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Depertment of Hea'th & Humen Services
Mr. Joshua D. Baker OFFICE OF THE DIRECTOR
Director
Department of Health and Human Services
P.O. Box 8206

Columbia, South Carolina 29202-8206
RE: State Plan Amendment SC 17-0013

Dear Mr. Baker:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid state
plan submitted under transmittal number (TN) 17-0013. Effective July 1, 2017, this
amendment modifies the State’s reimbursement methodology for setting payment rates for
Intermediate Care Facilities/Individuals with Intellectual Disabilities (ICF/IIDs).
Specifically, this amendment will update the payment rates based on the cost reports for
fiscal years ending in 2012 plus a trend factor to the mid-point of the rate year ending in
2018 and an adjustment to the rate for a wage increase.

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
methodology comply with applicable requirements and therefore have approved them with an
etfective date of July 1, 2017. 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,

Kol

Kristin Fan
Director
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ATTACHMENT 4.19-D
Page 23
Revised 07/01/17

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
previocusly described for a new owner under paragraph E (2).

Payment for State Govermment Nursing Facilities and Institutions
for Mental Diseases

Effective Octcber 1, 2016, each state owned nursing facility owned and/or
cperated 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 mursing facility will be divided by the
total mumber 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 upon the fourth quarter 2015
Global 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 governmental facilities will be limited in accordance with 42

CFR §447.271 (b).

Payment Determination for ICF/ITD'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 beginning
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
anmmual financial and statistical report forms supplied by the Medicaid
Agency. All cost reports must be filed with the Medicaid Agency within
one lundred twenty (120) days from close of each fiscal year.

Effective July 1, 2017, all ICF/IID facilities will receive a statewide prospective
payment rate (institutional rate or commmity rate) based upon the methodology
described below using each facility’s fiscal year 2012 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 amy
expenses incurred in complying with state licensing or federal certification

SC 17-0013
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requirements. Allowable cost will be defined in accordance with the Provider
Reimbursement Manual HIM-15.
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To determine the July 1, 2017 baseline ICF/IID per diem rate, the total allowable
Medicaid reimbursable costs of each ICF/IID will be divided by the total muber
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 year Medicaid per
diem cost to the payment period, the agency will employ the use of the midpoint
to midpoint methodology and the use of the third quarter 2016 Global Insight
Indexes - 2010 Based (MS Skilled Nursing Home Market Basket Index.

In addition to the July 1, 2017 baseline per diem rate calculation reflected
above, the Medicaid Agency will provide for an add-on to each ICF/IID rate to
accomt for the legislatively imposed direct care worker wage increase as
mandated by the South Carolina General Assembly during the July 1, 2017 through
June 30, 2018 state appropriations process. The add-on rate will be determined
based upon a $.89 increase in the hourly wage rate as well as the application
of a twenty-one percent (21%) fringe benefit factor which takes into account the
employer’s share of FICA (7.65%) and the SC Retirement System contribution
(13.56%) . Full time direct care worker equivalents (FTEs) will be derived from
SFY 2017 payroll surveys and will be increased by ten percent (10%) to take into
account vacancy factors and anticipated overtime costs. The annual number of
hours worked by each FIE will equal 2,080 hours. The July 1, 2017 direct care
worker wage increase cost will then be divided by state fiscal year 2017 total
patient days to determine the July 1, 2017 direct care worker wage increase add-
on amount.

In order to determine the statewide per diem ICF/IID rates (institutional rate
or commumity rate) effective July 1, 2017, the Medicaid Agency will employ the
following process:

(1) First, the ICF/IIDs are separated by class (institutional or camumity) .
The July 1, 2017 baseline rate of each ICF/IID within each class is
maltiplied by the number of incurred SFY 2016 Medicaid patient days
obtained via MMIS to determine the annual projected Medicaid cost of
each ICF/IID for Medicaid rate setting purposes.

(2) Next, in order to determine a weighted average statewide baseline rate
for each class of ICF/IID facility (comumity and institutiomnal), the
aggregate Medicaid cost as determined in step (1) for each class is
divided by the sum of the incurred SFY 2016 Medicaid patient days for
each class to determine the statewide weighted average for each class.

(3) Finally, the weighted average statewide baseline rate as determined in
step (2) for commmity and institutional ICF/IID’'s is increased by the
amount of the weighted average statewide direct care worker add-on
determined for each class of ICF/IID (commmity and institutional) to
determine the rates effective July 1, 2017.
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