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Medicaid SP Section 419-B (Reimbursement) Review

The South Carolina Department of Health and Human Services (SCDHHS) will revise and/or reduce reimbursement
to providers effective for services provided on or after July 11, 2011 by the amount indicated. Providers incurred a
3% reduction for services provided on or after April 4, 2011. These reductions are in addition to the previous
reduction.
Exempt from Reductions
The following are exempt from these reductions:
e J-Codes

Hospice (except for room and board)
Federally Qualified Health Center/Rural Health Center (FQHC/RHC) encounter rate
Program for All-inclusive Care for the Elderly (PACE)
Inpatient and outpatient hospital services provided by qualifying burn intensive care unit hospitals, critical
access hospitals, isolated rural, small rural and certain large rural hospitals as defined by Rural/Urban
Commuting Area classes. These large rural hospitals must also be located in a Health Professional
Shortage Area (HPSA) for primary care for total population
e Services provided by state agencies
e Catawba tribal members are exempt when services are rendered by the Catawba Service Unit in Rock Hill,

South Carolina and when referred to a specialist or other medical provider by the Catawba Service Unit.

SERVICE 4.19-B PAGE/SECTION COMMENTS

Other Laboratory and Page 2/Section 3 Reduce reimbursement by 7%

X-Ray Services

Physician Services Page 2a.2/Section 5 e Pediatric Subspecialist — 2% rate reduction

(except Neonatologists)

e Reduce Labor and Delivery reimbursement from
$1164 to $1100 for Vaginal delivery and $1000
for C-section delivery

e Family Practice, General Practice, Osteopath,
Internal Medicine, Pediatrics, Geriatrics - 2%
rate reduction

e Anesthesiologists — 3% rate reduction

e All other physicians except Obstetrics, OB/GYN,
Maternal Fetal Medicine - 5% rate reduction

e EPSDT Well Visit codes — 2% rate reduction

Private Duty Nursing Page 2 and 4.19-D, page Reduce reimbursement by 4%.
30
Children’s Personal Care Page 2.1 Reduce reimbursement by 2%

Medical Professionals

Podiatrists' Services Page 3/Section 6.a Podiatrist reimbursement reduced by 7%
Optometrists' Services (Vision Care | Page 3/Section 6.b 5% for Optometrist to be consistent with
Services) Opthalmologists
Chiropractor’s Services Page 3/Section 6.c Chiropractor reimbursement reduced by 7%
Certified Registered Nurse Page 3/section 6.d CRNA reduced 3% reflected from Anesthesiologist
Anesthetist(CRNA) rate
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Medicaid SP Section 419-B (Reimbursement) Review

Nurse Practitioner

Psychologists

Licensed Midwives' Services

Physical Therapy
Occupational Therapy

Speech/Language and Audiological

Services

Nurse Midwife Services

Page 3
Page 3

Page 3

Page 3b/Section 11.a &
11b

Page 3b/Section 11.c
Page 6.2/Section 17

Nurse Practitioner reduction reflected as a
percentage of applicable physician rate
Psychologist reimbursement reduced by 7%
Licensed Nurse Midwife reduction reflected as a
percentage of applicable physician rate

All therapy services reduced by 7%

All therapy services reduced by 7%

Nurse Midwife Services reduction reflected as a
percentage of applicable physician rate

Integrated Personal Care

Page 6e of 3.1-A

Reduce reimbursement by 7%.

Home Health Services

Pages 3.1, 3a & 5/Section
12c; Att. 3.1A, page 4B

Reduce reimbursement by 4%.
Eliminate medical social work visits.

Clinical Services:

Page 3a/Section 9

Reduce reimbursement by 4%. (Exempt FQHCs and
RHCs) Covers ambulatory surgical centers, end
stage renal disease clinics, mental health clinics and
county health departments.

Dental Services

Page 3a/Section 10

Aggregate reduction of 3%.

Prescribed Drugs

Page 3b/Section 12.a

Reduce dispensing fee from $4.05 to $3.00.
Reduce reimbursement from AWP minus 13% to
16%.

Prosthetic Devices and Medical
Supplies Equipment and Services

(DME)

Page 5/Section 12.c

Expenditure reductions through updated state
specific fee schedule.

Transportation

Page 6h-6h.4/Section 24a

Reduce reimbursement by 4% for non-broker
provided transportation.
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2.a.

General
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF SOUTH CAROLINA

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES - OTHER TYPES OF CARE

(Reference Attachment 3.1-A)

OUTPATIENT HOSPITAL SERVICES

Provisions

A

Outpatient Hospital Reimbursement and Upper Payment Limit (UPL)Provision

This plan establishes the methods and standards for reimbursement of
outpatient hospital services effective October 1, 2007. Under this

plan,

a retrospective reimbursement system will be available for the

following qualifying hospitals:

Effective for services provided on or after July 11, 2011, all SC
general acute care hospitals except those designated as SC
critical access hospitals, SC isolated rural and small rural
hospitals, certain SC large rural hospitals which must be located
in a Health Professional Shortage Area (HPSA) for primary care
for total population, and qualifying burn intensive care unit
hospitals which contract with the SC Medicaid Program will
receive retrospective cost settlements, that, when added to fee
for service and non fee for service payments (i.e. interim
estimated cost settlements paid via gross adjustments), will
represent ninety-three percent (93%) of each hospital’s allowable
SC Medicaid outpatient costs which includes both base costs as
well as all capital related costs except for the capital
associated with Direct Medical Education (DME). The DME cost
component of these SC general acute care hospitals with
interns/residents and allied health alliance training programs
will be retrospectively cost settled at eighty-seven.three
percent (87.3%) of allowable SC Medicaid outpatient hospital DME
costs (including the DME capital related costs).

Effective for services provided on or after July 11, 2011, SC
general acute care hospitals designated as SC critical access
hospitals or those identified as SC isolated rural and small
rural hospitals as defined by Rural/Urban Commuting Area classes
will continue to receive retrospective cost settlements that
represent ninety-seven percent (97%) of allowable SC Medicaid
outpatient costs which includes base, capital and DME costs.
Additionally, certain SC Hlarge rural hospitals as defined by
Rural/Urban Commuting Area classes and are located in a Health
Professional Shortage Area (HPSA) for primary care TfTor total
population will continue to receive ninety-seven percent (97%)
of allowable SC Medicaid outpatient costs which includes base,
capital and DME costs.

Effective for services provided on or after October 1, 2011, SC
large rural hospitals as defined by Rural/Urban Commuting area
classes will receive retrospective cost settlements that
represent ninety-seven percent (97%) of allowable SC Medicaid
outpatient costs which includes base, capital and DME costs.

SC: 11-024

EFFECTIVE DATE: 10/01/11
RO APPROVAL: 03/19/12
SUPERCEDES: SC 11-013



ATTACHMENT 4.19-B
PAGE 1.1

e All qualifying hospitals that employ a burn intensive care unit
and contract with the SC Medicaid Program will receive an annual
retrospective cost settlement for outpatient services provided to
SC Medicaid patients. Effective for services provided on or after
July 11, 2011, the retrospective cost settlement amount for
qualifying hospitals with a burn iIntensive care unit will
continue to be limited to ninety-seven percent (97%) of allowable
SC Medicaid outpatient costs which includes base, capital, and
DME costs. In order for a hospital to qualify under this
scenario, a hospital must:

a. Be located in South Carolina or within 25 miles of the
South Carolina border;

b. Have a current contract with the South Carolina Medicaid
Program; and

c. Have at least 25 beds in its burn intensive care unit.

e All other hospitals that contract with the SC Medicaid Program
for outpatient hospital services will receive prospective payment
rates Tfrom the statewide outpatient hospital fee schedule.
However, effective for services provided on or after July 11,
2011 by contracting out of state border hospitals that have SC
Medicaid fee for service inpatient claims utilization of at least
200 claims, an annual analysis will be performed each cost
reporting year to ensure that Medicaid reimbursement under the
statewide outpatient hospital fee schedule does not exceed
ninety-three percent (93%) of allowable SC Medicaid outpatient
costs relating to base as well as all capital related costs
except for the capital associated with DME. DME costs (including
the capital related portion) associated with interns/residents
and allied health alliance training programs will no longer be
considered an allowable Medicaid reimbursable cost for out of
state border hospitals. For outpatient hospital services provided
by SC long term acute care hospitals beginning on or after July
11, 2011, an annual analysis will be performed each cost
reporting year to ensure that Medicaid reimbursement under the
statewide outpatient hospital fee schedule does not exceed
ninety-three percent (93%) of allowable SC Medicaid outpatient
costs relating to base as well as all capital related costs
except for the capital associated with DME. The DME cost
component of the SC long term acute care hospitals associated
with interns/residents and allied health alliance training
programs will be recognized at eighty-seven.three percent (87.3%)
of allowable SC Medicaid outpatient hospital DME costs (including
the DME capital related portion) in this analysis.

Determination of the Statewide Outpatient Hospital Fee Schedule Rates:

The October 1, 2007 statewide outpatient hospital fee schedule rates
for acute care and long term acute care hospitals will be based upon
the allowable outpatient cost information of covered services from each
acute care hospital’s FY 2005 cost report. Except as otherwise noted
in the plan, state-developed fee schedule rates are the same for both
governmental and private providers of outpatient hospital services. The
agency"s fee schedule rate was set as of October 1, 2007 and is
effective for services provided on or after that date. All rates are
published on the agency’s website. All contracting SC acute care
hospitals as well as out of state contracting border hospitals with SC
Medicaid fee for service inpatient claims utilization of at least 200
claims were used in this analysis. The source document for Medicaid
allowable outpatient costs will be the CMS-2552, which 1is the
Medicare/Medicaid cost report. Allowable Medicaid outpatient costs
will be determined in accordance with the Provider Reimbursement Manual
Publication 15. However, for clarification purposes, one hundred
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percent (100%) of the South Carolina general acute care hospital
provider tax will be considered an allowable Medicaid cost. Outpatient
allowable costs, charges and statistics will be extracted from the cost
report and prepared for the rate computations using the Tollowing
general guidelines. The FY 2005 SCDHHS MARS paid claims summary data
report for each acute care hospital identified above will also be used
during the analysis.

As Ffiled total facility costs are identified from each facility’s
FY 2005 Worksheet B Part 1 (BI) CMS-2552 cost report. Total
outpatient facility costs would include operating, capital, and
direct medical education. CRNA costs identified under Bl, column
20 are removed from allowable costs. Observation cost 1is
reclassified.

As filed total facility costs will be allocated to Medicaid
outpatient hospital cost using the following method:

A cost-to-charge ratio for each ancillary service will be
computed by dividing total costs as adjusted in this section
by total charges as reported on Worksheet C. This cost-to-
charge ratio will then be multiplied by SC Medicaid covered
charges (as reported on Worksheet D Part V for Medicaid
outpatient ancillary charges) to yield total SC Medicaid
outpatient ancillary costs. The SC Medicaid outpatient cost-
to-charge ratio will be determined by taking the sum of the SC
Medicaid outpatient ancillary costs and dividing this amount
by the sum of the SC Medicaid outpatient covered ancillary
charges. The SC Medicaid outpatient cost-to-charge ratio will
then be multiplied by the facility’s SC Medicaid covered
outpatient charges as identified on the SCDHHS MARS summary
paid claims data report to determine each hospital’s allowable
SC Medicaid outpatient cost for FY 2005.

The allowable Medicaid outpatient costs are summed to determine
the aggregate Medicaid outpatient costs for FY 2005. An aggregate
Medicaid allowable cost target was established at 95% of
allowable Medicaid outpatient costs.

After establishing the FY 2005 aggregate Medicaid allowable cost
target, several actuarial models were developed and FY 2005
outpatient claims were repriced to determine the uniform increase
in the statewide outpatient fee schedule rates. In order to trend
the rates to the period October 1, 2007 through September 30,
2008, a 3.5% annual trend factor was applied. As a result of
these steps, the statewide outpatient fee schedule rates
increased by 135% effective October 1, 2007.

Determination of Hospital Specific Outpatient Multipliers:

In order to convert the statewide outpatient fee schedule rate
payment into a hospital specific payment, an outpatient
multiplier will be developed for each hospital. The outpatient
multiplier will adjust the calculated statewide outpatient fee
schedule claims payment to a hospital specific payment and will
represent the projected outpatient costs calculated in accordance
with Agency defined criteria effective October 1, 2011 and
incorporate the impact of the July 11, 2011 payment reductions
for the classes of hospitals outlined in this and the following
two paragraphs. Hospitals that receive a hospital specific
outpatient multiplier will be those eligible to receive
retrospective cost settlements and those contracting out of state
border hospitals that have S C Medicaid fee for service
inpatient claims utilization of at least 200 claims. However, the
outpatient multiplier for the contracting out of state border
hospitals identified above will be set at an amount that
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will represent 70% of projected October 1, 2011 SC Medicaid
outpatient hospital costs. Effective for services provided by
contracting out of state border hospitals on or after July 11,
2011, projected allowable Medicaid outpatient hospital costs will
be reduced to account Tfor DME costs (including the capital
related costs) no longer being reimbursed to contracting out of
state border hospitals.

Effective for services provided on or after October 1, 2011, all
SC general acute care hospitals except those designated as SC
critical access hospitals, SC isolated rural and small rural
hospitals, certain SC large rural hospitals located in a Health
Professional Shortage Area (HPSA) for primary care Tfor total
population, SC large rural hospitals as defined by Rural/Urban
Commuting Area classes with total licensed beds of 90 or less and
qualifying burn intensive care unit hospitals which contract with
the SC Medicaid Program will have its October 1, 2011 hospital
specific outpatient multiplier calculated to reflect the impact
of the July 11, 2011 payment reductions (i.e. 93% of allowable
Medicaid targeted base costs less DME). Additionally, the
hospital specific multipliers of the SC general acute care
hospitals identified above with interns/residents and allied
health alliance training programs will be further adjusted to
account for the allowance of eighty-seven._three percent (87.3%)
of allowable SC Medicaid outpatient hospital DME costs (including
the DME capital related costs).

Effective for services provided on or after October 1, 2011, all
SC general acute care hospitals designated as SC critical access
hospitals, SC isolated rural and small rural hospitals, certain
SC large rural hospitals Ilocated iIn a Health Professional
Shortage Area (HPSA) for primary care for total population, SC
large rural hospitals as defined by Rural/Urban Commuting Area
classes with total licensed beds of 90 or less and qualifying
burn intensive care unit hospitals which contract with the SC
Medicaid Program will have its October 1, 2011 hospital specific
outpatient multiplier calculated to reflect the impact of the
July 11, 2011 payment reductions (i.e. 97% of allowable Medicaid
targeted costs including DME).

Effective for services provided on and after July 11, 2011,
hospitals that do not qualify for retrospective cost settlements
will receive an outpatient multiplier of _93.

The outpatient multiplier will be applied after the fee schedule
payment has been calculated prior to any reduction for third party
liability or coinsurance.

Clinical Lab Fee Schedule:

Effective October 1, 2010, all outpatient hospital clinical lab
services provided by governmental and private hospitals will be
reimbursed at one hundred percent (100%) of the 2010 Medicare
Clinical Lab Fee Schedule rates for the State of South Carolina.
Effective for services provided on or after October 1, 2011, all
outpatient hospital clinical 1lab services except for those
provided by hospitals identified as SC critical access hospitals,
SC isolated rural and small rural hospitals, certain SC large
rural hospitals located in a Health Professional Shortage Area
(HPSA) for primary care for total population, SC large rural
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hospitals as defined by Rural/Urban Commuting Area classes with
total licensed beds of 90 or less or qualifying burn intensive
care unit hospitals will be reimbursed at ninety percent (90%) of
the 2010 Medicare Clinical Lab Fee Schedule rates for the state of
South Carolina. SC critical access hospitals, SC isolated rural
and small rural hospitals, certain SC large rural hospitals
located in a Health Professional Shortage Area (HPSA) for primary
care for total population, SC large rural hospitals as defined by
Rural/Urban Commuting Area classes with total licensed beds of 90
or less and qualifying burn intensive care unit hospitals will be
reimbursed at ninety-seven percent (97%) of the 2010 Medicare
Clinical Lab Fee Schedule rates for the State of South Carolina.
Therefore, the hospital specific outpatient multiplier described
above will no longer be applied in the determination of outpatient
hospital clinical lab services reimbursement.

Retrospective Hospital Cost Settlement Methodology:

The following methodology describes the outpatient hospital
retrospective cost settlement process for qualifying hospitals. The
source document for Medicaid allowable outpatient costs will be the
CMS-2552, which 1is the Medicare/Medicaid cost report. Allowable
Medicaid outpatient costs will be determined in accordance with the
Provider Reimbursement Manual Publication 15. However, for
clarification purposes, one hundred percent (100%) of the South
Carolina General acute care hospital provider tax will be considered an
allowable Medicaid costs. Effective October 1, 2010, outpatient
hospital clinical lab services will no longer be retrospectively cost
settled.

¢ A cost to charge ratio will be calculated for Medicaid outpatient
claims. This ratio will be calculated using cost from worksheet B
part 1, charges from worksheet C, and Medicaid settlement data
from worksheet D part V. For ancillary cost centers, a cost-to-
charge ratio will be calculated by dividing cost as reported on
worksheet B part 1 by total charges from worksheet C. Medicaid
cost for each ancillary cost center will be determined by
multiplying this ratio by Medicaid charges as reported on
worksheet D part V. Charges not covered by the hospital payment
system, such as CRNA and ambulance, must be excluded from this
calculation. Effective for services provided on or after July 11,
2011, two cost to charge ratios will be determined for teaching
hospitals. The Ffirst cost to charge ratio will be determined on
base and all capital related costs except those associated with
DME capital costs using the methodology previously described. The
second cost to charge ratio will be determined using DME costs
only (including the capital portion of DME costs) using the
methodology previously described. The applicable reductions
(i.e. 93% or 97% to base and capital and 0% or 87.3% to DME) will
be applied to the calculated cost for each cost pool and an
adjusted cost/charge ratio will be determined.

o Total allowable Medicaid cost will be determined at the time of
cost settlement by multiplying the adjusted cost to charge ratio

as calculated above, by Medicaid adjusted charges. Medicaid
adjusted charges will be adjusted for non Mars Report adjustments
such as claim refunds, third party recoveries, etc. This

adjustment is calculated by multiplying the ratio of Mars Report
covered charges to Mars Report covered payments by the sum of the
non Mars Report adjustment amounts. This amount is subtracted
(debit) or added (credit) as appropriate.
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e The interim retrospective cost settlement amount will be

determined by subtracting payments received from the allowable
adjusted cost determined above. The payment amount includes Mars
report payments and non Mars Report adjustments that were
processed during the cost reporting/settlement period. Examples
of these adjustments are refunds associated with third party
payments, interim cost settlement payments, etc.

Interim estimated cost settlements will only be allowed in
extraordinary circumstances. It will be the responsibility of the
provider to request and document the need for the interim cost
settlement which could include the submission of one, or a combination
of, the following documentation:

a. a more current annual or a less than full year Medicare/Medicaid

cost report;

b. an updated outpatient cost-to-charge ratio;

c. an analysis reflecting the Tfinancial impact of the
reimbursement change effective for services provided on and
after October 1, 2011.

The provider request will be reviewed by SCDHHS staff to determine if
an interim settlement adjustment is justified based upon the best
available information at the time.

For clarification purposes, all interim retrospective cost
settlements will be subject to final audit. Any
underpayment/(overpayment) identified as a result of the final audit
will be paid or recouped accordingly.

Upper Payment Limits:

Outpatient hospital reimbursement shall be made in accordance with
the upper payment limit requirements defined in 42 CFR 447.321.
Cost Report Requirements:

Cost report requirements under the prospective payment system and
retrospective reimbursement system will conform to Medicare cost
reporting principles and use as their basis the Medicare Cost Report
Form - CMS-2552. In addition, providers must comply with Medicaid
specific cost report requirements as published by the DHHS.

Audit Requirements:

All cost report financial and statistical information, the medical
information contained on claims and iInformation contained on
supplemental worksheets such as the DSH survey, are subject to audit by
the DHHS or its designee. The audited information will be used for
future rate calculations, retrospective cost settlements,
disproportionate share program requirements, utilization review
contractor requirements and other analyses.

Co-payment Requirements:

Emergency services are not subject to co-payment. The outpatient
cost settlement payment calculation will include uncollected Medicaid
co-payment amounts in accordance with 42 CFR 447.57.

Objectives

Implementation of the reimbursement methodology provided herein has
the following objectives:
SC 11-024
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e To encourage outpatient resources be wused when they are
appropriate substitute for inpatient hospital services.

e To discourage the inappropriateness of outpatient hospital
resources as a substitute for physician office and clinic
services.

e To ensure the continued existence and stability of the core
providers who serve the Medicaid population.

Definitions

The following definitions shall apply for the purpose of reimbursement
under this plan.

1. Outpatient - A patient who is receiving professional services at a
hospital which does not admit him and which does not provide him
room and board and professional services on a continuous 24-hour
basis.

2. Outpatient services - Those diagnostic, therapeutic, rehabilitative,
or palliative items or services furnished by or under the direction
of a physician to an outpatient by an institution licensed and
certified as a hospital. This service will include both scheduled
services and the provision of service on an emergency basis in an
area meeting licensing and certification criteria.

3. Surgical service — Surgical services are defined as the operative
procedures set forth in the ICD — 9-CM surgical procedure codes.
Emergency and non-emergency surgical services are included as
surgical services.

4. Non surgical services — Emergency or non-emergency services rendered
by a physician which do not meet the criteria for surgical or
treatment/therapy/testing services.

a. Emergency services — Services rendered to clients who require
immediate medical intervention for an condition for which delay
in treatment may result in death or serious impairment.

b. Non-emergency service - Non-emergency services are defined a
scheduled or unscheduled visits to an outpatient hospital clinic
or emergency room where a professional service is rendered.

5. Treatment/Therapy/Testing service - Such services are defined as
laboratory, radiology, dialysis, physical, speech, occupational,
psychiatric, and respiratory therapies and testing services.

Scope OF Services

Effective with dates of service July 1, 1988, hospitals certified for
participation under the Health Insurance for the Aged Program under
Title XVII1 of the Social Security Act and participating under the
Medicaid Program shall be reimbursed for outpatient services rendered
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to eligible clients according to one of three types of outpatient services
categories. These categories are prioritized as follows:

A Surgical services
B. Nonsurgical services
C. Treatment/Therapy/Testing services

A. Surgical Services

1.

Services Included in Surgery Payment

Surgical services shall include those outpatient services for which a
valid I1CD-9-CM surgical procedure code is indicated. For the purposes
of reimbursement, surgical services shall be all-inclusive of the
services rendered, including but not limited to drugs, anesthesia, 1V,
blood, supplies, nursing services, operating room, recovery room,
prosthesis, etc. Effective October 1, 2010, any outpatient hospital
clinical lab services performed under this service category will be
separately reimbursed outside of the all-inclusive rate. Physician’s
services and observation room charges are not included and may be billed
separately.

Payment Method

a. Surgical services shall be compensated based on the lesser of the
charge for services or an all-inclusive fee. ICD-9-CM surgical
procedures shall be classified by procedures of similar complexit
which consume a like amount of resources. An all-inclusive fee shal
be established for each class. However, effective October 1, 2010,
any outpatient hospital clinical lab services performed under this
service category will be separately reimbursed outside of the all-
inclusive rate.

(e

Fees for surgical classifications are based on a relationship to the
average historical payment made by the state of such procedures _as
determined from claim history data. 1CD-9-CM procedure codes_which
are_not classified under the initial grouping of procedures will be
assigned a class by DHHS. Professional medical personnel will be
responsible for this function. A procedure may be assigned to an
existing classification or a new classification may be created to
compensate for the procedure at the discretion of DHHS.

c. In the case of multiﬂ[e surgeries only one payment will be made. The
class producing the highest rate of payment will be selected as the
payment rate.

B. Non-surgical Services

1.

Services Included in Non-surgical Services Payment

Non-surgical services shall include those scheduled and unscheduled
emergency or clinic visits to hospitals which do not meet the criteria
for surgical services, but which involve a professional service(s) or
direct patient contact other than that associated with a
treatment/therapy/testing services. For purposes of reimbursement, non-
surgical services shal be all-inclusive of the services rendered,
including but not limited to drugs, anesthesia, 1V, blood, supplies,
nursing services, emergency room, clinic, etc. Effective October 1,
2010, any outpatient hospital clinical lab services performed under this
service category will be separately reimbursed outside of the all-
inclusive rate. Physician services and observation room charges are not
included and may be billed separately.

Payment Method

a. Non-surgical services shall be compensated based on the lesser of the
charge for services or an all-inclusive fee. ICD-9-CM disease
classifications shall be grouped by procedures of similar complexit
which consume a like amount of resources. An all inclusive fee shal
be established for each class. However, effective October 1, 2010,
any outpatient hospital clinical lab services performed under this
service category will be separately reimbursed outside of the all-
inclusive rate.
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b. Fees for non-surgical classifications are based on a relationship to
the average historical payment made by the state of such procedures
as determined from claim history data. [ICD-9-CM diagnostic procedure
codes which are not classified under the initral grouping of
procedures will be assigned a class by the Commission. Professional
medical personnel will be responsible for this function.

A procedure may be assigned to an existing classification or a new
classification may be created to compensate for the procedure at the
discretion of DHHS.

c. In the case of multiple diagnosis only one payment will be made. The
class producing the highest rate of payment will be selected as the
payment rate.

Treatment/Therapy/Testing Services

The methods and standards for payment of treatment/testing/therapy services
are divided into two categories:

. Laboratory and Radiology

. Other Treatment, Therapy and Testing Services

1. Laboratory and Radiology

a. Services Included in Payment Amount

Payment for laboratory and radiology services rendered to outpatients
shall consist of a fee for services. Effective October 1, 2010, all
outpatient hospital clinical lab services will be reimbursed at one
hundred percent (100%) of the 2010 Medicare Clinical Lab Fee Schedule
rates for the State of South Carolina. Effective for services
provided on or after October 1, 2011, all outpatient hospital
clinical lab services except for those provided by hospitals
identified as SC critical access hospitals, SC isolated rural
and small rural hospitals, certain SC large rural hospitals
located iIn a Health Professional Shortage Area (HPSA) for
primary care for total population, SC large rural hospitals as
defined by Rural/Urban Commuting Area classes with total
licensed beds of 90 or less or qualifying burn intensive care
unit hospitals will be reimbursed at ninety percent (90%) of
the 2010 Medicare Clinical Lab Fee Schedule rates for the
state of South Carolina. SC critical access hospitals, SC
isolated rural and small rural hospitals, certain SC large
rural hospitals located in a Health Professional Shortage Area
(HPSA) for primary care for total population, SC large rural
hosEitals as defined by Rural/Urban Commuting Area classes
with total licensed beds of 90 or less and qualifying burn
intensive care unit hospitals will be reimbursed at ninety-
seven percent (97%) of the 2010 Medicare Clinical Lab Fee
Schedule rates for the State of South Carolina, The fee
excludes payment for services rendered directly to a patient by a
physician (professional).

b. Payment Method

i. Payments for technical radiology and laboratory services shall be
made based on the lesser of the charge or fixed fee for each CPT
coded procedure.

2. Other Treatment, Therapy and Testing Services

a. Services Included In Payment Amount

Treatment, therapy, and testing services under this part include
dialysis treatment, respiratory, physical, speech, occupational,
audiological therapies, psychiatric treatment and testing. The
payment for each treatment and testing category is a payment per
service. Therapy services rendered under this part include the
professional services component. If such services are provided in
conjunction with surgical or non-surgical services, no separate
payment shall be made.
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b. Payment Method

Services under this part shall be reimbursed the lesser of the charge
for the service or the fixed fee. A fixed fee is assigned for each
service type under this part.

1. Utilization Review

1. DHHS shall review the medical necessity of all services rendered under this
part. Such review may occur on a pre-or post-payment basis or, at the
options of DHHS may occur prior to the rendering of the service. Where such
services are determined not medially necessary, payment shall be recovered
using the most expedient means, or denied in its entirely.

2. DHHS shall also review the appropriateness of billing for all service types.
Such review may occur pre- or post-payment and may produce payment denial or
recovery by the most expedient means possible.

1V. Payments to Out-of-State Providers:

Payments to out-of-state providers shall be made based on the lesser of
the fixed fee specified for the service or the charge for the service in the
case of surgery, nonsurgery or treatment, therapy and testing services.

2b. Rural Health Clinics:

Effective January 1, 2001, in accordance with the requirements of BIPA 2000, an
alternative payment methodology will be used for reimbursement of Rural Health
Clinics (RHCs). The alternative payment methodology is described below. It has been
determined by a comparison of rates using the prospective payment methodology (PPS)
and the alternative payment methodology that the alternative methodology as
described will provide reimbursement to RHCs which is at least equal to the amount
that would be received using the PPS methodology. The FY 01 PPS baseline rates were
determined by weighing the RHC specific rates for FYs 1999 and 2000 using Medicare
cost principles, by the number of Medicaid encounters provided each year.

Under the alternative payment methodology, reimbursement for medically necessary
services will be made at 100% of the all-inclusive rate per encounter as
established by the Medicare Intermediary. The Medicare rates shall be obtained from
the Medicare Intermediary at the end of the RHC”s fiscal reporting period to enable
SCDHHS to determine the reimbursement due for the period. Provider-based RHCs with
less than fifty (50) beds will receive reimbursement at 100% of Medicare reasonable
costs not subject to the RHC rate cap. For provider-based RHCs, actual cost and
utilization information based on the RHC’s fiscal year shall be obtained from the
HCFA-2552-96 actual cost report.

Supplies and injections are not billable services and thus are included in the all-
inclusive rate. While family planning contraceptives, the technical component of x-
rays and EKGs, diagnostic laboratory services, and the application of fluoride
varnish are not considered part of the all-inclusive rate, the services can be
billed and reimbursed separately under the appropriate Medicaid fee schedules.

At year-end settlement under the alternative payment methodology, comparisons will
be made to assure that the final rate paid based on the RHC’s fiscal year will
provide reimbursement at least equal to the amount available under the PPS
methodology -

Circumstances requiring special consideration/disposition are discussed below:

1. For RHCs not agreeing to the cost based alternative payment
methodology, reimbursement for a provider’s fiscal year will be based on
the provider’s PPS FY 01 baseline rate which will be updated annually for:

1) the Medicare Economic Index (MEl) and 2) any increases or decreases in
the scope of services furnished by that provider during that fiscal year.

SC: 11-001
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1. Under the alternative payment methodology, new RHCs will initially
be reimbursed at 100% of the all-inclusive encounter rate as
determined by the Medicare Regional Intermediary. Reimbursement is
subject to annual revision to the actual cost rate as determined by
the Medicare Intermediary based on the RHC’s Tfiscal year. In the
event that a new RHC wishes to elect the PPS rate, the PPS rate
established shall be equal to 100% of the reasonable costs used in
calculating the rates of like RHCs in the same or an adjacent area
with a similar caseload.

2. For those RHCs participating as a member of a Medicaid managed care
entity (MCE), and receiving either cost based or PPS reimbursement,
quarterly reconciliation will be completed. Where necessary,
supplemental payments will be made to ensure that the RHC does not
receive less reimbursement than would be received under the cost
based or PPS reimbursement methodologies. A final annual
reconciliation of quarterly supplemental payments will be included
in the RHC’s fiscal year cost settlement and rate determination.

Federally Qualified Health Centers:

Effective January 1, 2001, in accordance with BIPA 2000, an alternative
payment methodology will be used for reimbursement of Federally Qualified
Health Centers (FQHCs). The alternative payment methodology is described
below. 1t has been determined by a comparison of rates using the
prospective payment methodology (PPS) and the current alternative payment
methodology that the alternative methodology as described will provide
reimbursement to FQHCs which is at least equal to the amount that would be
received using the PPS methodology. The FY 01 baseline rates were
determined by weighing the FQHC provider specific rates for provider FYs
1999 and 2000 based on reasonable cost principles, by the number of
Medicaid encounters provided in each year.

The alternative payment methodology 1is a cost based retrospective
reimbursement system. The SCDHHS uses a modified Medicare RHC actual cost
report as the cost report format for FQHCs. The reports, as submitted,
shall be reviewed for accuracy, reasonableness and the allowability of
costs as defined by Medicare reasonable cost principles. Reimbursement
will be made at 100% of Medicare reasonable costs with the Tfollowing
constraints: (1) The minimum productivity level for physicians shall be
4,200 patient visits per year; for mid-level practitioners, 2,100 patient
visits per year; and for OB/GYN physicians, 3,360 patient visits per year;
(2) Overhead costs shall be limited to not more than thirty percent (30%);
and, (3) Out-of-state FQHCs shall be paid the statewide encounter rate as
determined from the most recently completed state fiscal year. To ensure
that reimbursement will be made at 100% of Medicare reasonable costs,
subject to the above mentioned constraints, adjustment to cost shall be
made on a retrospective basis based upon review of the FQHCs” fiscal year
end cost report. Furthermore, the reported cost information shall be used
for establishing or modifying the rates of payment for future services
rendered by the FQHC.

SC: MA 03-013
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For those facilities that are not PHS grantees but are designated as “look
alikes”, the same cost principles and constraints shall apply as mentioned
above for FQHCs.

At vyear-end settlement, under the alternative payment methodology,
comparisons will be made to assure that the final rate paid for a FQHCs~
fiscal year will provide reimbursement at least equal to the amount
available under the PPS methodology.

Circumstances requiring special consideration/disposition are outlined
below:

1. For FQHCs not agreeing to the cost based alternative payment
methodology, reimbursement for a provider’s Tiscal year will be
based on the provider’s PPS FY 01 baseline rate which will be
updated annually for: 1) the Medicare Economic Index (MEI) and 2)
any increases or decreases in the scope of services furnished by
that provider during that fiscal year.

2. Under the alternative payment methodology, new FQHCs will initially
be reimbursed at 100% of the all-inclusive encounter rate as
determined from a review of a budget submitted by the FQHC.
Reimbursement will be reconciled to actual cost on an annual basis
based on the FQHC’s fiscal vyear. In the event that a new FQHC
wishes to elect the PPS rate, the PPS rate established shall be
equal to 100% of the reasonable costs used in calculating the rates
of like FQHCs 1in the same or an adjacent area with a similar
caseload.

3. For those FQHCs participating as a member of a Medicaid managed care
entity (MCE), and receiving either cost based or PPS reimbursement,
quarterly reconciliation will be completed. Where necessary,
supplemental payments will be made to ensure that the FQHC does not
receive less reimbursement than would be received under the cost
based or PPS reimbursement methodologies. An annual reconciliation
of quarterly supplemental payments will be included in the FQHC’s
fiscal year cost settlement and rate determination.

Indian Health Service (IHS) Facilities:

Effective July 1, 1999, DHHS will reimburse [IHS facilities (638
facilities) at the rate as determined by the Indian Health Service. For
Calendar year 1999, the rate is published in the Federal Register/Vol.64,
No. 16/Tuesday, January 26, 1999/Notices, page 3955. Subsequent year
rates shall be announced in the Federal Register. The rate shall be an
all-inclusive encounter rate per visit for the provision of medically
necessary out-patient services provided to both Native and non-Native
Americans.

Coinsurance and Deductibles will be paid by the Medicaid Program (Title
XIX) program where the individual has joint eligibility for Medicare and
Medicaid.

SC: 11-001
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both programs; however, The Medicare (Title XVIl) program is primarily responsible
for reimbursement in these cases. Non-Medicare benefits will follow the South
Carolina Medicaid State Plan as described in 42 CFR 337.371 (c) (2).

3.

4.b

Other Laboratory and X-Ray Services:

Reimbursement is calculated as it is for physicians. Refer to 5.

This methodology will expire June 30, 2009.

Early and Periodic Screening, Diagnosis and Treatment Screening Services:

For providers other than individual practitioners a negotiated encounter
rate not to exceed reasonable cost. This rate shall also serve as the
upper limit for reimbursement for individual practitioners providing the
same services.

Comprehensive Health and Developmental History including
Assessment of both Physical and Mental Health Development

Assessment of Nutritional Status Vision Screening
Comprehensive Unclothed Physical Examination Hearing Screening
Ear, Nose, Mouth and Throat Inspection Blood Pressure

Developmental Assessment Anemia Screening

Assessment of Immunization Status and Administration Health Education

Optional services as deemed medically necessary by the provider:

Lead Screening Tuberculin Skin Test Urinalysis
Sickle Cell Test Parasite Test
Immunizations:

Vaccines for Medicaid eligible children are obtained through the State
Health Agency as provided under the Vaccines for Children Program. An
administration fee will be reimbursed to Medicaid providers who administer
immunizations 1in conjunction with an EPSDT screening or other billable
service, as well as, for “shots only” visits

Payments for EPSDT Services that are not otherwise covered:

Services not listed as covered services in the state agency manuals/state
plan will be provided if determined to be medically necessary by the
appropriate agency staff or consultants. The reimbursement rate for these
services will be 80% of statewide usual and customary fees. [If the provider
is a government agency and/or a non-profit organization, the reimbursement
will be no greater than actual costs. This is in compliance with 45 CFR
Subpart Q.

Home Based Private Duty Nursing Services:

Home Based Private Duty Nursing reimbursement rates are separately
established for Registered Nurses (RN) and Licensed Practical Nurses
(LPN). Salaries, fringe benefits, limited direct, and indirect costs are
considered in the development of the rates. Services are billed iIn 6-
minute increments; therefore, ten (10) units equate to an hour of care.
SC 08-030
EFFECTIVE DATE: 02/01/09
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the above methods work, the agency will look at a similar type service and
determine a one-time reimbursement rate that is agreeable to both the
agency and the provider based upon a review of charges (i.e. paying a
percentage of billed charges), commercial market rates, or cost report
data.

Home Based Private Duty Nursing Services:

Home Based Private Duty Nursing reimbursement rates are separately
established for Registered Nurses (RN) and Licensed Practical Nurses
(LPN). Salaries, fringe benefits, limited direct, and indirect costs are
considered in the development of the rates. Services are billed iIn 6-
minute increments; therefore, ten (10) units equate to an hour of care.
(In the instances of private duty nursing services to DDSN clients under
21, these services are billed in Ffifteen (15) minute increments.) Except
as otherwise noted in the plan, the state-developed fee schedule rates are
the same for both governmental and private providers of home based private
duty nursing services. The agency’s fee schedule rate was set as of July
1, 2007 and is effective for services provided on or after that date. All
rates are published iIn Medicaid Bulletins. The SCDHHS will limit the
weekly reimbursement of Home Based Private Duty Nursing services provided
by either a RN or LPN to the amount of weekly institutional care
reimbursement based upon the intensive technical services reimbursement
rate as established via Attachment 4.19-D, Page 30, of the South Carolina
State Plan.

Effective May 1, 2009, an additional classification of home-based private
nursing services is reimbursable for services provided to children who are
ventilator or respirator dependent, intubated or dependent on parenteral
feeding or any combination of the above. This service has been developed
to recognize the skill level that nurses caring for these children must
have over and above normal home-based services. An hourly rate adjustment
of $3.00 is added to the RN or LPN home based rate for services provided
to those children who are defined as High Risk/High Tech. Again, services
are billed in 6-minute increments; therefore, ten (10) units equate to an
hour of care. The SCDHHS will limit the weekly reimbursement of Home
Based Private Duty Nursing services provided by either a RN or LPN to High
Risk/High Tech children to the amount of weekly institutional care
reimbursement based upon the intensive technical services reimbursement
rate as established via Attachment 4.19-D, Page 30, of the South Carolina
State Plan.

Personal Care Services:

The Personal Care service reimbursement rate was initially established
based upon projected service costs of providers. The payment rate 1is
calculated for Personal Care services on an hourly basis. Annual cost
reports are reviewed on an as needed basis to ensure the appropriateness
of the payment rates iIn accordance with allowable cost definitions as
outlined in OMB Circular A-87. Services are billed in six (6) minutes
increments; therefore, ten (10) units equate to an hour of care. (In the
instances of personal care services to DDSN clients under 21, these
services are billed in Tfifteen (15) minute increments.) Except as
otherwise noted in the plan, state-developed fee schedule rates are the
same for both governmental and private providers of Personal Care
services. The Agency’s fee schedule rate was set as of October 1, 2007
and is effective for services provided on or after that date. All rates
are published in Medicaid Bulletins.
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Therapy Services:

Payment Methodologies for Therapy Services:

Therapy services are rendered by both governmental and private providers
and are reimbursed on a fee for service basis. Reimbursable EPSDT
Children’s Rehabilitative therapy services include but are not limited to:

A Physical Therapy
Occupational Therapy
Speech/Language Pathology
Audiological Services
Psychological Evaluation and Testing

B. Orientation & Mobility Services

A. Effective January 1, 2007, private and governmental providers (e.g-
Local Education Agencies) of therapy services will be reimbursed at
100% of the 2006 South Carolina Medicare Physician Fee Schedule.
Effective for services on or after October 1, 2008, physical,
occupational and speech therapy rates will be established at 95% of the
2008 South Carolina Medicare Physician Fee Schedule.

Calculation of Therapy Rates With No Corresponding Medicare Rate:
Effective January 1, 2007, reimbursement rates for therapy (PT, OT, and
ST) and audiological services not priced under Medicare’s resource
based relative value scale (RBRVS), the State Health Plan, or by
private insurers in the market were determined based upon Medicaid
claims experience and the 2006 version of RBRVS for South Carolina.
When updates are made to these vrates iIn the future, the same
methodology described below will be employed using more current claims
and charge data as well as a more recent version of the Medicare RBRVS
for South Carolina.

Physician and professional claims for service dates during state fiscal
year 2006 (paid through September 30, 2006) were re-priced based upon
the allowances dictated by the 2006 version of RBRVS for South
Carolina. This analysis revealed that, on average, the DHHS fee
schedule was reimbursing 43.24% of charges.

The Tfirst step in establishing the allowance for the target procedure
codes was to calculate the average submitted charge for each procedure
code. The average submitted charge for the procedure code was then
multiplied times the average percent of charges reimbursed. Example:
During SFY 2006, the average unit submitted charge for procedure code
92590 was $61.84. This average was then multiplied times the aggregate
discount rate for all professional services (-4324) to produce a 2007
allowance of $26.74.

No cost reports are required nor any cost settlements made to the
governmental providers of rehabilitative therapy services due to the
move to fee schedule payment rates. State developed fee schedule rates
are the same for both governmental and private providers and the fee
schedule and any annual/periodic adjustments to the fee schedule are
published in Medicaid Bulletins.

SC 08-026
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B. Orientation and Mobility Services are evaluation and treatment services
provided to assist blind and visually impaired individuals achieve
maximum independence. The fixed 15 minute vrate, applied to both
evaluation and treatment services as follows:

T1024/000 Orientation and Mobility Assessment
T1024/0TS Orientation and Mobility Reassessment
T1024/0TM Orientation and Mobility Services

This rate has been established at sixty percent (60%) of the average of
the 2005 Medicare rates for the following three CPT codes:

97533 Sensory Integration
97535 Self Care Management Training
97537 Community/Work Reintegration

SC 08-026
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These CPT codes were chosen and averaged as the activities performed as a
part of Orientation and Mobility Services most closely identify with
various components defined in the three CPT codes listed above. The
Medicaid rate has been reduced from 100% of the Medicare average rate to
acknowledge the differences in the credentials required for providers of
Orgentation and Mobility Services from those of the Medicare covered CPT
codes.

Nursing Services for Children Under 21:

Initial reimbursement to providers of nursing services for children under the
age of 21 is made on the basis of an established fee schedule not to exceed
the prevailing charges 1in the Jlocality for comparable services under
comparable circumstances. Reimbursement will be provided on a unit of a
quarter of an hour basis for skilled nursing services and a per encounter
basis for medication administration and other similar procedures. The
current reimbursement rates are based on rates or fees reimbursed for similar
services.

State and local government providers must submit annual actual cost and

service delivery data. The State shall utilize Medicare reasonable cost
principles as well as OMB Circular A-87 and other OMB circulars as may be
appropriate during 1its review of actual allowable costs. Future

reimbursement rates to state and local government providers shall be the
lesser of actual allowable documented cost or the established fee.

Family Planning Services and Supplies:

Family Planning Services are reimbursed at an established fee schedule based
on cost or by the methodologies set forth in other sections of the Plan.

Physician Services:

Except as otherwise noted in the plan, state developed fee schedule rates are
the same for both governmental and private providers of physician services
(including pediatric sub-specialists) and any annual/periodic adjustments to
the fee schedule are published in Medicaid Bulletins. The agency’s fee
schedule rates were set as of October 1, 2009 and are effective for services
provided on or after that date. Medicaid Bulletins informing the providers of
the fee schedule rate changes, as well as the fee schedule itself, are
available on the agency’s web site at
http://www.scdhhs.gov/ServiceProviders/FeeSchedules.asp. All physician
services will be reimbursed based on a Fee Schedule that in the aggregate
will not exceed 100 percent of Medicare. For those procedures that are non-
covered by Medicare, reimbursement is based on data collected within the
Medicaid Management Information System or by a review conducted by medical
personnel to establish the relative value. The Anesthesiologist will be
reimbursed at 60 percent of the Medicaid physician fee schedule rate for
providing medical directed supervision of a Certified Registered Nurse
Anesthetist (CRNA).

SC 11-001
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Cardiothoracic Surgery, Critical Care, Emergency Medicine,
Endocrinology, Gastroenterology/Nutrition, Genetics, Hematology/Oncology, Infectious Disease,
Nephrology, Neurology, Neurological Surgery, Opthamology, Orthopedic  Surgery,
Otolaryngology, Psychiatry, Pulmonology, Rheumatology, Surgery, Urology and such
other pediatric sub-specialty areas as may be determined by the Department of
Health and Human Services.

Professional Trauma Fund ]

Effective October 1, 2005, the South Carolina Department of Health and Human
Services (SCDHHS) will develop a Trauma Fund for trauma specialists
professional services. This fund will be dispersed annually based upon
historical claims data. The methodology for identifying the professional
service claims eligible to receive reimbursement from the Trauma Fund is as
follows:

e Compile hospital trauma claims from qualifying Level 1, 11, and 111 trauma
hospitals using historical claims data. Eligible hospital claims must haye
a primary or secondary trauma related diagnosis as defined by the SCDHHS.

e Link all 1500 claims with a trauma diagnosis to the associated trauma
hospital claims using historical claims data. Include only those 1500
claims that occurred within ninety (90) days of the hospital admission.
Eliminate claims paid to pediatric sub specialists that had beg¢n
reimbursed at enhanced Medicaid rates.

e Provider types eligible to participate in the professional trauma fund
pool are individual physicians, physicians in group practices, and other
medical professionals.

In order to avoid repricing each individual procedure code within each clain,
reimbursement will be determined as follows:

e Accumulate 1500 claims by provider in order to determine the total amount
of Medicaid reimbursement received from the SCDHHS. Any TPL paid on behalf
of the claims will be included as part of total Medicaid payments.

e Total Medicaid payments received by each provider will be divided by
75.15% to determine the maximum fee payment amount that would be allowed
under the Professional Trauma Fund. During SFY 2005, the SCDHHS reimbursed
physician services at 75.15% of the 2005 SC Medicare Physician Fge
Schedule based upon an actuarial analysis performed for the SCDHHS. The
amounts determined under this calculation will represent 100% of the 2005
SC Medicare Physician Fee Schedule.

e The Medicaid Professional Trauma Fund payment for each provider will be
determined by taking the maximum fee payment amount as calculated aboye
less the actual Medicaid payment amount received by the provider
(including TPL).

SC: 05-015
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e In the event that a physician receiving reimbursement from the
Professional Trauma Fund 1is also a teaching physician receiving
supplemental teaching payments, the SCDHHS will ensure that the addition
of the professional trauma fund payments to the Medicaid revenue received
by the teaching physicians (i.e. fee for service payments and supplemental
teaching payments) will not exceed the Ilimits established under the
Supplemental Teaching Physician Payment Program.

A Primary Care Access Incentive Payment to actively enrolled primary care
physicians who have served a large volume of Medicaid recipients will be
developed based on the volume of unduplicated recipients served by any given
physician during the Tfirst three quarters of the state"s fiscal year. The
primary care services which the SCDHHS will use in order to determine the number
of unduplicated Medicaid recipients will consist of office visits, prenatal and
postpartum visits, and Early and Periodic Screening, Diagnosis and Treatment
exams. The purpose of these payments will be to ensure and iIncrease access of
primary care services to Medicaid recipients.

Primary Care Incentive Payments were discontinued effective July 1, 1998.

The Primary Care Access Incentive Payment (when added to Prior payments for
services rendered during the specified period) will no
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exceed the charges made by providers for office visits, prenatal and
postpartum visits, and Early and Periodic Screening, Diagnosis and Treatment
exams. The Primary Care Access Incentive Payment may vary from year to year
when added to paid claims, but will not exceed 100% of charges. The primary

care physicians targeted for these payments include the following: family
physicians, general practitioners, gynecologists, internists, obstetricians,
osteopaths, and pediatricians. Physicians currently practicing at a

Federally Qualified Health Center or Rural Health Clinic have been excluded
from these incentive payments.

For each recipient served, the primary care physicians will receive a Primary
Care Access Incentive Payment based on the following schedule:

Payment per Recipient Number of Recipients Served
$3.00 75 - 374
5.00 375 - 749
7.00 750 - 1,124
8.00 1,125 or more

In order to reimburse the Primary Care Access Incentive Payment, the SCDHHS
will establish a pool of funds and may pay from $0 up to $1,000,000 in any
given state fiscal year.

South Carolina Medical University Providers — Supplemental Medicaid Payments:

South Carolina Medical University providers are defined as those providers
who are employed by or wunder contract with South Carolina Medical
Universities and/or their component units.

In Addition to fee for service payments, the SCDHHS will pay a quarterly,
enhanced teaching fee to each participating South Carolina Medical
University. The enhanced teaching payment will be equal to 35% of the
actual, billed Medicaid charges. Total Medicaid reimbursement, which
includes the fee for service payment and the enhanced teaching feg
adjustment, shall not exceed the prevailing charges in the locality for
comparable services under comparable circumstances for physician practices.
For clinics, total Medicaid reimbursement, which includes the fee for service
payment and the enhanced teaching fee adjustment, shall not exceed costs.

SC: MA 01-022
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Reimbursement _ for laboratory (pathology) services performed by individual
practitioners is calculated as specified in 5.

End State Renal Disease - Reimbursement for ESRD treatments, either home or in
center, will be an all inclusive fee based on the statewide average of the
composite rates established by Medicare. The reimbursement will be an all

inclusive fee to include the purchase or rental, installation and maintenance of
all equipment.

6.a Podiatrists™ Services:

Re}mbursement is calculated in the same manner as for Physicians®™ services.
Refer to 5.

6.b Optometrists” Services (Vision Care Services):

Payment will be according to an established fee schedule for all services not
provided through the sole source contract. Effective February 1, 1982.

6.c Chiropractor’s Services:

Re}mbursement is calculated in the same manner as for Physicians’ services.
Refer to 5.

6.d Certified Registered Nurse Anesthetist(CRNA): CRNAs under the medical
direction of a surgeon will be reimbursed at 90 ercent of the
Anesthesiologist reimbursement rate. CRNAs under the medical direction of an
Anesthesiologist will receive 50 percent of the reimbursement rate. Refer to
5 Physician Services.

Nurse Practitioner: Reimbursement is calculated at 80 percent of the rate
Tfor Physician Services. Refer to 5

Psychologists: Psychological services are reimbursed at _ an established
statewide fee schedule as based on the Methodology outlined in the Physician
Section 5, Attachment 4.19-B, Page 2a. All requirements identified under CFR
447 _200ff and 447.300ff shall be met.

Medical Social Services: Governmental and non-governmental providers of
Medical Social Services are reimbursed using the same payment methodology as
those services described under the Medicaid Home Health benefit. See section
Attachment 4.19-B, Section 7. There is a standard co-payment of $2.00 per
home visit when applicable.

7. Home Health Services:

Nursing Services, Home Health Aide Services, Physical Therapy, Occupational
Therapy, Speech Patholog%, and Audiology are provided and reimbursed based on
the lesser of allowable Medicare costs, charges, or the Medicare cost limits.
At the end of each Home Health Agency’s fiscal year end, an actual cost
report must be submitted which is used for the purpose of comﬁleting a cost
settlement based on the lesser of allowable Medicare costs, charges, or the
Medicare cost limits.

SC 11-016
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Effective for cost reporting periods beginning on or after October 1, 2000,
the Medicare per-visit limits used in Home Health rate determinations will be
those published in the August 5, 1999 Federal Register for cost reporting
periods beginning on or after October 1, 1999. Medical supplies, which are
used in the provision of routine home health services, are initially
reimbursed on charges; however, during the fiscal year end cost settlement,
an adjustment is made reflective of the cost to charges ratio for medical
supplies. Durable medical equipment purchased through a home health agency
will be reimbursed in accordance with Section 12 c¢ of this plan 4.19-B.
Supplies are exempt from co-payment requirements.

Effective October 1, 2000, Home Health Agencies entering the Medicaid program
for the first time will be reimbursed at the lesser of Medicare cost limits
based on the per-visit limits as published in the August 5, 1999 Federal
Register, charges, or an interim rate established by the Medicaid State
Agency until the submission of actual costs.

Durable Medical Equipment is equipment that can withstand repeated use and is
primarily and customarily used to serve a medical purpose. Generally it is
not useful to a person in the absence of illness or injury and is appropriate
for use iIn the Reimbursement is based on the lesser of billed charges, State
Agency determined allowable fees, or the Medicare prevailing charge (50%
percentile).

Pregnant women, individuals participating in family planning services,
infants and children up to ate 19 will not be subject to co-pay.

Clinical Services:

Payment will be made according to an established fee schedule and will not
exceed the allowable payment established for those services by Medicare
(Title XVII1). Pregnant women, individuals participating in family planning
services, infants and children up to age 19 will not be subject to co-pay.

Dental Services:

Reimbursement to providers of dental services is made on the basis of an
established fee schedule not to exceed prevailing charges in the state.
Reimbursement will be provided on a per procedure basis. This percentile was
determined by an independent company’s analysis of all dental claims filed in
the state within the calendar year. The current reimbursement will not exceed
the 75™ percentile of usual and customary reimbursement.
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Pregnant women, individuals participating in family planning services,
infants and children up to age 19 will not be subject to co-pay.

Physical Therapy/Occupational Therapy:

Payment will be according to an established fee schedule as based on the
methodology outlined in the Physician Section 5, Attachment 419-B, Page 2a.2.
The Physician Services fee schedule rates are effective for services provided
on or after the implementation date as outlined in the Physician Section 5,
Attachment 419-B, Page 2a.2. Medicaid Bulletins informing the providers of
the fee schedule rate changes, as well as the fee schedule itself, are
available on the agency’s web site at
http://www.scdhhs.gov/ServiceProviders/FeeSchedules.asp.

The SCDHHS does not publish a fee schedule for Hospitals and Home Health
services. The payment methodology for Hospital Services can be found at
4_.19-B page la.l and Home Health can be found at 4.19-B page 3.1.

Speech/Language and Audiological Services:

Payment will be according to an established fee schedule as based on the
methodology outlined in the Physician Section 5, Attachment 419-B, Page 2a.2.
The Physician Services fee schedule rates are effective for services provided
on or after the implementation date as outlined in the Physician Section 5,
Attachment 419-B, Page 2a.2. Medicaid Bulletins informing the providers of
the fee schedule rate changes, as well as the fee schedule itself, are
available on the agency’s web site at
http://www.scdhhs.gov/ServiceProviders/FeeSchedules._asp.

The SCDHHS does not have a published fee schedule for Hospitals and Home
Health services. The payment methodology for Hospital Services can be found
at 4.19-B page la.1 and Home Health can be found at 4.19-B page 3.1.

Prescribed Drugs:

Medicaid pays Tfor FDA approved prescribed drugs with stated exceptions
described in Attachment 3.1-A, Iltem 12-A, Limitation Supplement.

Basis for Payment:
A. MULTIPLE SOURCE DRUGS

Reimbursement for covered multiple-source drugs in the Medicaid program shall
be limited to the lowest of:

(1) The Federally-mandated upper limit of payment or South Carolina Maximum
Allowable Costs (SCMAC), plus the current dispensing fee; or

(2) The South Carolina Estimated Acquisition Cost (SCEAC) which 1is the
average wholesale price (AWP) less the current discount rate (16%), plus
the current dispensing fee; or

(3) The South Carolina Estimated Acquisition Cost (SCEAC which 1is the
wholesale acquisition cost (WAC) plus (0.8%) plus the current dispensing
fee: or

(4) The provider®s usual and customary charge to the public Tfor the
prescription as written for the brand actually dispensed.
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B. OTHER DRUGS

Reimbursement for covered drugs other than the multiple-source drugs with CMS
upper limits shall not exceed the lower of:

(@D The South Carolina Estimated Acquisition Cost (SCEAC), which is the
average wholesale price (AWP), less the current discount rate (16%),
plus the current dispensing fee; or

) The South Carolina Estimated Acquisition Cost (SCEAC which is the
wholesale acquisition cost (WAC) plus (0.8%) plus the current
dispensing fee: or

(3) The provider®s wusual and customary charge to the public Tfor the
prescription as written for the brand actually dispensed.
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C. PRODUCTS WITHOUT AN AWP WHOSE PRICE INCLUDE OTHER SERVICES

For pharmaceutical products having no AWP and whose billing price
includes services other than ingredient cost, the state will impute its
EAC based on available data. Final reimbursement is based on the
imputed EAC plus the current dispensing fee. Only the provider
actually rendering the service can be reimbursed; however, 1in cases
where a single payment is made for several medically necessary services
provided by one entity, the state will allocate the components of the
payment to the particular Medicaid benefit with which they are
associated.

2. DEFINITIONS:
A. UPPER LIMITS OF PAYMENT (42CFR 447.331)

The upper limit of payment for certain multiple source drugs is the
amount designated by HCFA or the South Carolina program — whichever is
less. Payment for these drugs, in the aggregate, cannot exceed those
limits set by CMS.
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B. SOUTH CAROLINA ESTIMATED ACQUISITION COST (SCEAC)

SCEAC is defined as the State®"s closest estimate to the price
generally and currently paid by providers for specific drugs,
based on the package size of drugs most frequently purchased by
providers. EAC established by South Carolina is the AWP (Average
Wholesale Price) minus 16%. The AWP used in calculating the
SCEAC 1is furnished by a contracted pricing source.

MULTIPLE SOURCE DRUG REIMBURSEMENT LIMITATION/PHYSICIAN OVERRIDE

A physician may prescribe a brand name of a multiple source drug that
bears a higher cost than the upper limit established by HCFA or South
Carolina but reimbursement is available only if the prescription has
the physician®s certification ((in his own handwriting) that the
specific brand is medically necessary for a patient. The prescriber
must also complete a South Carolina Medicaid MedWatch form documenting
that the treatment failure is attributed to the generic product.

CO-PAYMENT FOR PRESCRIPTIONS:

Prescriptions filled by dispensing physicians are not subject to co-
payment.

DISPENSING FEE:

Dispensing fees are determined on the basis of surveys that are
conducted periodically and take into consideration pharmacy operational
costs (overhead, professional services, and profit in different types
of pharmacies).

The current dispensing fee is $3.00 for independent pharmacy providers;
$3.00 for institutional pharmacy providers; no dispensing fee for
dispensing physicians.

Dispensing fees are paid to the following type providers:

SC: 11-017
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“Free-Standing contracting pharmacies not otherwise reimbursed by
Medicaid for others service on a cost basis.

“In-House” pharmacies reimbursed by Medicaid on a cost basis for other
services.

Dispensing physicians are reimbursed only for the cost of the drug.
Additional Upper Limit Application:

The upper limits are described in this Attachment Section also apply in cases
where prescribed drugs are furnished as part of SNF or ICF services or under
prepaid capitation arrangements. Contracts between the State Agency and the
underwriter, carrier, foundation, HMO or other insurers containing the terms
of such prepaid capitation arrangements shall include a provision imposing
the same upper limits for reimbursement or prescribing drugs.

Prosthetic Devices and Medical Supplies, Equipment and Services:

Certain medical services, supplies, and equipment (including equipment
servicing) that do not generally vary significantly in quantity will be
reimbursed at a rate not to exceed the rate established by the Medicare
carrier iIn the area at the lowest charge level at which the service,
supplies, and equipment are widely and consistently available within their
locality according to the procedures prescribed in 42 CFR 405.511. A list of
these items of service is published In the federal regulations. This upper
Iigit gs applicable to such services furnished under both Medicare and
Medicaid.

For selected services and items furnished only under Medicaid (and identified
and published by the Secretary of HHS by regulations), the Medicaid agency
must calculate the lowest charge levels under the procedures specified in 42
CFR 405.5110 and (d), and limit payments to that amount.

Pregnant women, individuals participating in family planning services,
infants and children up to ate 19 will not be subject to co-pay.-

Hearing Aids — A consolidated contract between the Department of Health and
Human Services (DHHS) and Department of Health and Environmental Control
(DHEC) 1is 1in effect to provide hearing aids, accessories and repair to
eligible Medicaid recipients 21 years old and under using S-codes.

Home Dialysis — Reimbursement for equipment and supplies are included in the
all inclusive rate paid only to the End Stage Renal Dialysis Clinic.

Eyeglasses

Services are provided under a sole source contract. Reimbursement is based
on competitive bid. The duration of the contract is one year.
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Preventive Services

Preventive services for Primary Care Enhancement as defined in 3.1-A, pages 6
and 6a, paragraph 13c. must be provided by a physician or other licensed
practitioner of the healing arts as required by 42 CFR 440.130(c). The
following services will be reimbursed by Medicaid as a preventive service for
Primary Care Enhancement:

(A) - Individual preventive services for Primary Care Enhancement
provided by a professional (unit of service - 15 minutes)

(B) - Group preventive services for Primary Care Enhancement provided by
a professional (unit of service - 15 minutes)

(C) - Assessment provided by a professional(unit of service - 15
minutes)

Medicaid reimbursement rates for preventive services TfTor Primary Care
Enhancement will be established utilizing Medicare reasonable cost principles,
as well as OMB Circular A-87 and other OMB circulars as may be appropriate.
For each level of service that is paid for on a per unit basis, budgeted costs
will be used in determining the initial rates for each. Budgeted costs may
include personnel costs (including fringe benefits), operating costs (such as
building and equipment maintenance, repairs, depreciation, amortization, and
insurance expenses; employee travel and training expenses; utilities; plus
material and supply expenses); as well as indirect costs and general and
administrative overhead costs. The initial rates will be determined by
dividing the budgeted costs by the projected units of service. However, the
initial rate for each level of service can not exceed the maximum rate cap
established for each level of service. A unit of service for preventive
services for Primary Care Enhancement is defined as fifteen (15) minutes of
service delivery.

All providers (i.e., private and public) of preventive services for Primary
Care Enhancement will be required to submit annual cost reports for each level
of service Tor which they are reimbursed. The cost reports shall include the
actual costs of providing each service level as well as service delivery data
utilizing the established defined unit of service. These reports will be used
to analyze the appropriateness and reasonableness of the reimbursement rates
as well as to verify that the Medicaid reimbursement does not exceed the
actual allowable costs of providing services. Cost settlements will be
performed each year as a result of the submission of the annual cost reports.
However, Medicaid reimbursement will be Ilimited to the Jlower of actual
allowable Medicaid costs or the maximum rate cap established for each level of
service. The maximum rate cap for each level of service will be established
each year using the financial and service delivery data of the largest volume
provider of the service. Additionally, future reimbursement rates for
providers will be the lesser of the providers actual unit cost or the maximum
rate that has been established.

Preventive Services - Disease Management

The disease management program is a preventive service that provides coverage
under the Categorically Needy Program (CNP) to all Medicaid beneficiaries who
receive services through the South Carolina Medicaid Tfee-for-service (FFS)
system, including those who have one or more of the following diseases:
Asthma, Diabetes, or Hypertension.
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In accordance with federal interpretation, the disease management contracts
are risk contracts. The method of payment has been developed using
actuarially sound methodology per 42 CFR438.6 (c)-

The State will pay the DMOs a per member per month capitated fee based on the
total eligible population, and the prevalence of each disease within the
total population.

The State expects a minimum, annual net cost savings of five percent (5%) 1in
the overall medical costs of those beneficiaries with asthma, diabetes or
hypertension. The guaranteed, annual net savings is defined as total savings
minus SCDHHS expenditures on disease management services under the contract.

IT the amount of guaranteed minimum, annual net savings is not achieved, the
DMOs will pay the difference between the guaranteed minimum, annual net
savings and the actual net savings to the SCDHHS. The DMOs will also be
required to forfeit their fees.

Rehabilitative Services

Rehabilitative behavioral health services are medical or remedial services
that have been recommended by a physician or other licensed practitioner of
the healing arts within the scope of their practice, under South Carolina
State Law and as may be further determined by the South Carolina Department
of Health and Human Services (SCDHHS) for maximum reduction of physical or
mental disability and restoration of a beneficiary to their best possible
functional level. The  following services are considered Medicaid
Rehabilitative services:

Behavioral Health Screening, Behavior Modification, Crisis
Management, Diagnostic Assessment, Family Therapy, Family
Support, Group Therapy, Individual Therapy, Medication

Management, Peer Support Services, Rehabilitative Psychosocial
Services, Service Plan Development, Substance Abuse Counseling,
and Substance Abuse Examination.

In order to develop Medicaid payment rates by provider type (i.e.
practitioner) for each service listed above, the Medicaid Agency employed the
following reimbursement methodology:

1. First, the agency developed annual compensation amounts for each
provider type:

. Salary data was obtained from the South Carolina Office of
Human Resources (SCOHR) Classifications Manual (midpoint
per position salary data) as well as the May 2008 South
Carolina Occupational Employment and Wage Estimates from
the United States Department of Labor (mean salary data).
For unclassified professional positions that are not
identified within the SCOHR Classification Manual, provider
compensation amounts were obtained from applicable
providers.
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Provider information reflecting the professionals that
would be providing the different rehab services were
utilized to match the appropriate SCOHR position
classifications. An average of the identified midpoint
salary classification was utilized to reflect the
public compensation when more than one classification
applied to the service.

Mean salary data obtained from the Department of Labor
Survey 1identified above was utilized to estimate the
private compensation levels of each provider type
based upon provider information reflecting the
professionals that would be providing the different
rehab services. An average of the identified mean
salary classification was utilized to reflect the
private compensation when more than one classification
applied to the service.

To determine the overall average annual compensation
amounts for each provider type, the Medicaid Agency
simply averaged the annual compensation amounts
determined under the public compensation method and
the private compensation method.

After completing the individual average annual
compensation Qlevel for each provider type, the
following provider types were classified under one of
the following educational levels to determine an
overall average annual compensation amount for each
educational level. The provider titles of
Psychiatrist, Physician, Pharmacist, Psychologist,
Physician Assistant, Advanced Practical Registered
Nurse, Registered Nurse, Licensed Practical Nurse are
not classified according to educational level but
rather establish their own provider specific average
annual compensation level.

PROVIDER TYPE EDUCATIONAL LEVEL

Licensed Independent Social
Worker — Clinical Practice
(LISW — CP)

Masters Level

Licensed Independent Social
Worker — Advanced Practice

Masters Level

(LISW — AP)
Licensed Masters Social Worker Masters Level
(LMSW)

Licensed Marriage and Family
Therapist (LMFT)

Masters Level

Licensed Professional Counselor
(LPC)

Masters Level

Certified Substance Abuse
Professional

Masters Level
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PROVIDER TYPE

EDUCATIONAL LEVEL

Clinical Chaplain

Masters Level

Mental Health Professional
(MHP)

Masters Level

Behavior Analyst- Masters Level

Masters Level

Licensed Bachelor of Social
Work (LBSW)

Bachelors Level

Substance Abuse Specialist

Bachelors Level

Behavior Analyst- Bachelors
Level

Bachelors Level

Certified Substance Abuse
Professional (SAP)

Bachelors Level

Child Service Professional

Bachelors Level

Mental Health Specialist

High School Level

Peer Support Specialist (PSS)

High School Level

o As a result of the above methodology, annual
compensation amounts were determined for the following
provider types and educational levels: Psychiatrist,
Physician, Pharmacist, Psychologist, Physician
Assistant, Advanced Practical Registered Nurse,
Registered Nurse, Licensed Practical Nurse, Masters
Level, Bachelors Level, and High School Level.

Next, the Medicaid Agency determined the maximum number of
billing hours that could be anticipated for each provider
type for each Dbillable service. Assuming a billing
productivity factor of 50%, the maximum number of billing
hours for each provider type was calculated to be 975 hours.
The calculation is as follows - 37.5 hours per week x 52
weeks x 50% = 975 hours.

Next, the annual compensation amounts determined in (1)
above are divided by the maximum number of billable hours as
determined in (2) above to arrive at an hourly billing
compensation rate for each provider type.

Next, the initial hourly billing compensation rate for each
provider type as identified In (3) above is increased by 30%
to take into account the cost of fringe benefits. The fringe
benefit allocation percentage 1is representative of state
government fringe benefit allowances.

Next, once the initial hourly billing compensation rate is
increased by the fringe benefit allowance of 30% as
determined in (4) above, it is multiplied by an indirect
cost rate of 10% to arrive at an adjusted hourly billing
rate by provider type. An indirect rate is applied to
compensate the provider for overhead costs.
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6. Next, once the hourly billing rate has been adjusted for
indirect cost as determined in (5) above, a supervision
adjustment factor of 10% 1is then applied to the provider
types which require supervision 1in accordance with the
requirements of the Rehabilitative Service definitions as
outlined under Attachment 3.1-A. The provider types affected
include: Registered Nurses, Licensed Practical Nurses, and
all Masters Level, Bachelors Level, and High School Level
professionals.

7. Next, in order to account for level of effort of providing
specific rehab services by provider type, a work adjustment
factor will be applied to the hourly billing rate previously
adjusted for provider supervision as determined in step (6).
Level of effort is defined based on the work unit component
of the 2009 Medicare RBRVS. Level of effort relativity
factors were developed by mapping therapy services types
based upon the definition of the target service type to the
definition of the CPT procedure codes in the applicable
procedure code list (as defined by the CPT 2009 Professional
Edition, published by the American Medical Association and
Stedman®s CPT Dictionary, second edition, published by the
American Medical Association). The level of effort
adjustment was developed by dividing the work units for each
of the procedure codes by the overall average work units for
the universe of target procedure codes (90804 to 90862,
99367, 99368, and 99204). For several service categories,
codes were combined and composite results were utilized.
Procedures were grouped for Tamily therapy, assessments,
services with evaluation and management components, and
services with evaluation and management components. In
addition, clinical judgments were made with respect to:

* For level of effort for service types between physicians
and other professional providers relative to para-
professionals.

* For differences between CPT code definitions and the
services to be provided.

8. Finally, to determine the Medicaid rate of each provider
type fTor each rehab service that the provider type is
authorized to render, the hourly billing rate as determined
in step (7) will be divided by each service's unit of
measurement.

Psychological Training and Testing services provided by psychologists
will be reimbursed at one hundred percent of the 2006 version of the
South Carolina Medicare Physician Fee Schedule.

Medication administration services (i.e. injectibles and injectibles
administration) rendered in conjunction with certain rehabilitative
services identified above will be reimbursed in accordance with the
South Carolina Physician Fee Schedule in effect at the time of service.

The Medicaid agency will reimburse private providers of rehabilitative
services using Medicaid rates which are calculated in accordance with
the rate setting methodology previously described. Also, interim
Medicaid
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payments for state owned and non-state owned governmental providers of
rehabilitative services will be based upon the Medicaid rates
previously described by practitioner level. Except as otherwise noted
in the plan, state-developed fee schedule rates and unit measures are
the same for both governmental and private providers of Rehabilitative
Behavioral Health Services. The agency's fee schedule was set as of July
1, 2010 and is effective for services provided on or after that date.
All fee schedule rates and wunit measures are published at
http://www.scdhhs.gov/whatsnew.asp. State owned and non-state owned
governmental providers will be reimbursed at one hundred percent of
their allowable Medicaid costs based upon the review and reconciliation
of annual cost reports.

Annual Cost Ildentification and Reconciliation Process for State Owned
and Non-State Owned governmental providers:

Each State Owned and Non-State Owned governmental provider rendering
rehabilitative behavioral health services will be required to submit a
CMS approved annual cost report to establish the costs of their
services. Allowable costs will be accumulated by practitioner and
service definition. Costs by practitioner by service will be
accumulated for the total population of users of the service (i.e.
regardless of the source of payment). Allowable costs will be
classified as follows:

Direct Costs:

1) Directly chargeable salary costs of the practitioner(s) providing
the service and associated fringe benefits,

2) Materials, supplies excluding injectibles, and non-capital
related equipment expenditures required by the practitioners for
the provision of service,

3) Required training and any associated travel costs of the
practitioners, and

4) Any costs not noted above but directly assignable excluding
subcontract arrangements for direct service delivery and costs
included in indirect cost determination.

Supervision:

Costs of supervisory staff will be added to the direct costs associated
with practitioners of specific services. Allowability of supervisory
costs is determined based on the practitioners requiring supervision in
accordance with the Rehabilitative Service definitions as outlined
under Attachment 3.1-A. The provider types affected include: Registered
Nurses, Licensed Practical Nurses, and all Masters Level, Bachelors
Level, and High School Level professionals. Time and effort reports
completed in accordance with HIM-15, Chapter 2300, Section 2313.2 (E)
will be used to determine supervision costs.

Indirect Costs:
Allowable indirect costs can be determined in one of two ways:

1. The application of the provider’s federally approved indirect
cost rate (or federally approved cost allocation plan) or

SC 09-011

EFFECTIVE DATE: 07/01/10
RO APPROVAL: 05/27/10
SUPERSEDES: New Page


http://www.scdhhs.gov/whatsnew.asp

Attachment 4.19-B
Page 6.1e

2. An allocation of administrative/overhead costs as allowed in
accordance with HIM-15, wusing either the step down cost
allocation method (HIM-15, Chapter 2300) or the functional
allocation method (HIM-15, Chapter 2100, Section 2150.3). This
option will only be available for those state agencies that
provide institutional and acute care services and TFfile these
costs via Medicare cost reports.

Total Allowable Costs by service by practitioner:

The allowable costs for a rehabilitative behavioral health service by
practitioner will be the sum of allowable direct costs, supervisory
costs as applicable, and the determination of indirect costs as
determined above.

Service/Practitioner Statistics:

The State Owned and Non-State Owned governmental providers will be
required to accumulate and report service utilization statistics (i.e.
units of service) for the total universe of service recipients in
keeping with the accumulation of costs by total population of users.

Reconciliation of Annual Cost Reports to Interim Payments:

Annual cost reports will be desk reviewed for accuracy and compliance
with OMB- A87 cost definitions and principles. The result of total
allowable costs (per service and practitioner) divided by total units
of service (as defined above) result in the average allowable unit rate
for reconciliation and cost settlement. The average allowable unit rate
multiplied by Medicaid units of service (as determined by the SCDHHS
MMIS) becomes annual allowable Medicaid reimbursement for the
governmental provider. This amount is compared to Medicaid interim
payments (including TPL) and any prior adjustments and/or recoupments
for these services. Should this comparison identify an overpayment to
the provider, SCDHHS will send a letter to the provider requesting
repayment within 30 days. Should the comparison 1identify an
underpayment, an adjustment is processed through the MMIS to pay the
provider the difference.

Services such as medication administration and psychological training
and testing reimbursed in accordance with the applicable South Carolina
Medicare Physician Fee Schedule will not be subject to retrospective
cost settlement.

Rehabilitative Services for Primary Care Enhancement as defined in 3.1-
A, pages 6¢ and 6d, paragraphs 13d. A, B, C and D may be provided by a
physician or other licensed practitioner of the healing arts, or under
the direction of a physician or other licensed practitioner of the
healing arts as permitted by 42 CFR 440.130(d). The following services
will be reimbursed by Medicaid as a rehabilitative service for Primary
Care Enhancement:

A) Individual rehabilitative services for Primary Care
Enhancement provided by a professional or a
paraprofessional (unit of service - 15 minutes)

(B) Group rehabilitative services for Primary Care Enhancement
provided by a professional or a paraprofessional (unit of
service - 15 minutes)

© Assessment provided by a professional (unit of service - 15
minutes)
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Medicaid reimbursement rates for rehabilitative services for Primary
Care Enhancement will be established utilizing Medicare reasonable cost
principles, as well as OMB Circular A-87 and other OMB circulars as may
be appropriate. The rates will represent composite rates, in that
professional and paraprofessional costs will be combined in order to
establish one rate for each service. For each level of service that is
paid for on a per unit basis, budgeted costs will be used in

determining the initial rates for each. Budgeted costs may include
personnel costs (including fringe benefits), operating costs (such as
building and equipment maintenance, repairs, depreciation,

amortization, and 1insurance expenses; employee travel and training
expenses; utilities; plus material and supply expenses); as well as
indirect costs and general and administrative overhead costs. The
initial rates will be determined by dividing the budgeted costs by the
projected units of service. However, the initial rate for each level
of service can not exceed the maximum rate cap established for each
level of service. A unit of service for rehabilitative services for
Primary Care Enhancement is defined as fifteen (15) minutes of service
delivery.
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All providers (i.e., private and public) of rehabilitative services for
Primary Care Enhancement will be required to submit annual cost reports
for each level of service for which they are reimbursed. The cost
reports shall include the actual costs of providing each service level
as well as service delivery data utilizing the established defined unit
of service. These reports will be used to analyze the appropriateness
and reasonableness of the reimbursement rates as well as to verify that
the Medicaid reimbursement does not exceed the actual allowable costs
of providing services. Cost settlements will be performed each year as
a result of the submission of the annual cost reports. However,
Medicaid reimbursement will be limited to the lower of actual allowable
Medicaid costs or the maximum rate cap established for each level of
service. The maximum rate cap for each level of service will be
established each year using the financial and service delivery data of
the [largest volume provider of the service. Additionally, future
reimbursement rates for providers will be the lesser of the providers’
actual unit cost or the maximum rate that has been established.

Personal Care Service - The rate paid to providers of Personal Care
services equals the rate paid to providers of Personal Care services.
This methodology is described under page 2, paragraph 4.b of Attachment
4_19-B. A unit of service equates to one hour. This rate does not
cover room and board services provided to Medicaid recipients. State
developed fee schedule rates are the same for both public and private
providers and the fee schedule and any annual/periodic adjustments to
the fee schedule are published in Medicaid Bulletins. The agency’s fee
schedule rate was set as of October 1, 2007 and 1is effective for
services provided on or after that date.

Nurse Midwife Services:

Self-employed - Reimbursement 1is calculated at 80% of the current
physician allowable amount for the delivery and 100% of the current
physician allowable amount.

Employed - Reimbursement is calculated at 100% of the current physician
allowable amount

Hospice Services:

With the exception of payment for physicians services reimbursement for
hospice services is made at one of four predetermined rates for each
day in which an individual is under the care of the hospice. The rate

is no lower than the rates used under Part A of Title XVIIlI Medicare,
adjusted to disregard cost offsets attributable to Medicare
coinsurance, using the same methodology used under Part A. The four

rates are prospective rates. There are no retroactive adjustments other
than the limitation on payments for inpatient care. The rate paid for
any particular day varies depending on the level of care furnished to
the individual.

In addition to the four reimbursement rates of the services described
below, Hospice providers are also required to reimburse nursing
facilities and ICF/MR facilities for the Hospice Long Term Care Room
and Board per diem. This amount is paid to the hospice on behalf of an
individual residing in a Nursing Facility or Intermediate Care Facility
for the mentally retarded. Effective October 1, 2008,the Hospice
Agency is responsible for reimbursing nursing facilities and
intermediate care fTacilities for the mentally retarded 98% of the daily
room and board rate.
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The four reimbursement rates are applicable to the type and intensity of
the services (level of care) furnished to the individual for that day.
The four levels of care into which each day of care is classified are:

Routine Home Care
Continuous Home Care
Inpatient Respite Care
General Inpatient Care

For continuous home care, the amount of payment is determined based on the
number of hours of care furnished to the patient on that day.

The Hospice Agency will bill Medicaid for the room and board provided to
Medicaid beneficiaries who elect hospice and who continue to reside in
nursing facilities or iIntermediate care Tacilities for the mentally
retarded. Upon receipt of the Medicaid reimbursement, the Hospice
providers will forward the reimbursement to the facility in which the
Medicaid beneficiary resides.

Limitations on Inpatient Care

Payments to a hospice for inpatient care must be limited according to the
number of days of inpatient care furnished to Medicaid patients. The
requirements found in 42 CFR 418.302(F)(1)-(5) will be imposed when
implementing the limitations on inpatient care.
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Physician Services

Reimbursement will be made to the hospice in accordance with the usual
Medicaid reimbursement Tfor physician services when these services are
provided by hospice employees or physicians under agreement with the
hospice. This reimbursement is in addition to the daily rate. Services
furnished voluntarily by physicians are not reimbursable.

Consultant specialty services, when necessary for the palliative care and
management of the terminal illness (e.g., radiation for pain relief), are
covered separately and are reimbursed only to the elected hospice.

Services of the patient"s attending physician, if he or she is not an
employee of the hospice or providing services under arrangements with the
hospice, are not considered covered hospice services. These services are to
be reimbursed directly to the provider physician. The hospice must notify
the S. C. Department of Health & Human Services of the name of the physician
who has been designated as the attending physician.

Case Management Services:

Case management services for patients with mental retardation and related
disabilities will be reimbursed through a fee for service methodology which
will actually be a monthly management fee for each patient case managed.
The monthly rate reflects all direct costs associated with case management
service delivery, per individual case manager, per average monthly caseload.
The rate will be prospectively determined by using an average ideal monthly
caseload, and based on the average cost of the social worker including
support costs. Payment to state agency providers will not exceed the cost
of rendering the service. The requirements of 42 CFR 447.321 or 42 CFR
447 _.325 will not be exceeded.

Case management services for severely emotionally disturbed children will be
reimbursed through a fee for service methodology based on the delivery of
units of service. A unit of service will be fifteen (15) minutes. The
payment rate for a unit of service will be prospectively determined based on
the salary of case managers as well as other applicable operating costs. An
adjustment based on the actual cost of the delivery of services will be made
at the end of each fiscal year. Payment to state agency providers will not
exceed the cost of rendering the service. The requirements of 42 CFR
447 _.321 or 42 CFR 447.325 will not be exceeded.

Case management services fTor chronically mentally ill adults will be
reimbursed through a fee for service methodology based ont he delivery of
units of service. A unit of Service will be fifteen (15) minutes. The
payment rate for a unit of service will be prospectively determined based on
the salary of case managers as well as other applicable operating costs. An
adjustment based on the actual cost of the delivery of services will be made
at the end of each fiscal year. Payments to state agency providers will not
exceed the cost of rendering the service.
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Case management services for seriously emotionally disturbed children will
be reimbursed through a fee for service methodology based on the delivery of
units of service. A unit of service will be fifteen (15) minutes. the
payment rate for a unit of service will be prospectively determined based on
the salary of case managers as well as other applicable operating costs. An
adjustment based on the actual allowable cost of the delivery of services
will be made at the end of each fiscal year. Payments to state agency and
other non-profit providers will not exceed the cost of rendering the
service.

Case Management Services

Case Management services for "at risk" Medicaid pregnant women and their
infants (up to one year past delivery), will be reimbursed through a fee for
service methodology based on the delivery of units of service. The payment
rate for a unit of service will be prospectively determined based on the
salary of case managers as well as other applicable operating costs. An
adjustment based on the actual cost of the delivery of service will be made
at the end of each fiscal year. Payment to state agency providers will not
exceed the cost of rendering the service.

Senior Case Managers will perform initial assessments, open cases supervise
Associate Case Managers and close cases.

Case management documentation will be Kkept 1iIn a progress record.
Documentation for follow-up and monitoring activities will include:

e date of client contact/attempt or provider contact;
< type of client contact;

e progress since last action;

e service plan actions taken during contact; and

= next scheduled contact.

Case Management Services (Substance Abuse)

Case management services for Medicaid recipients who are alcohol and drug
abusers will be reimbursed through a unit fee for service methodology. a
unit equals fifteen (15) minutes of service contact. The unit rate for case
management services will not exceed the requirements of 42 CFR 447.321 or 42
CFR 447.325. For public sector providers, the unit rate will be based on
the total cost to provide the service. Only Medicaid allowable costs
attributable to the provision of case management services will be used to
determine the unit rate. Actual cost data will be verified through provider
cost documents for each fiscal year. A year end cost settlement will assure
that only actual reasonable costs are reimbursed.

For private providers, the fee for service rate will be negotiated and established

by the Department of Health and Human Services (DHHS). DHHS will pay
either the negotiated rate or the private provider charges, whichever
is less.

SC: MA 95-011
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Case Management Services (Sickle Cell Disease)

Case Management services for Medicaid recipients with Sickle Cell Disease,
will be reimbursed by a fee for services methodology based on the delivery
of units of service. A unit of service will be fifteen (15) to thirty (30)
minutes based on the salary of case managers as well as other applicable
operating costs. An established rate per site will be based on projected
cost. An annual review will determine actual State Agency and other non-
profit providers costs and any adjustments to the rate. Payment to state
agency providers will not exceed the cost of rendering the service.

For private providers, the fee for service rate will be negotiated and
established by the Department of Health and Human Services (DHHS) based on
actual cost. The DHHS will pay either the established rate or the private
provider charges, whichever is less.

Case Management Services (Physically Handicapped Children)

Case Management services for Physically Handicapped Children will be
reimbursed through a fee for service methodology based on the delivery of
units of service. A unit of service will be fifteen minutes. The payment
rate for a unit of service will be prospectively determined based on the
salary of case managers as well as other applicable operating costs. An
adjustment based on the actual cost of the delivery of services will be made
at the end of each fiscal year. Payment to state agency providers will not
exceed the cost of rendering the service. The requirements of 42 CFR
447 _.321 or 42 CFR.325 will not be exceeded.

For private providers, the fee for service rate will be negotiated and
established by the (DHHS) based on actual cost. The DHHS will pay either
the established rate or the private providers charges, whichever is less.

Case management services for children in foster care ages 0-21, provided by
public providers, will be reimbursed through a fee for service methodology
which will actually be a monthly management fee for each client case
managed. The monthly rate reflects all direct costs associated with
allowable case management service delivery. The rate will be prospectively
determined by using an average monthly caseload and the average cost of the
case manager including support costs. Payment to public providers will not
exceed the cost of rendering the service. The requirements of 42 CFR
447 .321 or 42 CFR 447.325 will not be exceeded.

Case management services provided by private providers will be reimbursed on
a fee for service methodology based on the delivery of units of service.
The unit of service will be once per month. Payment to private providers
will not exceed the established statewide average cost for the service.

SC: MA 95-011
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Case management services for Medicaid recipients with Head and Spinal Cord
Injury and related disabilities will be reimbursed through a fee-for-
service methodology which will actually be a monthly management fee for
each client case managed. The monthly rate reflects all direct costs
associated with allowable case management service delivery. The rate will
be prospectively determined by using an average monthly caseload and the
average cost of the case manager including support costs. Payment to
public providers will not exceed the cost of rendering the service. The
requirements of 42 CFR 447.200-205 and 447.304 will not be exceeded.

Case management services provided by private providers will be reimbursed
on a fee-for-service methodology based on the delivery of units of
service. The unit of service will be a month. Payment will not exceed
the established statewide average cost for the service.

Case management services for Medicaid recipients who are sensory impaired
will be reimbursed by a fee-for-service methodology. A unit of service
will be fifteen (15) minutes. Payment rate for a unit of service will be
determined by a costing methodology. A rate will be established based on
projected cost that includes average case manager®"s salaries and other
appropriate support and operating costs. The actual costs will be
reviewed annually and any adjustments to the rate will be made. Payments
to state agency providers will not exceed the cost of rendering the
service. The requirements of 42 CFR 447.321 will not be exceeded.

Case management services for juvenile justice children ages 0-21 will be
reimbursed through a fee-for-service methodology which will actually be a
monthly case management fee for each client case managed. Medicaid will
be billed only when a case management service has been rendered to an
eligible individual during any given month. The monthly rate reflects all
costs associated with allowable case management service delivery. The
rate will be prospectively determined by using an average anticipated
monthly caseload and the average cost of the case manager including
support costs. Payment to public providers will not exceed the actual
allowable cost of rendering the service. Services that are not directly
related to Targeted Case Management will not be included 1in the
establishment of the Medicaid reimbursement rate. Cost settlements will
be done each fiscal year to assure that payment for case management
services does not exceed actual allowable cost. The requirements of 42
CFR 447.200-205 or 42 CFR 447.300, 302 and 304 will not be exceeded.

Case management services provided by private providers will be reimbursed
on a fee-for-service methodology based on the delivery of units of
service. The unit of service will be a month. Payment will not exceed
the established statewide average cost for the service.

Case management services for Adult Protective Services clients, provided
by public providers, will be reimbursed through a fee for service
methodology which will actually be a monthly management fee for each
client case managed. The monthly rate reflects all direct costs
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associated with allowable case management service delivery. The rate will
be prospectively determined by using an average monthly caseload and the
average cost of the case manager including support costs. Payment to
public providers will not exceed the actual allowable cost of rendering

the service. The requirements of 42 CFR 447.321 or 42 CFR 447.325 will not
be exceeded.

Case management services provided by private providers will be reimbursed
on a fee-for-service methodology based on the delivery of units of
service. The unit of service will be a month. Payment to private

providers will not exceed the established statewide average cost for the
service.

As of June 30. 2006, services will no longer be covered and reimbursed.
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Targeted case management (TCM) services are provided to Medicaid eligible
recipients determined to meet the criteria of functionally impaired
adults. These criteria are located in Supplement 1 to Attachment 3.1-A.

The specific targeted case management services to be provided under this
section of the state plan are as follows:

1) Comprehensive assessment and reassessment,
2) Development and revision of care plan,

3) Referral activities,

4) Monitoring and follow-up.

TCM for this population can be provided by governmental or private
providers. In order to develop the Medicaid payment rate, the Medicaid
Agency employed the following reimbursement methodology:

1. Personnel costs - We obtained from the South Carolina Department
of Social Services (SCDSS), Division of Adult Services, the
personnel classifications (from the South Carolina Office of
Human Resources (SCOHR) Classifications Manual) of the case
managers and their supervisors employed in their Division. Note:
This state agency will be a primary provider of these Targeted
Case Management services. The SCDSS, Division of Adult Services,
also provided the average annual salary for their case managers
(Human Services Specialist 1I1) as well as case manager
supervisors (Human Service Coordinator 1).

These annual averages were used as the base salary costs in the
determination of an hourly rate for case management services.

la Clinical Supervision - The determination of the allowable
clinical supervision salary add-on is calculated as follows:

1) the annual average salary for a case manager supervisor as
obtained from SCDSS is multiplied by the number of case
manager supervisors iIn the SCDSS, Division of Adult Services
(i.e. statewide),

2) this product is multiplied by the average percentage of time
case manager supervisors spend on clinical supervision
activities,

3) the total average salary for all case manager supervisors for
clinical activities as calculated above iIn number 2 of 1la
Clinical Supervision is divided by the number of case managers
workers in the SCDSS, Division of Adult Services (i.e.
statewide). The result obtained represents the annual average
clinical supervision salary per case manager.

1b. The allocable portion of the annual average salary for the case
manager supervisor is added to the average annual salary for the
case manager to determine allowable TCM salary costs.
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Allowable TCM salary costs are multiplied by the fringe benefit
rate for SC state government employees to determine total
personnel costs associated with the TCM services.

Other direct operating costs. Other costs that can be directly
assigned to the TCM service are added. These include:

Travel/transportation costs — The travel expenses associated with
visits to the client’s home for assessment(s) and monitoring.

Training - Training expenses that directly relate to maintaining
certification, qualifications, or licensure for case managers but
not to obtain their initial certification.

Supplies - Material and supply costs that are required for direct
services to clients.

The overriding principle regarding this cost 1is that the
materials or supplies are required or used by the direct (i.e.
hands on) provider of service during the course of treatment or
provision of care to the Medicaid recipient.

The fTollowing characteristics determine the charging of supplies
to a medical service or case management:

a) commonly provided in the course of care/treatment by the
practitioner or case manager without additional charge,

b) provided as incidental, but integral to the practitioners’ or
case managers’ services, and

c) used by the “hands-on” medical provider or case manager.

Indirect costs — Indirect costs (those supporting costs that
cannot be directly attributed to the service but rather
apportioned over all benefitting programs/services) are
recognized by the application of a 10% IDC rate as applied to
personnel costs net of fringe benefits. This is iIn accordance
with OMB A-87, Attachment A, section G.

Cost as identified in steps 1 though 3 above are totaled to
determination the average annual costs (per case manager)
incurred in the provision of targeted case management services to
functionally impaired adults.

The maximum number of billing hours that could be anticipated for
each case manager was determined. Assuming a billing productivity
factor of 60%, the maximum number of billing hours for each case
manager was calculated to be 1,170 hours. The calculation is as
follows 37.5 hours per week X 52 weeks X 60% =1,170 hours.

Next, the average annual cost determined in step 4 above is
divided by the maximum number of annual billable hours as
determined in (5) above to arrive at an hourly rate for each case
manager. The unit measurement for TCM is fifteen (15) minutes.
Therefore, the hourly rate is divided by four in order to arrive
at the unit billing rate.

SC 10-005
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The Medicaid agency will reimburse private providers of Targeted
Case Management services to functionally impaired adults using
the Medicaid rate methodology described above. Also, the interim
rate paid to state owned governmental providers of Targeted Case
Management functionally impaired adults will be based upon the
Medicaid rate methodology described above. Reimbursement rates
for Targeted Case Management services to functionally impaired
adults effective July 15, 2010 (and subsequent updates) will be
published in Medicaid bulletins distributed to affected
providers. State owned governmental providers will be reimbursed
at one hundred percent of their allowable Medicaid costs based
upon the review and reconciliation of annual cost reports.

Annual Cost Identification and Reconciliation Process for State
Owned governmental providers:

Each State Owned governmental provider rendering Targeted Case
Management services to functionally impaired adult will be
required to submit a CMS approved annual cost report to establish
the costs of their services. Allowable costs will be classified
as follows:

Direct Costs:

1) “Personnel costs - Expenditures from the accounting
records of the State Agency for the incurred salaries,
payroll taxes, and fringe benefits for the employees
providing case management services to functionally
impaired adults. For employees who are not assigned to
work 100% of their time in services to functionally
impaired adults, time sheets will be required to
allocate salary, payroll taxes and fringe benefits.

Only those personnel costs for individuals meeting the
requirements of TCM Case Manager as described in
“Supplement 1 to Attachment 3.1-A", pages 1m.2 and 1m.3
will be considered as allowable expenditures for the
cost report and reconciliation.

2) Materials and supplies required for the provision of
service.

The overriding principle regarding this cost is that the
materials or supplies are required or used by the direct
(i.e. hands on) provider of service during the course of
treatment or provision of care to the Medicaid
recipient.

The following characteristics determine the charging of
supplies to a medical service or case management:

a) commonly provided in the course of care/treatment
by the practitioner or case manager without
additional charge,

b) provided as incidental, but integral to the
practitioners’ or case managers’ services, and

SC 10-005
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c) used by the “hands-on” medical provider or case
manager .

3) Training expenses that directly relate to maintaining
certification, qualifications, or licensure for case
managers but not to obtain their initial certification.

4) Travel/transportation costs the travel expenses
associated with visits to the client’s home for
assessment(s) and monitoring.

The State owned governmental providers of this service
will report the actual travel/transportation cost
incurred by case managers 1in the provision of case
management  services as identified through their
accounting system. Examples of allowable expenditures
include documented mileage paid to case managers for the
use of their private vehicles and directly charged and
documented expenses of the state providers fleet
vehicles used by case managers.

5) Any costs not noted above but directly assignable
excluding subcontract arrangements for direct service
delivery and costs included in indirect cost
determination.

Supervision:

Costs of clinical supervision will be added to the direct costs
associated with the case managers. Allowability of supervisory
costs iIs determined based on time and effort reports which will
identify and separate administrative activities of the supervisor
versus those activities that are clinical 1in nature (i.e.
participating in assessment and care plan meetings, participation
in follow-up and re-evaluation activities, review and evaluation
of case management documentation). Time and effort vreports
completed in accordance with HIM-15, Chapter 2300, Section 2313.2
(E) will be used to determine clinical supervision costs.

Indirect Costs:

Allowable indirect costs can be determined by the application of
the provider’s federally approved indirect cost rate or federally
approved cost allocation plan.

Total Allowable Costs of Targeted Case Management services:

The allowable costs for targeted case management services will be
the sum of allowable direct costs, clinical supervisory costs as
applicable, and indirect costs as determined above.

Service Statistics:

All State Owned governmental providers will be required to
accumulate and report service utilization statistics (i.e. units
of service) Tor the total universe of service recipients in
keeping with the accumulation of costs by total population of
users. The unit measure Tfor this service for all providers,
private and governmental, is fifteen (15) minutes.
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Reconciliation of Annual Cost Reports to Interim Payments:

The State owned governmental providers of this service will
submit a cost report within 120 days after the close of their
fiscal year. Annual cost reports will be desk reviewed for
accuracy and compliance with OMB-A87 cost definitions and
principles. The result of total allowable costs divided by total
units of service (as defined on page 6e.3 in Service Statistics)
result In the average allowable unit rate for reconciliation and
cost settlement. The average allowable unit rate multiplied by
Medicaid units of service (as determined by the SCDHHS MMIS)
becomes  annual allowable Medicaid reimbursement for the
governmental provider. This amount 1is compared to Medicaid
interim payments (including TPL) and any prior adjustments and/or
recoupments for these services.

Settlement Procedures:

Should the comparison referred to above (in the Reconciliation of
Annual Cost Reports to Interim Payments) identify an overpayment
to the provider, SCDHHS will send a letter to the provider
requesting repayment within 30 days. Should the comparison
identify an underpayment, an adjustment is processed through the
MMIS to pay the provider the difference.

This plan expires June 30, 2012.
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20 b Extended pregnancy related services are reimbursed individually based upon
the methodologies described below under 20.A., 20.B., and 20.C. Services
provided by state owned/operated entities will not exceed cost.

A.

C.

Risk Assessment — Risk assessments as defined in Attachment 3.1-A must
be provided by a physician, registered nurse, or licensed practical
nurse utilizing the policies and procedures outlined in the SCDHHS
Medicaid Enhanced Services Manual and the SCDHHS Physicians,
Laboratories, and Other Medical Professionals Manual. These services
are reimbursed utilizing procedure code 99420, Administration and
Interpretation of Health Risk Instrument. These services are provided
by state owned and private providers. In order to price the
assessments, the Medicaid Agency has limited its reimbursement to no
more than the amount reimbursed by Medicare via CPT code 99211. CPT
code 99211 is used because it most closely mirrors the amount of effort
required to perform the risk assessments as described in Attachment
3.1-A. No cost reports are required nor any cost settlements made to
the state owned providers of service.

Healthy Mothers/Healthy Futures Program - These are enhanced
educational and referral services as described in Attachment 3.1-A that
are available to pregnant women and newborns. These services are
rendered by primary care providers utilizing the policies and
procedures outlined in the SCDHHS Physicians, Laboratories and Other
Medical Professionals Manual and are provided coincident with the
initial OB or subsequent antepartum or newborn visits. Payment rates
have been established to reimburse primary care providers for the
following enhanced services:

99203 Initial OB Exam with Additional Services
99213 Antepartum Visits with Additional Services
97802 Newborn Care Exam with Additional Services

The reimbursement rates for these services are established at
percentages up to 100% of the Medicare fee schedule for the
corresponding CPT codes. The reimbursement rates for services to
pregnant women (99203 and 99213) are inclusive of all services received
during the initial and antepartum visits. The reimbursement rate
established for services to the newborn are in addition to the payment
made for the medical services rendered during the visit. The
additional payment (97802) is to cover the additional educational and
referral activities. No cost reports are required nor any cost
settlements made to the state owned providers of service.

Postpartum/Infant Home Visits - Postpartum/Infant Home Visits as
defined in Attachment 3.1-A are services provided in the recipient’s
home to a mother and infant, by a registered nurse in conformity to
standards outlined in the SCDHHS Medicaid Enhanced Services Manual and
the SCDHHS Physicians, Laboratories, and Other Medical Professionals
Manual. The following services, provided by public and private
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providers, are reimbursed by Medicaid as Postpartum/Infant Home Visits:

1.

99501 (00) Postpartum/Infant Home Visit
99501 (52) Postpartum/Infant Home Visit, Repeat Visit
T1028 (HA) Pre-Discharge Home Visit

The reimbursement rate for the Postpartum/Infant Home Visit,
Procedure Code 99501 (00), rendered by the public and private
providers has been established at the same rate reimbursed to South
Carolina’s State Health Agency for a Skilled Nursing Home Health
visit. This rate was chosen due to the comparability of resources
used and services provided.

The methodology employed to reimburse Skilled Nursing Home Health
services limits reimbursement to the lesser of allowable Medicare
costs, provider’s charges or established Medicare cost limits. This
methodology was established upon implementation of South Carolina’s
Medicaid Home Health Program and was designed to emulate the
Medicare Home Health methodology 1in place at that time. This
methodology is described at Attachment 4.19-B, 7A (page 3). When
Medicare implemented PPS on October 1, 2000, the South Carolina
Medicaid Program retained all elements of the prior Medicare
methodology with the exception of freezing the Medicare cost limits
per discipline to those published in the Federal Register dated
August 5, 1999. Annually, South Carolina requires the submission of
CMS 1728-94, the Medicare cost report TfTormat for Home Health
providers. This report is desk reviewed, the comparison of allowable
Medicare costs, provider charges and Medicare cost limits made, and
a resulting cost settlement is processed.

In the application of the Home Health methodology to the derivation
of Postpartum/Infant Initial Home Visit rate, the State Health
Agency’s Skilled Nursing service rate has become the Medicare limit
as published in the August 5, 1999 Federal Register, 1i.e. the
reimbursable Skilled Nursing Home Health rate for the State Health
agency.

The reimbursement rate for the Postpartum/Infant Home Visit, Repeat
Visit, Procedure Code 99501 (52), rendered by public and private
providers is reimbursed as a percentage of the Postpartum/Infant
Home Visit. The personnel required to provide the service and the
characteristics of service delivery are effectively the same. The
differentiating features are the focus of the visit and the length
of time required to perform the service. The reimbursement rate for
the Repeat Visit is 38% of the Initial Postpartum/Infant Home Visit
rate.

The reimbursement rate for the Pre-Discharge Home Visit, Procedure
Code T1028 (00), rendered by public and private providers is
reimbursed as a percentage of the Postpartum/Infant Home Visit. The
personnel required to provide the service and the characteristics of
service delivery are effectively the same. The
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differentiating features are the focus of the visit and the length
of time required to perform the service. The reimbursement rate for
the Pre-Discharge Home Visit is 50% of the Initial Postpartum/Infant
Home Visit rate.

No cost reports are required nor any cost settlements made to the
state owned provides of postpartum/infant home visit services.

D. Reimbursement for Enhanced Services to non-high risk pregnant women as
described in Attachment 3.1-A were discontinued on October 1, 1996.
Transportation:

Broker Transportation Services: See Supplement 2 to Attachment 3.1-A.

. Non-Broker Transportation Services:

Emergency Ambulance Services: Payment for emergency ambulance services
will be the lesser of actual charges submitted by the carrier or the
ceiling of the fees established by SCDHHS and published in the Ambulance
Services Provider Manual. The fee schedule for ambulance services is
inclusive of all supplies required during transportation to include
EKG/DEF, airways, oxygen, and Tfield drugs. The Tfee schedule will be
applied uniformly without consideration of locality. The Agency’s rates
were last updated on October 1, 2007 and are effective for services on or
after that date. All rates are published in Medicaid bulletins. Except as
otherwise noted in the plan, state developed fee schedule rates are the
same for both governmental and private providers. For the covered Medicaid
emergency ambulance services that have a comparable Medicare rate, the
Medicaid fee payments will not exceed the payments calculated at one
hundred percent of the Medicare Fee Schedule (in the aggregate).

Special Needs Transportation:

Special Needs Transportation (SNT), as defined on page 9e of Attachment
3.1-A, Limitation Supplement is reimbursed based on a statewide route rate
per child. The public provider of this service, the State Department of
Education (SDE), is reimbursed an interim rate, which iIs cost settled at
year-end. Please note that the initial interim rate for SNT services was
based on the cost finding process as described below, utilizing estimated
costs and service statistics. Interim rates are now adjusted based on
current cost trends as supported by the most recently reviewed cost report
for the SNT provider (i.e. the most recently reviewed cost report
establishes the next period’s interim rate.)

Description and Discussion of Cost Finding for SNT:

South Carolina is unique in that the state agency, SDE, and local school
districts each contribute to the provision of school based transportation
services in the state. The SDE maintains and fuels the buses and bus
“shops™, assists with routing, enforces state school bus policies, and
trains district drivers. School bus drivers are employees of their local
school districts. Each school district also employs staff to coordinate
and schedule routes for that district.

Prior to billing for SNT services for a Medicaid recipient, the districts
must ensure that a Medicaid service as specified in the Medicaid’s
recipient’s IEP or IFSP was provided and billed on the date of the Special
Needs Transportation service. Only transportation services provided In a
Special Needs bus (i.e. buses specifically adapted to serve the needs of
the disabled) are eligible for reimbursement.
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The rate development and cost finding methods for Special Needs
Transportation are summarized below:

School Districts”’ Direct Costs:

1. The school districts” costs associated with state mandated student
transportation is determined for all participating districts. The local
school districts” accounting structure is established to isolate the
direct costs of state mandated student transportation to include
salaries and fringes of school bus drivers, schedulers and coordinators
and districts’ expenses such as supplies and purchased services for that
function.

There i1s applied to each individual school district’s costs described
above, the district’s specific indirect rate as calculated by the SDE in
cooperation with the United States Department of Education. The result
represents the indirect support provided in each district for student
transportation services.

Costs of the participating districts are accumulated (net of equipment
allowances) for the determination of the statewide rate.

State Department of Education (SDE) Direct Costs:

1. The costs incurred by the SDE related to the purchase and maintenance of
equipment for statewide student transportation are identified. Costs
included here include maintenance salaries and fringes, supplies,
purchased services and other expenses associated with maintaining the
statewide fleet of buses. This includes all costs associated with the
operation of 44 bus shops statewide to include fuel purchases, parts and
repairs, shop supplies, and insurance.

2.The costs incurred by the SDE, Office of Transportation, for the
administration of the student transportation are identified. These costs
are incurred for assistance with district routing, enforcement of state
school bus policies, training of district drivers, and management of
statewide operations. Costs included here include salaries and fringes,
supplies, purchased services associated with student transportation
administration.

3. State Department of Education costs as defined above are accumulated
(net of allowances for capital items) for the determination of the
statewide rate. The SDE’s indirect cost rate is applied to reflect the
indirect support of SDE provided to the Office of Transportation
services.

Application of Use Allowances for Capital ltems:

Use allowances for SDE and the local school districts” equipment items are
determined in accordance with the use allowance provisions and policies of
OMB A-87. Use allowances are determined for: 1) SDE’s bus shop buildings
and equipment and 2) the local school districts” equipment items used in
the provision of transportation services. Special needs bus allowances
will be addressed below at Distribution of Cost Pool, Item 3.

SC 06-008
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Total Transportation Cost Pool:

The total statewide Transportation Cost Pool 1is comprised of school
district level accumulated costs, SDE identified student transportation
costs, iIndirect costs and use allowances for related equipment of both SDE
and the local school districts as described above.

Distribution of Cost Pool:

Since the cost pool accumulated above 1is based on statewide student
transportation services, special needs transportation services must be
carved out of statewide services.

1. Total Special Needs Mileage is accumulated for all Special Needs routes
in participating school districts. Total Student Transportation Mileage
is accumulated for all participating school districts. The percentage
of special needs mileage to total student transportation mileage is
determined.

2. The resulting Special Needs percentage is applied to the Total
Transportation cost pool to determine Special Needs transportation
costs.

3. A use allowance for Special Needs buses (i.e. buses specially adapted
to serve the needs of disabled students), based on SDE inventory
records, is determined in accordance with the use allowance provisions
and policies of OMB A-87. This use allowance is added to previously
determined Special Needs Transportation costs (item 2 above) to
determine the Total Special Needs Transportation Cost Pool.

Utilization Data and Determination of Special Needs Route Rate:

1. A determination of the total number of enrolled Special Needs students’
routes per student per day per school year is calculated. (This number
is determined by multiplying all Special Needs Student routes run daily
per student by the number of school days in the school year.)

Note: A route is defined as a one-way ‘“trip” (ex. home to school,
school to home, school to Medicaid service).

2. This utilization of Special Needs bus services 1is divided into the
Special Needs Transportation Costs Pool to determine the Cost per
Special Needs Student per route.

Year End Reconciliation and Cost Settlement:

An annual cost report for the SNT program is required each year and covers
the period July 1 through June 30. The report is prepared by the State
Department of Education and is a compilation of incurred costs from their
accounting records as well as cost obtained from the school districts from
their annual audited financial statements.

SCDHHS staff reviews the Transportation Route Based Reimbursement
Calculation and supporting work papers filed by SDE for accuracy,
consistency with prior submissions and correct application of OMB A-87
provisions. Any questionable items are forwarded to the appropriate staff
at SDE for resolution prior to final determination of annual SNT rate and
subsequent cost settlement.

To complete this review, staff requests payment data from the MMIS
reporting system (MEDSTAT) which reflects paid units of service (i.e.
routes) and the Medicaid payments associated with these units of service.
To complete the annual cost settlement for SNT services, the desk reviewed

SC 08-021
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SNT allowable cost route rate is multiplied by the units of service to
determine allowable reimbursement for SNT services for the year. This
amount is then compared to accumulated iInterim payments Tfor a
determination of over or underpayment for SNT services.

Once the determination of (over)/under payment has been made as part of
the annual desk review process, a letter informing the staff at SDE of
cost settlement results is released. Coincident with the letter release is
the release of either a credit adjustment to pay SDE for any underpayment
due or the establishment of a DHHS receivable in order to collect any
overpayment made to the provider.

The Special Needs Transportation reimbursement methodology described above
will end effective September 30, 2012.

Other Types of Transport Services (Non-Brokered):

Targeted Populations: Other types of transports are provided to targeted
Medicaid populations to Medicaid covered services. These services are
provided to Medicaid children who may require non-parental escort to
Medicaid services. These services are provided by:

1)State agencies,
2)Local Education agencies (LEAS).

The mode of transportation for services provided by the Local Education
Agencies is eilther school buses or mini-vans. In the instances of LEAs
utilizing school buses, these buses transport groups of Medicaid eligible
children from home or district schools to covered Medicaid services
provided by the district (i.e. Rehabilitative behavioral health services.)
These buses are not specially modified buses for the physically
handicapped (i.e. Special Needs Transportation).

Annually, all providers of NET services submit for approval budgets for
their upcoming rate cycles. Rates are determined on a per passenger mile
basis. Provider budgets, completed on the SCDHHS preprint budget, are
comprised of:

State Agency and School District Providers:

1. Direct costs: Salaries and fringe benefits of drivers and escorts,
vehicle fuel, repairs and maintenance. Also, insurance, taxes,
licenses and registration, and/or any associated vehicle leases.

SC 12-018
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Depreciation is allowed on provider owned vehicles. A state agency
or school based provider may allocate costs of fleet operations if
applicable.

2. Indirect costs: To provide for the administrative and overhead costs
the provider incurred to support the Medicaid Transportation
contract, the provider is allowed to apply their specific indirect
rate. For state agency providers, this will be the indirect rate as
approved by USDHHS. For Ilocal school districts, this will be the
unrestricted indirect rate as calculated by the SDE in cooperation
with the United States Department of Education.

3. Service Utilization Statistics: Service units are passenger miles.
As cost is based on services provided to all passengers (i.e. total
passengers), annual units of service projections are based on total
passenger miles.

Annual Cost Reports (State Agency and School Based):

Annual cost reports are required of all state agency providers of non-
emergency transportation services described above to ensure that these
providers have not received reimbursements in excess of actual allowable
costs.

For all state agency providers of non-emergency transportation, the
budgeted rate established at the beginning of the contract year represents
their maximum per passenger mile reimbursement rate for the year. Cost
reconciliation based on the annual cost reports of public providers is
completed. If a state agency provider’s interim payments exceed the actual
allowable costs of non-emergency transportation services, the SCDHHS will
establish a receivable to recover the excess payments. No additional
payments will be made to a provider as a result of the cost reconciliation
process.

For Local Education Agencies also participating in the Administrative
Claiming program, services associated with coordinating and scheduling of
transportation services are specifically excluded from allowable
Administrative Claiming activities.

Licensed or Otherwise State-Approved Freestanding Birth Centers: For
services provided at a birthing center, the facility payment will be no
more than 50 percent of a normal vaginal hospital delivery. The provider
shall append a TC modifier to the vaginal delivery code when billing the
all-inclusive facility fee. The Licensed or Otherwise State Approved
Freestanding Birth Centers facility fee schedule rate is effective
for services provided on or after the iImplementation date as
outlined In the Physician Section 5, Attachment 4_.19-B, Page 2a.2.

SC 11-016
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28(ii1) Licensed or otherwise State-Recognized covered professionals providing
services in the Freestanding Birthing Center: Reimbursement for midwifery
services for a normal vaginal birth are based on the lesser of billed
charges, or 100% of the allowed provider reimbursement for a routine
delivery*.

All other obstetrical services provided by midwives are reimbursed at the

allowed provider reimbursement (™) pased on South Carolina’s Physician
Fee Schedule.

* Allowed provider reimbursement is based on provider type, i.e. certified
nurse midwive or Blicensed midwife. A certified nurse midwife receives
100% of the allowable reimbursement based on the South Carolina
Physician’s Fee Schedule while a licensed midwife receives 65 percent of
the allowable reimbursement.

SC 11-016
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Program of all-Inclusive Care for the Elderly (PACE):

A

PACE Upper Limit Calculation:

1.

2.

Paid claims data from the SC Medicaid Management Information
System (MMIS) is pulled for all Medicaid covered services which
will be covered by the PACE program using the following criteria:

e All covered Medicaid service costs (including Buy-in premiums)
incurred by eligibles residing in nursing facilities located
in Richland and Lexington counties are accumulated. However,
effective January 1, 2006, pharmacy costs for
Medicare/Medicaid eligibles (i.e. dual eligibles) will not be
considered a covered cost. State owned/operated nursing
facilities and intermediate care facilities for the mentally
retarded (i.e., ICF/MRs) are excluded from this analysis.
Richland and Lexington counties represent the PACE site
service area.

e All covered Medicaid service costs (including Buy-in premiums)
incurred by eligibles participating in the Community Long Term
Care (CLTC) Program that reside 1in Richland and Lexington
counties are accumulated. However, effective January 1, 2006,
pharmacy costs for dual eligibles will not be considered a
covered cost. Additionally, case management costs originating
from the CLTC area office which are reimbursed outside of
South Carolina’s MMIS are also included as a service cost.
Richland and Lexington counties represent the PACE site
service area.

e All covered Medicaid service costs from both nursing facility
and CLTC eligibles 1identified above will be accumulated
separately for Medicaid eligibles and for dual eligibles.

In addition to the determination of service cost from the paid
claims data, member months will also be determined from the
claims data. Member months for nursing facility eligibles are
defined as whole or partial member months depending upon the
admission and/or discharge date of the nursing facility resident.
For eligibles participating in the CLTC program, member months
are defined as whole or partial member months depending upon the
entry and/or departure from the CLTC program. Member months will
be calculated separately for Medicaid eligibles and dual
eligibles.

Medicaid service costs incurred by eligibles residing in nursing
facilities and participating in the CLTC program will be adjusted
by service specific inflation trends vresulting from the
implementation of Medicaid policy changes that were

SC: 06-003
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implemented during or after the claim reporting period but
prior to the effective date of the rate period. Additionally,
the South Carolina Department of Health and Human Services
(SCDHHS) reserves the right to adjust the initial PACE
Medicaid rate in the event of Medicaid policy changes during
the course of the PACE rate period, subject to prior approval
by the CMS regional office.

4_ Medicaid service cost expenditures as determined in (3) above
will be accumulated separately fTor eligibles residing in
nursing Tfacilities and eligibles participating in the CLTC
program. Additionally, member months as determined in (2)
above will be accumulated separately for eligibles residing in
nursing Tfacilities and eligibles participating in the CLTC
program. Total Medicaid service costs for each group (i.e.,
nursing home residents and CLTC participants) will be divided
by total member months for each group to determine an average
nursing home member month cost and an average CLTC member
month cost. This calculation will be performed separately for
Medicaid eligibles and dual eligibles.

5. In order to calculate the upper payment limit for PACE
participants, an adjustment for patient acuity must be made.
Therefore, the average nursing home member month cost and the
average CLTC member month cost as determined in (4) above will
be weighted to determine the upper payment limit Tfor PACE
participants.

PACE Medicaid Rate Calculation:

The Medicaid rate for PACE participants will represent no more than
100% of the weighted UPL as determined in (5) above. Separate rates
will be established for Medicaid eligibles and dual eligibles.

SC: 06-003
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Preventive Services continued:

Diabetes Management

A diabetes management program, as defined iIn Attachment 3.1-A,
Limitation Supplement, Pages 6a.5 and 6a.6 must be managed by a
Certified Diabetes Educator and adhere to the National Standards for
Diabetes Self-Management Education or be a program recognized by the
American Diabetes Association or Indian Health Service. The services
are provided in accordance with the policies and procedures outlined in
the Diabetes Management Manual .

S0315 Disease management program--Initial Assessment/Initiation of
Program

S9445 Patient Education — Patient education, not otherwise classified,
non-physician provider, Individual per session

S9455 Diabetic management program — Group session

S0316 Follow-Up/Reassessment

The payment rates for individual and group diabetes disease management
were initially established at 80% of the 2005 Medicare Fee Schedule
using procedure codes G0108 and G0109 as the basis. Because the two
Medicare procedure codes represent a thirty-minute unit and a Medicaid
unit of service for diabetes disease management represents a fifteen-
minute unit, the individual and group rate are further reduced by Ffifty
percent.

Medicaid codes: S0315, S9445, and S0316
(Medicare code: G0108 - Diabetes outpatient self-management training
services, individual)

Medicaid code: S9455
(Medicare code: G0109 - Diabetes outpatient self-management training
services, group)

State developed fee schedule rates are the same for both public and
private providers. The fee schedule and any annual/periodic
adjustments to the fee schedule are published in Medicaid Bulletins and
will not exceed 100% of the Medicare fee schedule.

SC: 05-014
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on:  HCFA-PM-91-4  (BPD) Supplement 1 to ATTACHMENT 4.19-B
AUGUST 1991 Page 61
OMB No.: 0938-
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State/Territory: South Carolina

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES —
OTHER TYPES OF CARE

Payment of Medicare
Part A, Part B and Part
C
Deductible/Coinsurance

Except for a nominal recipient copayment (as specified iIn Attachment
4.18 of this State plan), if applicable, the Medicaid agency uses the
following general method for payment:

1. Payments are limited to State plan rates and payment
methodologies for the groups and payments listed below and
designated with the letters SP.

For specific Medicare services which are not otherwise covered by
this State plan, the Medicaid agency uses Medicare payment rates
unless a special rate or method is set out on Page 3 in item D of
this attachment (see 3. below).

2. Payments are up to the full amount of the Medicare rate for the
groups and payments listed below, and designated with the letters
MR.

3. Payments are up to the amount of a special rate, or according to

a special method, described on Page 3 in items A, B and C of this
attachment, for those groups and payments listed below and
designated with the letters NR.

4. Any exceptions to the general methods used for a particular group
or payment are specified on Page 3 in item A of this attachment
(see 3. above).

TN No. SC 11-012
Supersedes Approval Date: 10/17/11 Effective Date: 08/09/11
TN No. SC 10-007 HCFA ID: 7982E
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OMB No.: 0938-
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State/Territory: South
Carolina

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
OTHER TYPES OF CARE

Payment of Medicare Part A, Part B and Part C Deductible/Coinsurance

QMBs: Part A NR Deductibles NR  Coinsurance
Part B NR Deductibles NR  Coinsurance
Part C NR Deductibles NR  Coinsurance
Other Part A NR Deductibles NR  Coinsurance
Medicaid
Recipients Part B NR Deductibles NR  Coinsurance
Part C NR Deductibles NR  Coinsurance
Dual Part A NR Deductibles NR  Coinsurance
Eligible
(QMB Plus) Part B NR Deductibles NR Coinsurance
Part C NR  Deductibles NR  Coinsurance

TN No. SC 11-012
Supersedes Approval Date:10/17/11 Effective Date: 08/09/11
TN No. SC 10-007 HCFA ID: 7982E




Revision: HCFA-PM-91-4 (BPD) Supplement 1 to ATTACHMENT 4.19-B

AUGUST 1991 Page 3
OMB No.: 0938-

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State/Territory: South Carolina

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
OTHER TYPES OF CARE

Payment of Medicare
Part A, Part B and Part
C
Deductible/Coinsurance

A Effective with claims processed on or after August 9, 2011, payment for

Medicare Part A coinsurance and deductibles (other than nursing
facilities) will be reimbursed as follows:
The Medicaid payment will amount to the Medicaid claim payment less the
amount paid by Medicare not to exceed the sum of the Medicare
coinsurance and deductible. The Medicaid claim payment amount will be
calculated iIn accordance with Attachment 4.19-A of the South Carolina
State Plan.

B. Effective with claims processed on or after August 9, 2011, payment
for Medicare Part B coinsurance and deductibles will be reimbursed as
follows:

The Medicaid payment will amount to the Medicaid claim payment less the
amount paid by Medicare not to exceed the sum of the Medicare
coinsurance and deductible.

C. Effective with claims processed on or after August 9, 2011, payment for
Medicare Part C coinsurance and deductibles will be reimbursed as
follows:

The Medicaid payment will amount to the Medicaid claim payment less the
amount paid by Medicare not to exceed the sum of the Medicare
coinsurance and deductible (and/or co-payments and deductibles).

D. For services which are covered by Medicare but are not covered by the
SC State Plan, the Medicaid claim payment referenced in paragraphs A, B
and C above, will be 75% of the Medicare rate for QMB recipients.
There will be no payment for non-covered SC State Plan services for
non-QMBs. See section 4.19-D of the Medicaid State Plan for the
limitation on nursing home coinsurance payments.

TN No. SC 11-012
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