if the type, exten, and cost of coverage
are consistenl with sound management practice (RIM-15, sections
2161,A., 2162.1, 2160.1), The premiums paid under this coverage
will be an allowable cost for South Carolina Medicedid
reimbursenent purpcses using GRAP and HiM -15 reimbursementl

rinviples to allocale the expersc between cost reporting
periods.

Tnsurance Purchased from a Zimited Purpose Insurance Company
(Captive)

Ses HIM-15, section 2162.2 tor South Carolina Medicaid allowable
cost reimbursement roguirements.

Total Sell-lnsurance

B provider must meet all of the comditions set forth in HIM-TH,
section 2162.7 to be designated as “seif-insured” by the Sourr
lareolina Medicalid Program. Under this desigration, providers will
be required to claim as cost the acluarial determined amouat to
be paid into the fuand in aczcordance with AIM-15. Fxperses rclated
to losses paid out of the self-insurance fund As described in
HIM-15, section 2162.8 will be considered an allowabhle cost for
South Carovlina Medicaid reimbursement purposes. Those expenses
specifically identified in seclLion 2167.8 will become part of the
cost of the particular insurance coverage that mcets the se’'f-
insurance tesl while those not specificaily identified will be
consldered an administrative cost. In the event that the provider
does not meet all of the “self-insurance” criteria as ostablished
in HIM-15, section 2162./, the provide:’s al!owable Mcdicaid
reimbursable costs aszociated with insurance coverage will be
limited Lo one of the following options:

(a} = aclual claims paid during *the cost reporting
peried; or

(L) actual claimsg paid with 2 ycar end acacrual for
incurred but nol reperted {IBNR} expenses
applicable teo the cosl reporting pericd. ''he TNHNR
faclor will be determined based upen experience
cocurring during Lle threo menth
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period immediately [ollowing the end of the cos.
raporting pericd.
Allowability of actual losas related to deduclibles or co-
insurance will be delerminea ‘r azcordance with HIM-15, Section

2162 .5,

Professivnal Liakility Expense Only - Peol Payments

Effective October 1, 2007, providers will be rcimbursed ouiside
of their Medicaid reimbursement. rate for Zrofessional Liablliny
claims that exceed $50,000 on an inaivionua! claim-by-claim basis.
When a claim for paymenl is made under this provision, the
provider will be required to submil to the SCNHHAS a copy of the
finai settlement agreccement and/or court or Fury decision. Any
selllement negotiated by the provider or award resu:ting from a
court or jury decision of damages paid by Lhe previder in excess
of the provider's policy, as well as the reasonable cost ot any
legal assistance connected with the settlement or awardé will be
considered an allowakle Medicaid reimbursable cost, provided Lhe
provider submits ovidcnce Lo Lhe satistaction of the SCRHES
and/or thne SAC <that the insurance coverage carried by the
provider ar the time of the loss reflecred the decision of
prudenl management [(HIM-15, section 2160.2).The reasconable legal
costs associated with zhis claim will be reinbursed via =he
nursing facilily’s Medicaid per diem rate.

This payment will be rade via a gross adjnstment and Medicaid’s
pertion of this payment will be determined based upon the
Medicaid occupancy of the nursing lfacility during the cost-
reporting period in which the claim is paid. Payments made under
this method will be for those claims that have a final settlement
date within the corresponding cost reporting period. sJor
exarp_.e, clairs with a [inal settlement date occurring between
October 1, 2005 througn SeplLember 30, Y006 will be cligible for
payment on or after October 1, 2007. The tina. settlement kotween
the plaintitf and the nursing facililLy should indicate the amount
of the payment tor corpensatory or actual damages and the amount
cf the payment for punitive damages. Professionzl liability
punitive damage awdrds are nov coansidered an allowable cost tor
South Carcolina Medicaid relabursement purposes. This paymenl will
noi be subject tc the lower of coust or charges compliance test.
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