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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, Office of Finance and Administration

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

DATE: Nov. 8, 2019

SUBJECT: The South Carolina Medicaid Disproportionate Share (DSH) payment program
changes and updates effective for the federal fiscal year (FFY) 2020, Oct. 1, 2019, through Sept.
30, 2020, DSH payment period. The inpatient hospital swing bed rate and administrative day rate
update effective Jan. 1, 2020. The South Carolina Department of Mental Health (SCDMH) hospital
rate update effective Jan. 1, 2020. Potential increases in inpatient hospital per discharge rates and
outpatient hospital multipliers effective Jan. 1, 2020, in the event that the FFY 2020 DSH
Affordable Care Act (ACA) reductions are implemented.

OBJECTIVE: To implement changes to the South Carolina Medicaid Disproportionate Share
Hospital (DSH) payment methodology based upon Milliman’s review of our current DSH payment
methodology. To update DSH payments for FFY 2020 using updated base year DSH financial and
statistical data (HFY 2018) as well as the updated FFY 2020 DSH allotment amount. To update
the inpatient hospital swing bed rate and administrative day rate effective Jan. 1, 2020, based upon
the Oct. 1, 2019 nursing facility rate rebasing project. To update the SCDMH hospital payment
rates using the most recent cost report data available (SFY 2018) as well as an appropriate trend
rate. To potentially increase inpatient hospital per discharge rates and outpatient hospital
multipliers effective Jan. 1, 2020, to offset the potential DSH ACA reductions slated for FFY 2020.

BACKGROUND: On Sept. 25, 2019, the Centers for Medicare and Medicaid Services (CMS)
published a Final Rule which outlines the methodology that CMS will employ for implementing
the annual Medicaid DSH reductions required by the ACA. The Medicaid DSH cuts, initially
scheduled to begin during FFY 2014, have been delayed repeatedly but are scheduled to take place
in FFY 2020. The proposed FFY 2020 DSH reductions nationwide will amount to $4 billion
tederal dollars. The South Carolina Medicaid DSH program’s share of this reduction amounts to
approximately $143.2 million federal dollars, or approximately $202.5 million total dollars.
Therefore, to plan for this potential reduction in DSH funds, the South Carolina Department of
Health and Human Services (SCDHHS) proposes the following changes to its inpatient and
outpatient hospital Medicaid reimbursement methodologies:



Proposed DSH Changes Without Regard to FFY 2020 DSH ACA Cuts Implementation

The agency proposes to update the base year used to calculate the interim DSH payments
for the DSH allotment period which ends Sept. 30, 2020 (FFY 2020), using hospital fiscal
year-end 2018 data, the continued use of the Dec. 19, 2008, Final Rule (Federal Register /
Vol. 73, No. 245) relating to the audits of the Medicaid DSH payment plans, and the Dec.
3, 2014 Final Rule (Federal Register /Vol. 79, No. 232), which relates to the Medicaid
Program DSH Payments Uninsured Definition.

The agency proposes to update the inflation rate used to trend the DSH base year cost to
the end of the 2018 calendar year.

The agency will expend 100% of its FFY 2020 Medicaid DSH allotment to qualifying DSH
eligible hospitals during the Medicaid State Plan rate year.

The agency proposes to remove all normalization adjustments from the calculation of the
hospital specific DSH limits for the FFY 2020 DSH payment period.

For the FFY 2020 DSH payment year, SCDHHS proposes to reimburse all South Carolina-
defined rural hospitals at 100% of their DSH eligible unreimbursed costs and allow for
100% retrospective cost reimbursement for Medicaid fee-for-service inpatient and

outpatient hospital services.
In accordance with Budget Proviso 33.20 (A) of the SFY 2019/2020 South Carolina State

Appropriations Act, the agency proposes to/may tie DSH payments to participation in the
Healthy Outcomes Initiative and may expand the program as DSH funding is available.

Proposed Inpatient Hospital Reimbursement Changes Without Regard to FFY 2020 DSH

ACA Cut Implementation

SCDHHS will also propose making the following changes to the hospital payment methodology
effective on or after Jan. 1, 2020:

The agency will update the inpatient hospital swing bed and administrative day rates based
upon the Oct. 1, 2019, rebasing of nursing facility payment rates.

The agency will update the SCDMH hospital rates using the most recent cost report data
available (SFY 2018) as well as the use of an appropriate trend factor.

Proposed Inpatient and Qutpatient Hospital Reimbursement Changes Assuming FFY 2020

DSH ACA Cut Implementation

In the event that the FFY 2020 DSH ACA cuts are implemented, SCDHHS proposes to
increase inpatient hospital rates and outpatient hospital multipliers in an amount, that in the
aggregate, will offset the FFY 2020 DSH ACA cuts. SCDHHS does not guarantee budget
neutrality for each impacted hospital.

BUDGETARY IMPACT: If the proposed FFY 2020 DSH ACA cuts are not implemented by
Congress, the projected annual increase in DSH expenditures is approximately $12.4 million total



dollars. In the event the FFY 2020 DSH ACA cuts are implemented, the DSH cuts will be offset,
in the aggregate, by the increase in the inpatient hospital rates and outpatient hospital multipliers.
The projected increase in annual inpatient hospital swing bed and administrative day expenditures
is projected to amount to approximately $30,000 total dollars. The projected increase in annual
SCDMH hospital expenditures is projected to amount to approximately $640,000 total dollars.

EXPECTED OUTCOMES: Medicaid recipient and uninsured individuals® access to inpatient
and outpatient hospital services will be maintained/may improve.

EXTERNAL GROUPS AFFECTED: Contracting Medicaid DSH hospitals, SCDMH long term
psychiatric hospitals and Medicaid and uninsured individuals.

RECOMMENDATION: Move to amend the current state plan to allow for the changes and
updates to the FFY 2020 South Carolina Medicaid DSH payment program, updates to the inpatient
hospital swing bed and administrative day rates, updates to the SCDMH inpatient hospital rates,
and potential increases in inpatient hospital rates and outpatient hospital multipliers should the
FFY 2020 DSH ACA cuts be implemented.

EFFECTIVE DATE: On or after Oct. 1, 2019, for the FFY 2020 South Carolina Medicaid DSH
program changes; on or after Jan. 1, 2020, service dates for the swing bed and administrative day
rate changes; on or after Jan. 1, 2020, service dates for the SCDMH inpatient hospital rate changes
and; on or after Jan. 1, 2020, service dates for the potential inpatient hospital rate and outpatient
hospital multiplier changes.



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: Nov. 18, 2019

SUBJECT: Essential Public Safety Net (EPSN) Nursing Facility (NF) Supplemental Payment
Program Effective Oct. 1, 2019

OBJECTIVE: To update the EPSN nursing facility payment supplemental payment program for
guidance provided by the Centers for Medicare and Medicaid Services (CMS) due to Medicare’s
transition to the Patient Driven Payment Model (PDPM) effective Oct. 1, 2019, for Medicare Part A

skilled nursing services.

BACKGROUND: The Medicare program is currently converting its payment methodology for Part
A skilled nursing care services from a Resource Utilization Group, Version IV (RUG-IV), to a

PDPM methodology.

There are two main ways in which the transition to PDPM may affect state Medicaid programs:
calculation of the Upper Payment Limit (UPL) and changes in nursing facility (NF) reimbursement
for case-mix states. With the UPL calculation, while budget neutral in the aggregate and not
impacting the scope of services covered under the Skilled Nursing Facility (SNF) Prospective
Payment System (PPS), PDPM implementation changes how payment is made for SNF services,
which can have an impact on UPL calculations. With NF reimbursement, we know some states use a
version of RUG-III or RUG-IV to determine payment for NF patients. With PDPM implementation,
CMS will continue to report RUG-III and RUG-IV Health Insurance Prospective Payment System
(HIPPS) codes, based on state requirements, in item Z0200. However, case-mix states also may rely
on the myriad PPS assessments to capture changes in patient case-mix, including the scheduled and
unscheduled assessments under the different RUG versions. As of Oct. 1, 2019, all scheduled PPS
assessments (except the five-day) and all unscheduled PPS assessments will be retired. To fill this
gap in assessments, CMS will introduce the Optional State Assessment (OSA), which may be
required by states for NF's to report changes in patient status, consistent with their case-mix rules.

The new PDPM methodology was created without any consideration to state Medicaid nursing
facility payment programs. The South Carolina Department of Health and Human Services only uses
the Medicare RUGs-1V payment methodology to determine the EPSN nursing facility supplemental
payments. Therefore, in order to assist states in this transition, CMS will allow states that use the
Medicare RUG-IV payment methodology rates to increase the Oct. 1, 2018, RUGS-IV rates by the
increase in the average annual increase in Medicare rates per the fiscal year 2020 final rule.

BUDGETARY IMPACT: This action is not a new action, but one that continues the pre-Oct. 1,
2019, Medicare Part A payment methodology for skilled nursing services.



EXPECTED OUTCOMES: Medicaid recipients’ access to non-state-owned governmental nursing
facilities will be maintained.

EXTERNAL GROUPS AFFECTED: Contracting Medicaid non-state-owned governmental
nursing facilities and Medicaid recipients.

RECOMMENDATION: Move to amend the current state plan to simply increase the Oct. 1, 201 8,
RUGS-IV rates by the increase in the average annual increase in Medicare rates per the fiscal year
2020 final rule effective for services provided on or after Oct. 1, 2019.

EFFECTIVE DATE: On or after Oct. 1, 2019



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

PREPARED BY:  Dr. Pete Liggett, Deputy Director, Long Term Living

PRESENTED BY: Dr. Pete Liggett, Deputy Director, Long Term Living

DATE: Nov. 8, 2019
SUBJECT: Community Choices Waiver (0405.R03) Amendment
OBJECTIVE: To amend the July 1, 2016, Community Choices Waiver to create

alignment between waiver enrollment and state appropriation

BACKGROUND: Community Long Term Care directly administers and operates three home
and community-based services (HCBS) waivers whose goal is to provide an alternative to
institutional placement. This is done through the provision of a variety of services, with case
managers working with participants and families to create an individualized service package.

Since 1983 the Community Choices Waiver has provided services for persons with physical
disabilities and the frail elderly. Over the past three decades the number of individuals served has
increased steadily. The Centers for Medicare and Medicaid Services (CMS) provides technical
assistance for states to provide projections and limits in all HCBS waiver programs. 42 CFR
§441.303(f)(6) requires states to indicate the number of beneficiaries it intends to serve; this number
will constitute a limit on the size of the waiver program. CMS provides technical assistance for states
to determine the number of beneficiaries served either by an unduplicated count in a given waiver
year or a point-in-time count. The South Carolina Department of Health and Human Services intends
to move to a point-in-time count and align that number with the number of waiver slots funded by
annual appropriations. South Carolina seeks approval from CMS to amend this waiver.

BUDGETARY IMPACT: This amendment will not have a budget impact.

EXPECTED OUTCOME/S: The Community Choices Waiver will continue to operate with the
number of waiver slots funded annually.

EXTERNAL GROUPS AFFECTED: Individuals seeking admission to the Community Choices
Waiver, waiver service providers

RECOMMENDATION: Proceed with waiver amendment to CMS no later than Feb. 29, 2020.

EFFECTIVE DATE: On or after March 3, 2020, or upon CMS approval.



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: Nov. 14, 2019
SUBJECT: Home Based Private Duty Nursing Services
OBJECTIVE: To provide a rate increase for Home Based Private Duty Nursing Services.

BACKGROUND: Home based private duty nursing services are available to all recipients, under
the age of 21, who are determined to be in need of such services on the basis of state- established
medical criteria. The services must be ordered by the attending physician and must be provided by
a Licensed Practical Nurse (LPN) or a Registered Nurse (RN) who is licensed by the State Board
of Nursing for South Carolina. The last rate increase provided for this provider type occurred July
1, 2017. Therefore, the South Carolina Department of Health and Human Services (SCDHHS)
proposes to increase the regular July 1, 2017, RN and LPN nursing service rates by 5%, which will
also result in an increase to the enhanced RN and LPN nursing services rate.

BUDGETARY IMPACT: The projected annual impact of the rate increases applicable to the

South Carolina Medicaid program amounts to approximately $1.2 million (total dollars).
Additional changes to be made to waiver services not included in this state plan action.

EXPECTED OUTCOMES: Access to home based private duty nursing services will be
maintained and may be improved for Medicaid waiver recipients under the age of 21.

EXTERNAL GROUPS AFFECTED: Medicaid home based private duty nursing service
providers and Medicaid waiver eligibles under the age of 21.

RECOMMENDATION: Move to amend the current state plan to allow for the increase in
Medicaid home based private duty nursing service provider rates effective Jan. 1, 2020,

EFFECTIVE DATE: On or after Jan. 1, 2020.



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

PREPARED BY: William Wynn, Pharmacy Director
PRESENTED BY: Bryan Amick, Deputy Director, Health Programs

DATE: Nov. 7, 2019

SUBJECT: Substance Use-Disorder Prevention that Promotes Opioid Recovery and Treatment
for Patients and Communities (SUPPORT) Act Compliance

OBJECTIVE: To amend the Medicaid State Plan to demonstrate compliance with the drug
utilization review components of the SUPPORT Act

BACKGROUND: This action does not result in any changes to Medicaid coverage policy, but
rather attests to preexisting compliance with the SUPPORT Act requirements. SCDHHS currently

provides for:

o Safety edits including early, duplicate, and quantity limits for opioid medications

e Maximum daily morphine milligram equivalent (MME) safety edits for opioid medications
¢ Concurrent utilization alerts for opioids with benzodiazepines and/or antipsychotics

e Monitoring antipsychotic medications in children

¢ Monitoring of fraud and abuse of controlled substances by enrollees, prescribing providers
and pharmacy providers, to include lock in programs and drug monitoring

The above actions will not have any impact on Medicaid benefits or reimbursement policy.

BUDGETARY IMPACT: SCDHHS anticipates no budget impact, given that the policy
provisions described above already exist.

EXPECTED OUTCOMES: Continued compliance with industry standards of safety edits,
monitoring, and reduced negative outcomes for SCDHHS members who are prescribed opioids,

benzodiazepines, and antipsychotics.

EXTERNAL GROUPS AFFECTED: SCDHHS anticipates negligible impact, given that the
policy provisions described above already exist.

RECOMMENDATION: Amend the Medicaid State Plan to incorporate the language mandated
in 1902(a)(85) and Section 1004 of the SUPPORT Act.

EFFECTIVE DATE: On or after Oct. 1, 2019



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

PREPARED BY: Elizabeth Biddle, Program Manager, Office of Health Programs
PRESENTED BY: Bryan Amick, Deputy Director, Office of Health Programs
DATE: Nov. 13, 2019

SUBJECT: Adult Podiatry Benefit

OBJECTIVE: To reintroduce podiatry benefits for adult Medicaid beneficiaries

BACKGROUND: Effective Feb. 1, 2011, coverage for podiatry services for adults was
discontinued for South Carolina Medicaid beneficiaries. The addition of podiatry services aligns

with the agency’s tenants of:

» Stewardship, as these services will preserve both human and medical resources through the
mitigation of negative health outcomes of chronic diseases such as diabetes mellitus.

e Access, as these services shall allow other providers to focus more fully on the other health
modalities and expand the range of services available through the Medicaid benefit.

*  Quality, as these services will result in improvement in the health of the population through
the enhancement of services such as wound care, especially for diabetes, which is currently
one of four quality focus areas identified by the South Carolina Department of Health and

Human Services.

BUDGETARY IMPACT: Based onrecent trend analysis of historical utilization when the adult
benefit existed, the estimated annual cost of restoring the adult podiatry benefit is $2.1 million. Most
of this utilization is anticipated in the Supplemental Security Income population, with a lower
volume of demand for healthy adults and pregnant women.

EXPECTED OUTCOMES: The measurable benefits of podiatry coverage are expected to manifest
themselves in at least two different outcome parameters:

e Decreasing the rate of lower limb amputation resulting from diabetes.
e Decreasing the cost of care for foot ulcers once they are diagnosed.

EXTERNAL GROUPS AFFECTED: Podiatrists, primary care physicians, outpatient hospital
services

RECOMMENDATION: Update the State Plan to include podiatry services for the adult Medicaid
population.

EFFECTIVE DATE: On or after Jan. 1, 2020
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* Full-benefit membership continues to hold around 1 million.
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