DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop $2-26-12 C Y | S

B altimore, MD 2 1 2 4 4_ l 8 5 O ‘c~ CENTERS FOR MEDICARE & MEDHCAHD SERVICES
ENTER FOR MEDICAID & CHIP SERVICES

Financial Management Group

0CT 24 204
Mr. Anthony E. Keck
Director
Department of Health and Human Services
P.O. Box 8206

Columbia, South Carolina 29202-8206
RE: State Plan Amendment SC 14-020

Dear Mr. Keck:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid state
plan submitted under transmittal number (TN) 14-020. Effective October 1, 2014 this
amendment modifies the State’s reimbursement methodology for setting payment rates for
nursing facility services. Specifically, the following changes are being proposed: update
asset value and market rate of return used in capital payment determination; update cost
center standards; increase payment rates by 3.3%,; eliminate budget neutrality factor; revise
payment method for change of ownership or lease of fixed assets to purchaser; and require
retrospective cost settlement for providers that self-fund liability insurance if they change to
purchasing commercial insurance or sell the nursing facility.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a), 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, 2014. We are enclosing the CMS-179 and the amended approved

plan pages.
If you have any questions, please call Stanley Fields at (502) 223-5332.
Sincerely,
%Zévm L J—

Timothy Hill /o~
Director
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costs.,

Computation of Cost of Capital

The ¢ost o©f capital for each patient day served would be
calculated for each nursing home 1sed o the Deemed Asset
Value. The computation of the rav - reimbursement for the
cost of capital is illustraved below in Table 1 Zor the

8C 14-020

EFFECTIVE DATE; 10-01-14
ro approveD: T 2.4 104
SUPERSEDES: SC 13-010



ATTACHMENT 4.1%-D
Fage 14
Revised 1G6/01/14

PROVIDER NAME: g
PROVIDER NUMBER: 4
REPORTING PERIOD: 10/6G1/712 tnrough 09/30/13 DARTE EFF. 10701714
MAXIMUM BED DAYS: ]
PATIENT DAYS USED: 0 PATIENT DAYE INCURRED 0
TOTAL PROVIDER REDS: 0 ACTUAL OCCUPANCY G
L LEVEL A (.000 PATIENT DAYS @ 0
r COMPUTATION OF REIMBURSEMENT RATE - PERCENT SKILLED METHCDOLOGY |
PROFIT TOTAL COST COMPUTED
IHCENTIVE  ALLOW C03T STANDARD RATE
CO8TS SUBISECT TO STANIARDS:
GENERAT. SERVICE .00 0.00

DIETARY 00 .00
LADNGERY/HOUSEKEEPING/MAINT . .00 G ot

SUBTOTAL 0.00C .00 .00 G.00
ADMIN & MED REC ¢.00 £.00 0. D¢ 000

.00 .00

pe)
<
o

SUBTOTAL 3.00 0.

TOS8TS NOT SUBJECT TC STANDARDS:

UTILITIES .00
SPECIAL SERVICES ¢ 00
MEDICAL SUPPLIES AND CHYGEN .00
TAXES AND INSURAKCE G.00
LEGAL COST ¢.00 .00
SUBTOTAL (.00 0,00
GRAND TOTAL 0. 00 G.a0
INFLATION FACTOR 2.30 ¢.a0
CosST OF CAPITAL G.o0
PROFIT INCENTIVE (MAX 3.5% OF ALLOWABLE 0SW 3.50° 0.00
COST THCENTIVE - FOR GENERAL SERVICE, DIETARY, LHM G.00
EFFECT OF $1.75 (AP ON COST/PROFIT INCENTIVED $1.75 G.a0
SUBTOTAL .00
ADJUSTMENT FACTOR .0000% G.a0
REIMBURSEMENT RATE .00

SC: 14-020

EFFECTIVE DATE 4
EPFRCTIVE DATE(CTO4-204
SUPERSEDES: SC 13-010
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Cost Incentive - General Services, Dietary, and Laundry,
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of the standards.

Frofit wiil be ailcowed if the preovider's allowablicec cost
is lower than rthe standard as follows:

a Administration ana Medical Records & Soervices -
100% of difference with no limitation.

SC 14-020
EFFECTIVE DATE: 10/01/14

RO APPROVED:  (CT 24 201y

SUPERSEDES: SC 13-010
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Page 18
Revised 10/01/14

the suam

Ceiling on profit will be limizesd to z 1/2%
t c iz step 2.

of the provider's allowable 3 T
The sum of the cost incentive and the Drolit S4nnoY
exceed 31.75 per patient day.

0. The dedicaid veimbursement rate will oe the total oI

costa asoumulated in step 6, wost of capitad, <ost

ayment for Hospital-based and Non-profit Facilities

Hospital-based and ron-profin  facilitiss wil
accordance with Sections I ;

Payment determination for a  new facility, replacemnsnt

facility, change of ownership throuy 4 purchase £ f
assers, change of ownership through a lease cf fixed ass
when a facility changes its bed capacity by more than £if
percent (50%;, or when temporary management is assigned by ihe
state agency to run a facility.

1. Payment determination for a new facility or a faclility
rhat changes its bed capacity by more than fifty percent

The followirng methodology shall be vrilized to dete
ate to be paid to a new facility or a facility ti
its bed capacity by more than fifty percent (50%;:

o on a six i6) month's projected budget of allowable costs
coveri f six months of the Frovider's operation
under the Medicaid program, the Medicaid agency will set an
interim rate .o 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 methodoleqgy previocusly
described will be applied to the provider's allowable costs in

determining the rate

SC  14-020

EFFECTIVE DATE: 10/01/14
RO APPROVED: OCT 34, 201Y
SUPERSEDES: SC 13-010
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to the Medicaid  Agency 4 Uniform Flﬂdﬂtll nd
Statistical Report covering the pericd through the Iirst
f:11 six (6) calendar months of operation. However, a
mirty (30) day extension of the due date of the cost

o

i for Qoo Sause. N “eauest B

1S

repori omay oe grar
extension, a written reguest should be submitted to the
Division of Long Term Tare Reimbursements prior to the
cost report due date,

SC  14-020
EFFECTIVE DATE: 10/01/14
RO APPROVED: QCT Y, QO)k/

SUPERSEDES: SC 12-013



ATTACHMENT 4.19%-D

This report

noursement € vi
The same rate Sefting
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The Medicaid agency will determine rhe percent of Level
A Medicaid patients served for a replacement facility ox
a change of cwnership, using the most recent twel
months of data {See Page 15, Paragraph B-1 (e) for the
time periods) as reflected on the SCDHHS Medstalt report
to estabiish rates.

. Payment determination for & change in ownership through a
purchase of fixed assets or lease of fixed assetls:

A change in ownership w*ll be d ed as a transaction

(i.e. a sale or lease of flxsd ssset rhat results o4

new operating entity and occurs between unrelated

parties. 2 purchase of the leased firxed assets by a

lessee {cwner  0f operating entity! will not be

~onsidered a change o©of ownership unless allowable
{icaid capital costs will be reduced (i.e., purchase

o]

‘L'J
price less than historical costs]. Each .
ownersily request will be reviewed individually.
Nursing facilities in  the process of obtaining a4
certificate of need due to a sale or lease beltween
unrelated parties prior to cetopber L, 2014 will be
grandfathered in under the prior system.

Fh

Purchase of Fixesd Assels

For a change in ownership due to a purchase of fixed
assets, the new owner will receive the prior owner's
most recent Medicaid rate upon the effective date of the
change in ownership (purchase) and subsequent Medicaid
reimbursement rates will be based upon the most recent ly
filed fiscal year end September 30 cost report o the
prior owner adjusted Tor  any industry wide inflation
trend or indastry wide add-on uncll thne new cowner tiies
2 minimum nine month cost report which ends 3eptembar
3G.

SC: 14-020
EFFECTIVE DATE: 10/01/14
RO APPROVED: OCT ¢, 2)0[‘/

SUPERSEDES: SC 10-006



ATTACHMENT 4.1%-D
Page 2
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Rate determinaticn for a facility in which _temporary
management 1E igned py the state agency to xrun the
facility:

In the event of the Medicaid agency having to place
temporary management in a nursing facility 1o correct
survey/certification deficiencies, reimbursement during the
fime in which the temporary management operates the
facility willi be based on 100% of total allowable costs
subject to the allowable cost definitions set forth in this
plan, effective October I, 199¢. These costs will not be
subject to any of the cost standaras as reflected on pags 4
of the plan. Capital reimbursement will pe  based on
historical cost of capital relmbursement in iieu of the
Medicald agency's current modified fair rental value
syster, iritial reimbursement will be based on projected
costs, with an interim settlement being determined once
cemporary management files an actual COSL report covering
the dates of operation in which the facility was being run
by the temporary management.

SC  14-020

EFFECTIVE DATE: 10/01/14

R0 APPROVED: 0CT 24, 201Y
SUPERSEDES: SC 10-006
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“ P e s
T3 o -, oV

R R

(" The annual Medicald cased rate enditures and the annuéa.
Medicaid rate expenditures for all p oviders within the ¢lass ars
summed to determine the aggregate payments Ior each class,

(83 the Medicaid UPL compliance check is derermined by comparing tre
aggregate Aamounts as derermined in {7) above to ensure that
Medicaid cost based rate expenditures are equas L0 Or greatsr

a
than Medicaid rate expenowtares. In the event that aggrega
Medicaid rate expenditures ex~eec aggregate Medicaid cost Dba

1 For each Zfagility will b=

rate EMHp

limited i
abov
I. Non-State Owned Governmental

The following metnhodology
limit appiicable o noen-ste

The threse most recent Ju

during the preceding feder

for the annual Medicalid

s described bsicow:

{1) Calculated Medicare upper payment limirs for the December, March,
and June guarters of the preceding federal fiscal vear
determined in accordance with the Essential bllc Safety
Nursing Facility Payment FProgram i riped orr Il
of Attachment 4.:%-0. Addicion

associated with each guarter are
hospice days.

—

To estimate the calculated
September quarts: :
are summed and
cstimated Medicaid pald day
determined using the same me

¢ 14-020
EFFECTIVE DATE: 10/01/14
RO A¥PROVED: og—rgj-[ QDJL/

SUPERSEDES sSg 13-
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xsuraﬂce rest whiie these not specif
red an administratnive 03U, :
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The retrospective settlement review process will inc ude the

review of prov1der contributions into the seli-insurance plan,
the actual claims history of the services reimbursed via the
self—insurance plan, and the Medicaid utilization rate(s) of
the nursing facility. In the event of an underpa'ment, the

Medicaid Agency will reimburse the nursing facility via a
gross adjustment. In the event cf an overpayment, the nursing
facility will be reguired to repay the Medicaid Agency the
overpayment amcunt.

Tn the event that the provider does not meet all of the “seli-
insurance” criteria as established in HIM-15, section 216z.7,
the provider’s allowakle Medicaid reimbursable costs
associated with insurance coverage will be limitea To one of

the following options:

a) actual claims paid during the cosn reporiing
period; <¥r

b} actual claims paid with & year ernd  accruai  for
incurred but not reported (IBNR} QX§enses appiicable
to the cost reporting period. The IBNR factor w‘li be
determined based upon exoerlnnce occurring during the
three month pericd immediately following the end of
the cost reporting period.

Lllowability of actual loses related to deductibles or co-
insurance wil pe determined in accordance  with  HIM- 15,

R AT

Jection 216Z2.5.

Professional Liability Expense Only - Pool Payments

Effective Octobex I, s will be reimbursed
outside of their Medlcn‘” ¥ LWOJV%emﬁ““ rate for Professional
ulablllty claims that exceed $50,000 on an individual claim-
by-claim basis. When a ¢l aim for payment is made under this
provision, the provider will be regquired to submit to the
SCDHHS a copy of the final settlement agreement and/or court
or jury decision. Any settlement negotla ed by the provider or
award resulting from a court or jury decisicn of damages pals
by the provider in excess of the provider’s policy, as well as
the reasonable cost of any legal assistance connected with the
sertlement or award will be considered an allowable Medicald
reimbursable cost, provided the provider submits evidence TG
the satisfaction of the SCDHHS and/or the BAO that <the
insurance soverage carried by the provider at the tiwme of the
loss reflected the decisien of prudent management {HIM-10,
section 21606.2).The reascnabie legan ssus  associatad  with
+this c¢laim will ke rel ia the nursing facility’s
Medicaia per diem rate.

sC 14-020
EFFECTIVE DATE: 10/01/14

RO APPROVED: OCT 24, 201
SUPERSEDES: SC 11-006
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SC 14-020

EFFECTIVE DATE: 10/01/14
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SUPERSEDES: New Page



