DEPARTMENT OF HEALTH AND HUMAN SERVICES
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7500 Security Boulevard, Mail Stop S2-26-12
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Financial Management Group

JAN 06, 2018

Mr. Joshua D. Baker

Interim Director

Department of Health and Human Services
P.O. Box 8206

Columbia, South Carolina 29202-8206

RE: State Plan Amendment SC 16-0011

Dear Mr. Baker:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid state
plan submitted under transmittal number (TN) 16-011. Effective October 1, 2016, this
amendment will increase the payment rates for nursing facilities owned and operated by the
South Carolina Department of Mental Health based on the 2015 cost reports trended to the

rate year 2016.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a), 1902(a)(13), 1902(a)(30), and 1903(a) of the Social Security Act and the implementing
Federal regulations at 42 CFR Part 447. We have found that the proposed changes in payment
rates comply with applicable requirements and therefore have approved them with an effective
date of October 1, 2016. We are enclosing the CMS-179 and the amended approved plan pages.

If you have any questions, please call Stanley Fields at (502) 223-5332.

Sincerely,

| =
%/\/\ b f—
Kristin Fan

Director
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ATTACHMENT 4.19-D
Page 23
Revised 10/01/16

This report will be due within ninety (90) days after the end of the
period of operation. Once new ownership or the prior owner begins
operation of the facility, reimbursement will be determined as
previously described for a new owner under paragraph E (2).

F. Payment for State Govermment Nursing Facilities and Institutions
for Mental Diseases

Effective October 1, 2016, each state owned nursing facility owned and/or
operated by the SC Department of Mental Health will receive a prospective payment
rate based upon each facility’s fiscal year 2015 cost report. Allowable cost
will be defined in accordance with the Provider Reimbursement Manual HIM-15.
Allowable costs will include all physician costs except for those physician
costs that relate to the provision of professional services. The total allowable
Medicaid reimbursable costs of each nursing facility will be divided by the
total number of actual patient days served during the cost reporting period to
determine the base year Medicaid per diem cost. In order to trend the base
Medicaid per diem cost to the payment period, the agency will employ the use of
a midpoint to midpoint trend factor of 5.936% based uwpon the fourth quarter 2015
Glcbal Insight Indexes 2010 Based used for the MS Skilled Nursing Facility
Market Basket Updates.

The Medicaid Agency will not pay more than the provider’s custamary charge except
govermmental facilities that provide services free or at a nominal charge.
Reimbursement to govermmental facilities will be limited in accordance with 42

CFR §447.271 (b).

G. Payment Determination for ICF/IID's

1. All ICF/IID's shall apply the cost finding methods specified under 42
CFR 413.24(d) to its allowable costs for the cost reporting year under
the South Carolina State Plan. ICF/IID facilities will not be subject to
the allowable cost definitions R (A) through R (K) as defined in the
plan.

2. All State owned/operated ICF/IID's are required to report costs on the
Medicare Cost Reporting Form 2552. For cost reporting periods begimming
on or after July 1, 1986, all other ICF/IID's which are not operated by
the State (S.C. Department of Disabilities and Special Needs) will file
annual financial and statistical report forms supplied by the Medicaid
Agency. All cost reports must be filed with the Medicaid Agency within
one hundred twenty (120) days from close of each fiscal year.

Effective May 1, 2014, all ICF/IID facilities will receive a statewide prospective
payment rate (institutional rate or commumnity rate) based upon the methodology
described below using each facility’s fiscal year 2011 cost report. Items of expense
incurred by the ICF/IID facility in providing care are allowable costs for inclusion
in the facility's cost report. These allowable costs are defined as items of expense
which the provider may incur in meeting the definition of intermediate care or any
expenses incurred in complying with state licensing or federal certification
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requirements. Allowable cost will be determined in accordance with the Provider
Reimbursement Manual HIM-15.
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Certified Public Expenditures Incurred in Providing Nursing Facility
Services and Intermediate Care Facilities for the Individuals with
Intellectual Disabilities (ICF/IID) Services to Medicaid Eligibles.

The South Carolina Medicaid Agency uses the South Carolina Department of
Health and Human Services (SCDHHS) Financial and Statistical Report for
Nursing Homes for its Medicaid Program and all state owned/operated
governmental nursing facilities must submit this report each year. The
Agency will utilize pages thirteen (Summary of Revenue and Expense) and
six (Census data) to determine the allowable cost of nursing facility
services provided to Medicaid eligibles to be certified as public
expenditures (CPE) when CPE is used as the source of state matching funds.
Hospice room and board expenditures will not be covered in the CPE analysis
as these expenditures are funded via intergovermmental transfers from state
agencies. The Agency will use the procedures outlined below:

I. Interim Reconciliation of Interim Medicaid Nursing Facility Payments
for State Owned/Operated Governmental Nursing Facilities When CPE
is Used as the Source of State Matching Funds:

Upon receipt of the state owned/operated nursing facility’s fiscal
year end June 30 cost report, each nursing facility’s interim
Medicaid fee for service rate payments and any supplemental payments
that may had been made which applied to services provided during
the cost reporting period will be reconciled to its SCDHHS Financial
and Statistical Report for Nursing Homes as filed to the Medicaid
Agency for the respective cost reporting period.

Effective for services provided on or after October 1, 2012, the
State will determine each SCDMH nursing facility’s allowable
Medicaid per diem cost (routine and covered ancillary) by summing
the nursing facility allowable Medicaid routine and covered
ancillary service cost centers and dividing this amount by total
nursing facility days. The allowable Medicaid routine service and
covered ancillary service costs will be derived from page 13,
Summary of Revenue and Expense. Total nursing facility days will be
obtained from page six (Census data). Next, in order to determine
the allowable Medicaid nursing facility per patient day costs,
Medicaid routine and covered ancillary service costs will be summed
and divided by actual census days to determine the allowable
Medicaid per patient day costs. Therefore, to determine allowable
Medicaid nursing facility costs for each state owned/operated
governmental nursing facility, the allowable Medicaid per diem cost
will be multiplied by the number of Medicaid nursing facility days
served during the cost reporting period.

During the annual certified public expenditure reconciliation
process, the allowable Medicaid nursing facility costs as determined
above will be compared to Medicaid payments received and
applicable(including both fee for service, gross adjustments, and
patient responsibility payments (i.e. patient recurring income)) to
services provided during the cost reporting period. The Medicaid
days and payments are tied to MMIS paid claims data (including gross
adjustment payment data). In the event of an underpayment, the Agency
will make no further payment to the provider. In the event of an
overpayment, the Agency will recover only the federal portion of the
overpayment. Any difference tc the reimbursement amount reflected
above will be recorded as an adjustment on the CMS 64 report.
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