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SUBJECT:
Nursing Facility Rate Updates Effective October 1, 2018
OBJECTIVE: To update the Medicaid nursing facility rates based upon the most recent cost report information available.
BACKGROUND: As a result of being unable to maintain an adequate reimbursement staff level over the past several months, the SCDHHS intends to update the Medicaid nursing facility rates effective October 1, 2018 using each provider’s fiscal year ending 2016 and 2017 Medicare cost report information and the following process:

· First, the Medicaid Agency will employ the use of worksheet A column #7, lines 3 through 30, of each provider’s fiscal year end 2016 and fiscal year end 2017 Medicare cost reports (i.e. CMS-2540-10) to determine the annual percentage increase/(decrease) in occupancy adjusted per patient day costs of each nursing facility as it relates to their General Service Cost Centers and the Skilled Nursing Facility Routine Cost Center. Capital related costs reported via lines 1 and 2 of worksheet A column #7 are excluded in this computation. This step applies to all non-hospital based nursing facilities.

· For hospital based nursing facilities, the Medicaid Agency will employ the use of worksheet B Part I column #24, line 30, of each provider’s fiscal year end 2016 and fiscal year end 2017 Medicare cost reports (i.e. CMS-2552-10) to determine the annual percentage increase/(decrease) in occupancy adjusted per patient day costs of each nursing facility as it relates to their Skilled Nursing Facility Routine Cost Center. The capital related costs that have been allocated throughout the stepdown process have been removed in this computation.

· For all nursing facilities, the Medicaid Agency will remove the costs that are reimbursed outside of the Medicaid per diem rate prior to determining the annual percentage increase/(decrease) in occupancy adjusted per patient day costs addressed in bullets #1 and #2 above (i.e. Hurricane Matthew costs, professional liability claim cost in excess of $50,000 on an individual claim basis, and Certified Nursing Assistant training and testing costs) from the fiscal year end 2016 and 2017 Medicare cost reports. 

· For all nursing facilities, the Medicaid Agency will apply the agency approved cost adjustment factor (i.e. approved annual percentage increase/(decrease) in occupancy adjusted per patient day costs) against each provider’s January 1, 2018 Grand Total Computed Rate per diem amount. The approved cost adjustment factor took into account the following provider scenarios:

1. The amount of per patient day costs below the cost center standards as reflected in the January 1, 2018 payment rates;

2. The amount of per patient day costs above the cost center standards as reflected in the January 1, 2018 payment rates;

3. The weighted average percentage increase in the cost center standards by bed group based upon the last three payment rate cycles (October 1, 2015, October 1, 2016, and October 1, 2017);

4. The impact of percent skilled changes resulting from the use of SFY 2018 Medicaid paid days as compared to the use of the SFY 2017 paid Medicaid days.

· For all nursing facilities, the Medicaid Agency will reimburse covered SC Medicaid ancillary services in the October 1, 2018 rate by replacing covered SC Medicaid ancillary service costs for fiscal year end 2016 with covered SC Medicaid ancillary service costs for fiscal year end 2017. These costs will not be subject to the agency approved cost adjustment factor.  

· For all nursing facilities, the Medicaid Agency will apply a 2.80% inflation factor against the January 1, 2018 Adjusted Grand Total Computed Rate per diem amount in the calculation of the October 1, 2018 payment rates.

· For all nursing facilities, the Medicaid Agency will maintain the per diem reimbursement for cost of capital, profit and cost incentives for SC Medicaid rates effective October 1, 2018 at the January 1, 2018 per diem reimbursement levels.

Providers that did not file a SC Medicaid nursing facility cost report for September 30, 2016 due to actual/pending change in ownerships but filed a SC Medicaid nursing facility cost report for September 30, 2017 will be reimbursed in accordance with the October 1, 2017/January 1, 2018 rate setting methodology and the October 1, 2018 inflation factor.

As a result of the above payment methodology changes, the weighted average rate effective October 1, 2018 is projected to be $181.77 per patient day, which represents a 2.32% increase from the September 30, 2018 weighted average payment rate of $177.64. Additionally, the Department will authorize 3,815,921 Medicaid Permit Days to be permitted by the SC Department of Health and Environmental Control for state fiscal year July 1, 2018 through June 30, 2019.

BUDGETARY IMPACT: Annual aggregate expenditures are expected to increase by approximately $15,500,000 (total dollars).

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 update to the nursing facility rates effective October 1, 2018 based upon the Medicaid reimbursement policy as reflected above.
EFFECTIVE DATE: On or after October 1, 2018
