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South Carolina Department of Health and Human Services
Medical Care Advisory Committee
Item for Committee Advisement

PREPARED BY: Jeff Saxon, Program Manager, Finance and Administration

PRESENTED BY: Jeff Saxon, Program Manager, Finance and Administration

DATE: July 22, 2019

SUBJECT: Intermediate Care Facilities for Individuals with Intellectual Disabilities (ICF/IID)
rate update effective for service dates beginning on or after July 1, 2019.

OBJECTIVE: To update the April 1, 2019 SC Medicaid ICF/IID Medicaid reimbursement rates
based upon the third and final direct care worker salary increase funded by the SC General
Assembly during the state fiscal year 2019/2020 legislative session.

BACKGROUND: During the last three legislative sessions, the South Carolina General Assembly
has provided the South Carolina Department of Disabilities and Special Needs (SCDDSN) with
funding directed to address direct care worker salary increases within the SCDDSN service
delivery system. Over the course of the past two years, the South Carolina Department of Health
and Human Services (SCDHHS) has adjusted the ICF/IID rates to take this additional direct care
salary costs into account since these new costs were not recognized in the base year cost reports
used to establish the prospective ICF/IID rates effective July 1, 2017 and October 1, 2018.
Therefore the third and final direct care worker salary increase will be recognized effective July 1,
2019 via an adjustment to the “Direct Care Worker Salary Add-Ons” reflected in the April 1, 2019

prospective ICF/IID rates.

BUDGETARY IMPACT: The projected increase in total ICF/IID expenditures is estimated at
$6.67 million (total dollars), which represents a projected 4.11% rate increase. However, because
SCDDSN provides the state matching funds for these services, there is no state matching fund
impact to the SCDHHS.

EXPECTED OUTCOMES: Medicaid recipient access to ICF/IID services will be
maintained/may improve.

EXTERNAL GROUPS AFFECTED: Contracting Medicaid ICF/IID facilities and Medicaid
eligibles.

RECOMMENDATION: Move to amend the current state plan to allow for the updated ICF/IID
rates as described above.

EFFECTIVE DATE: For services provided on or after July 1, 2019.



South Carolina Department of Health and Human Services
Medical Care Advisory Committee
Item for Committee Advisement

PREPARED BY: Jeff Saxon, Program Manager, Office of Finance and Administration
PRESENTED BY: Jeff Saxon, Program Manager, Office of Finance and Administration

DATE: July 22, 2019
SUBJECT: Nursing Facility Rate Updates Effective October 1, 2019

OBJECTIVE: To update the Medicaid nursing facility rates based upon the most recent cost report
information available and replace the aging nursing facility cost of capital reimbursement system
with an updated fair rental value system.

BACKGROUND: The South Carolina Department of Health and Human Services intends to update
the Medicaid nursing facility rates effective October 1, 2019 using the fiscal year ending September
30, 2018 cost report information. The Department will be:

e Providing payments to nursing facilities based on the most recent cost report data available
(i.e., FYE September 30, 2018);

e Requiring nursing facilities to report costs associated with the operation of the Medicaid
certified beds only;

e Updating the cost center standards based upon the FYE September 30, 2018 Medicaid cost
reports;

e Applying a 2.70% inflation factor in the calculation of the October 1, 2019 payment rates;

e Annualizing the nine months of Non-Emergency Medical Transportation (NEMT) costs
reported in the FYE September 30, 2018 cost reports to determine the preliminary October 1,
2019 NEMT add-on amount. Then, to account for outlier utilization shifts based upon the
actual acuity and clinical need of the provider’s beneficiary population observed during the
agency’s review of the January 1, 2018 through June 30, 2018 NEMT data, the agency will
reimburse those impacted providers the lower of the October 1, 2018 NEMT add-on or the
preliminary October 1, 2019 NEMT add-on. All other providers will receive their
preliminary October 1, 2019 NEMT add-on amount;

e Replacing the former modified fair rental value system with an updated fair rental value
system to reimburse contracting private and non-state owned governmental nursing facilities
for capital related expenditures;

* Reimbursing impacted nursing facilities for Medicaid’s share of Hurricane Florence related
evacuation costs due to the mandatory evacuation issued by the Governor and;

* Authorizing 3,864,665 Medicaid Permit Days to be permitted by the SC Department of
Health and Environmental Control for state fiscal year July 1, 2019 through June 30, 2020.



As aresult of the above payment methodology changes, the weighted average rate effective October
1, 2019 is projected to be $194.10 per patient day, which represents a 5.13% increase from the
September 30, 2019 weighted average payment rate of $184.62.

BUDGETARY IMPACT: Annual aggregate expenditures are expected to increase by
approximately $37 million (total dollars), of which $20 million is due to the use of the FYE
September 30, 2018 cost reports while the remaining $17 million is associated with the new fair

rental value reimbursement system being employed.

EXPECTED OUTCOMES: Nursing facility services provided to Medicaid recipients will be
maintained/should improve.

EXTERNAL GROUPS AFFECTED: Contracting Medicaid nursing facilities, Hospice providers,
hospitals, and Medicaid recipients.

RECOMMENDATION: Move to amend the current state plan to allow for the rebasing of nursing
facility rates effective October 1, 2019 based upon the FYE September 30, 2018 Medicaid cost
reports, reimburse impacted nursing facilities for Hurricane Florence related evacuation costs, and
update Medicaid reimbursement policy for the changes noted above.

EFFECTIVE DATE: On or after October 1, 2019
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