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DEPARTMENT OF HEALTH & HUMAN SERVICES 

Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop S2-26-12 

Baltimore, Maryland 21244-1850 

Financial Management Group 

May 9, 2019 

Joshua D. Baker, Director 
Department of Health & Human Services 

1801 Main Street 
Columbia, SC 29201 

RE: State Plan Amendment (SP A) 17-0018-A 

Dear Mr. Baker: 

CENTERS FOR MEDICARE & MEDICAID 51RVIC!S 

CENTER FOR MEDICAID & CHIP SERVICES 

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan 
submitted under transmittal number 17-0018-A. Effective October 1, 2017, this amendment proposes 
to update the DSH program including: (1) updates the base year used to calculate the interim DSH 
payments and update the inflation rate used to trend the DSH base year cost; and (2) expend 100% of 
its FFY 2018 allotment; and (3) continue to apply a normalization adjustment to the hospital specific 
DSH limits. 

In addition, effective October 1, 2017, SC will update the following IP hospital payments: ( 1) update 
the swing bed and administrative day rates based on the updated October 1, 2017 NF rates and (2) 
update the long term per diem psychiatric hospital rates based on the FYE 2015 cost reports trended 
to the payment period. 

We conducted our review of your submittal according to the statutory requirements at sections 
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a), and 1923 of the Social Security Act and the 
implementing Federal regulations at 42 CFR 447 Subpart C. We have found that the proposed 
reimbursement methodology complies with applicable requirements and therefore have approved 
them with an effective date of October 1, 2017. We are enclosing the CMS-179 and the amended 
approved plan pages. 

If you have any questions, please call Anna Dubois at (850) 878-0916. 

Sincerely, 

Kristin Fan 
Director 

/s/



 
DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED 
HEALTH CARE FINANCING ADMINISTRATION OMB NO. 0938-0193 

FORM HCFA-179 (07-92) 
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STATE PLAN MATERIAL 
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        HEALTH CARE FINANCING ADMINISTRATION 
        DEPARTMENT OF HEALTH AND HUMAN SERVICES 
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October 1, 2017 

5. TYPE OF PLAN MATERIAL (Check One): 
 
   NEW STATE PLAN                              AMENDMENT TO BE CONSIDERED AS NEW PLAN                     AMENDMENT 
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2. A Pe¡ Diem Prospective Palment Rate
Novenber L, 2013,

- Long-Term Psychiâtric Hospita.ls Effective

.long-term care psychiatric hospitals arêonly free-standing governmental
irÌclìrded in this computation.

a) Total alfowable Medicaid costs are dete¡mined for each governmental long
term psychiatric hospital using its fiscal yeêr 2012 Medicaid cost report.
AÌ.lowable cosls woufd include both routine and ancillary services covered
by the long term psychiatric hospital.

b) Next, total patient days incurred by êach hospital du¡ing its cost reporting
period were obtainêd from each provider¡s Medicaid cost report.

c) Next, in order to dete¡mine the per diem cost for each gove¡rìmentêl long
term psychiêtric hospita.I, total âIfowêble Medicaid reiÍìbursable costs for
each provider is divided by the nu[ìber of patient days incurred by the
provider to arrive at its per diem cost,

d) Final.Iy, in order to trênd the governmentaÌ long term psychìatric hospitals
base year per diem cost (i,e, July 1, 2011 through ,June 30, 2012 to the
payment period (i,e. Novenìbel 1, 2013 through Septenber 30, 2014). the
agency empfoyed the use of the applicable cMs Ma¡ket Basket Rates for
lnpatient Psychiatric Facilities to determine the trend rate of 5.373:

RY 201-3- 2.72
RY 201"4- 2 .62

e) Effective July 1, 2016, the non-stâte owned governmentaf long-term ca¡ê
psychiatrìc hospitaf rate was updated based upon its fiscal year end 2015
cost report and trended to the annual pat¡ment period using thê FY 2016 CMS

Market Basket ?rend Rate for Inpatient Psychiatric Facilities of 2.42,
Effective october 1, 201-1 , thè state owned qovernmental Ìong-term care
psychiatric hospital rates were updated based upon its fiscâl year end
2015 cost report and tÌended to the palment period using the midpoint to
midpoint methodoÌogy and the use of the 1st ouarter 201? Global Insiqht
Indexes 2012 Based CMS Inpatient Psychiatric Facilities,

f) For private Ìong term psychiatlic hospitals that do not receive a hospital
specific per diem rate, a statenide per diem rate wj,lf be developed by
first rnultiplying the govelnmental long term psychiat¡ic hospitals per
diem rate by the Medicaid patient days incurted durinq its base year cost
rêporting period. Next, the sum of the Medicaid al-lowable cost amollnts for
all governmental long term psychiatric hospitals was divided by thê sum of
the incurred Medicaid patient days to determíne the statewide per diem
rate for pr:ìvate fonq term psychiatric hospitêls effective November 1,
2013. The hospitaÌ wiÌÌ be reinbursed bâsed upon the lesser of íts
calculated per diem based upon actual costs or the statêwide rate.

S) Effective for services plovided on or after Decenber 1, 2015 ând in the event
that two or moÌe state o!,¡ned governmental long term psychiatric hospitals
consolidate and opelate under one license as one entity, the su¡vlving hospitaf
will be allowed to receive a rate bêsed ìrpon a budgeted cost repott beginning
with the effective date of such consolidatlon. The surviving hospitaÌ will be
allowed to recerve retrospective cost settfements at 1003 of aflowable Medlcaid
reimbursable costs through septenber 30, 20L1 . Effective fo¡ se¡vices plovided
on and after october 1. 2017, the surviv1ng hospital will receive a prospective
pal,nent rate based upon its fiscal year ending June 30, 2017 cost report and
t¡erded to the payment period using the midpoint to midpoint methodology a¡ìd
the use of the G1oba1 Insight fndexes.

sc 17-0 018-A
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by nuLtiplying the appficabÌe DRG relative weight by the hospital
discharge rate and dividing by twice the average length of stay for the
DRG. However, when a patlent 1s adnitted and discharged, and
subsequently readmitted on the same day. the hospital wilf be paid only
one per d.ischarge or per diem payment as appropriate.

E, Payment for swing Bed Davs

Acute care facililies wifl
intermediate care Medicaid
schedufe shown beÌow.

be reimbursed for quali fying
patients in accordance with the

skiÌled and
daify ra te

2011-Septenber 30,
2 012 -Septenber 30,
2073 september 30,
2 014 -Septernber 30,
2 015 -Septenber 30,
2 016 -Septenber 30,

October 1, 2011

This rate caÌculation is described
Attachment 4.19-D.

Novernber 1,
October 1,
October 1¿
oclober 1,
october 1,
october 1,

2012
20\3
20t4
20r5
20L6
2011

155. BB
t62 .19
161 .68
168 . 65
11r .0 4
71 6 .10

Nursing Home State Plan

Pharmacy Per Dien
3.0B )

Rx Per Diem 15.20
RX Per Diem 16.93
RX Per Diem 18.5?

150.53

in the

F. Payment for Administralive Days

Acute care facilities will be reimbursed for Medicaid eligible skilled or
intermediate patients who no longer require acute care and are waiting for
nursinq home placement, Administratíve days must foÌIow an acute inpatient
hospitaf stay and will be covered in any hosp.itaf as fong as a nursing
home bed 1s not avai.Lable, Reimbursement for administrative days is
described befow.

1. Each adm.inlstrative day lrif f be paid in accordance with the rate
schedu.Le shown beÌow, This daily rate wifÌ be considered pal,rnent in
fu1] , there will be no cost settlenent, This rate is a cornbinatlon of
the swing bed rate, as defined above. pfus the Pharmacy per dlen used
for nursing facility UPL pal,'rnents:

201,2
20r3
2074
2075

L59 . 42
r64 .11
171.0B
180.76

November 7, 207I September 30
october 1, 2012 -September 30
October L, 2013 -September 30
october L, 2074 -Seplember 30

(ARM
(ARM
(ARM

B

B

B

october 1,
october 1.
October 1,

2 015 -September 30,
2 016 -September 30,
2Ar1 -

20r6
20r'7

183.85
78',7 .9'7
195 .21

Patients who require more
usinq rates from the fol.Iov.r

complex care
ing schedule,

20r7

services wilf be reimbursed

october 1,
october 1.
october 1.
October 1.
October
December
April B,
October

2003 - Septembe:r 30
2004 - Septenber: 30
2005 - Seplenber 30
2006 septernber 30
2007 - November 30,
2008 Aprit 7. 201

11. -. september 30
2011 -

20
20
20
20

200

6

188.00
197.00
206 . O0
2t5 .00
225 .00
364 .00
353.08
450.00

T,
rl
20

1

L,

This rate calculat.ion is described in the Nursing Home State Pfan
Altachment A.79-D., Section III I.

sc 17-0018 -A
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N. Upper Pavment Limit Calculation

Non-State Owned Governmental and Private Inpatient Hospital Service
Providers

The follor.¡ing methodology is used to estimate the upper payment
limit applicabÌe to non-state owned governmentaf and privately owned
or operated inpatient hospitaÌs (i . e , for profit and non-
governmental nonprofit facilities ) :

The most recent HFY 2016 2552-1,0 cost report serves as the base year
cost report to be used for Medlcald UPL cafcufations. In order to
determine the Medicare allo!,¡able cost using Medicare alfowable cost
principfes (i.e. upper pa\,ment limit), the SCDHHS employs the
follovring process:

(1) Covered Medicaid inpatient hospilal routine charges are
determined by rnultiplying covered Medicaid inpatient hospital
routine billed charges by the ratio of Medicaid Cove¡ed days
to Medicaid bifled days, Data source - Sunmary MARS inpatient
hospital report,

t2)

(3)

(AJ

(5)

Covered Medicaid inpatient hospitaf anciflary charges are
determined by multiplying covered Medicaid inpatient hospital
ancilfary biÌfed charges by the ratlo of Medicaid Covered
days to Medicaid billed days, Data source - Sunrmary MARS
inpatienL hospit aI reporL,

Medicaid covered inpatíent hospital r.outine cost is
determined by multiplying Medicaid routine days as identified
on worksheet S-3, cofumn 7, .Lines 1, B thru 13 and 16 thru 17
by the routine cost pe¡ diems dete¡mined by the amounts
reflected on worksheet B Part T¡ colum¡ 24, lines 30 thru 40
divided by total days of each routine cost center reflected
on worksheet S-3, cofumn 8, lines 1 thr:u 18. Data source -
HFY 2552-10 cost report.

Medicaid covered inpatient hospital ancl11ary cost is
determined by multiplyíng covered Medicaid inpatient hospital
ancillary charges as identified on !,¡orksheet D-3, column 2,
lines 50 thru 117 by the ancillary cost to char:ge ratios as
reflected on worksheet C, column B, lines 50 thru 11?. Data
soLiTce HFY 2552-LO cost report.

TotaI Medicaid inpatient hospltal cost for federal fiscaf
year 201,6 is determined by conbining Medlcaid covered
inpatient hospital routine cost (step 3 ) with covered
Medicaíd inpatient hospltal ancillary cost (step 4). The
total Medicaid inpatient hospital cost is then trended using
the mid-year to mid-year inffation method and the First
Quarter 2017 G1oba1 lnsight fndexes of 2012 Based CMS Hospil-al
PPS Market Basket in order to trend the base year cost (HFY
201,6) to the Medicaid rate period October 1t 2017 through
SepLember 30, 2018.

sc 17-0018-A
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(6) Total Medica.id inpatient hospital revenue is derived from
each hospitaf's Sunfnary MARS report,

(7 ) Next ¡ to account for the changes in the Medicaid
pal¡ment/¡ate updates effective October l, 2Al4 and the
impact of the October 7, 2015 normafization action on the
october 7, 2014 per discharqe rates, the annua.I Medicaid
revenue in step (6) !.ras muftiplied by the appficable
portion of the hospitaf specific increases/ (decreases)
associated with the actions listed above to determine the
projected Medicaid revenue for the period october I, 2OI1
through September 30, 201,8, For hospitals thaìr continue to
receive retrospective cost setLlements at 100? of
al.Lowable costs on and after October 7, 2OI1 , the estimated
revenue for the October l, 201'l through September 30, 2018
payment period equals the trended inflated cost as
described in step (5) subject to the impact of the ,Ju.Iy 1,
2014 and October 7, 2OI5 rate norÍìalization actions.

(B) The Medicaid UPL compliance check is deterrnined for each
class by comparing the aggregate amounts as determined in
(5) above to ensure that projected Medicaid inpatient
hospltal cost is equa.l to or greater than projected
Medíca.id inpatient hospital rate expenditures in step (7),
In the event that aggregate Medicaid inpatient hospital
rate expenditures exceed aggregate Medicaid hospltaf cost,
the Medicaid per díscharge rate for each facility wilL be
limited to the Medicaid cost based rate as determined in
(5) above

If. State O!.rned Governmenta.l Psvchiatric Hospital Services

The folÌowlng methodology is used to estimate the upper pa],Tent
linit apptlcabfe to state owned governmental inpatient
psychiatric hospitals :

The most recent HFY 2016 2552-IO cost report serves as the base
year cost report to be used for Medicaid rate setting and UPl,
ca.Lculations. In order to determine the Medicare allowab.Le cost
using Medicare allowable cost principÌes (i,e. upper pa\,'ment
llmiL). the SCDHHS employs the following process:

ATTACHMENT 4.19-A
PAGE 26a.l
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(1) Medicaid covered inpatient hospitaf routine cost is
determined by muftiplying Medicaid routine days as
identified on worksheet S-3, column 7, f .ines 1 and
B thru 13 by the routine cost per diems delermlned
by the amounts reflected on worksheet B Part Ì.
column 24, fines 30 thru 40 divided by totaf days of
each routine cost center ref.Lected on lrorksheet S-
3, column B, llnes l thru 13. Data source - Hîy 2552-
10 cost report.

Total Medicaid inpatient hospital cost is determined
by combining Medicaid covered inpatient hospital
routine cost (step 1) with covered Medicaid
inpatient hospitaf ancillary cost (step 2) . The
total Medicãid inpatient hospital cost is then
trended using the mid-year to rníd-year inffation
method and the First Quarter 2017 clobal fnsight
Indexes of 201,2 Based CMS Hospital PPS Mar:ket Basket
in order to trend the base year cost (HFY 2016) to
the Medicaid rate period October I, 2011 through
Septe¡nber 30, 2018,

(2) Medicaid covered ínpatient hospital ancil.Lary cost
is determined by rnultiplying Medlcaid routíne days
as identified on worksheet S-3, column ?, lines 1
and 8 thru 13 by the sum of the ancillary cost
centers determined by the amounts reflected on
worksheet B Part I, column 24. lines 50 thru 117
divided by total days of a.11 routine cost centers
refÌected on worksheet S-3, cofumn B, fines 1 thru
13. Data source HFY 2552-f0 cost report.

(3)

(4) Total base year Medicaid inpatient hospitaf revenue
is derived from each hospital's DataProbe (SCDHHS
Declsion Support System) Summary report based upon
each hospilaf's cost reporting period.

(5) Total projected Medicaid lnpatient hospital revenue
is determined by taking the October 1, 20L1 Medicaid
per diem rate multiplied by the HFy 2016 Medicaid
days as identified vía the DataProbe report,

(6) The Medicaid UPL conpfiance check is determined for
this cfass by comparing the aggreqate amounts as
determined in (3) above to ensure that projected
Medicaid inpatient hospitaf cost is equal Lo or
greater than projected Medicaid lnpatient hospital
rate expenditures in step 5. In the event that
aggregate Medicaid inpatient hospital rate
expenditures exceed agqregate Medicaíd hospital
cost/ the Medicaid per díscharge rate for each
facility wifl be linited to the Medicaid cost based
rate as deLermined in (3) above.

sc 17- 0018 -A
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2. Reimbursement Methodoloqy. Each qualifying hospital shalÌ receive
quarte¡ly supplementaf enhanced pa)¡nents for Lhe inpatient services
rendered dur:ing the quarter. ln addition to the limitations
resulting from the application of the upper pa\anent linit for
hospitals reflected in 42 C.F.R. 44'l ,212\a) -(b)/ annuaÌ suppfenental
enhanced pa\Ãnents to each qualifying hospital as described belovr,
in any Medicald State Plan rate year shaÌl be limited to the lesser
of :

the difference between the hospitaf's Medlcaid inpatient
covered charges and Medicaid payments the hospitaf receives
for services processed for fee-for-service Medicaid
recipients during the Medicaid State Plan rate year,
includlng any Medicaid inpatient cost settlement the hospital
receives for the Medicaid State Plan rate year under Sectlon
VI(T) of the state pfan; or

b. for hospltals participating in the Medicaid Di sproportionate
Share Hospital (DSH) Proqram, the difference between the
hospital's hospital specific DSH limit. as defined in Section
VIT of the state pfan¿ and the hospltaf's DSH payments durlng
the Medicaid State Plan rate vear.

In the event the payment limitations described in subsections
a. or b. exceed the aggregate annual upper pa\¡ment linit for
non-state government operated hospitals, each quafifying
hospitaÌ's pa\¡ment r,¡ill be proportionatefy reduced to
maintain compliance with the aggregate annual upper pa)ãnent
Ìimit for non-state government operated hospitafs.

3. UPL Cafculation for Supplemental Enhanced Pa\,ment

The fo1Ìowing methodology is used to detemine the maximum supplemental
enhanced pal,ments for qualifying non-state owned govelnmental and
privately owned or operated ínpatient hospita.Is (i.e. for profit êtd
non-governmentaf nonprofit faciÌ ities ) .

The most recent HFY 201"6 2552-1"0 cost report serves as the b,ase yea¡
cost report used to establish the maximum suppÌementaf enhanced
pal¡ments. In o¡der to determine the maximum payments available, the
following methodology is employed:

(1) The inpatient hospltal routine and ancillary cost ls
detemined as foÌlows: Medicaid inpatient routine cost ìs
determined by nultiplying Medicaid covered days from the SC

MMÍS ând reconciled to worksheet S-3, Part I, co-lumn 7, Lines
1, I through 13 and 16 through 1? by the ¡outine cost per
diems determined by the amounts refÌected on ürorksheet B, Part
I, cofumn 24, Iíñes 30 th¡ough 43 divlded by total dâys of
each routine cost center reflected on wo¡ksheet S-3, coÌumn
B, lines 1 throuqh 18. Medícaid inpatient hospital ancillary
cost is determlned by multiplying covered Medicaid inpatient
hospital covered anciflary charges reconciled to the SC m4TS
and ídentif-ied on the Medicaid worksheet D-3, cofumn 2, lines

sc 17-0018 -A
EFFECTIVE DATE:
7A/Or/L1
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(2)

50 through 112 by the ancillary cost to charge ratios
as reflected on worksheet C¿ cofumn 9, Ìines 50 through
112. Any ancillary services reflected !rithin these
lines (i.e. 50 through 112) that are not consideÌ:ed an
inpatient or: outpatient hospital service (e.9. home
health, ambulance, etc.) ¡¡i1l not be reffected wlthin
these calcuÌations.

Covered Medicaid inpatient hospital days used in the
UPL cafculation are reconcifed to the SC MMIS,

Covered Medicaid inpatient hospital ancillary
charges used ln Lhe UPL calculations are those that
are provider reported and are subject to
reconc.iliation to the SC MMIS if a variance of 33+
exists between provider reported inpatient ancil.Iary
charges versus SC MMIS reported inpatient ancílfary
charges,

To determlne the UPL gap that lrill Lìe used to make
supplemental payments the amount determined for each
hospital in step 1 above will be subtracted from the
amount paid to each hospltal adjusted for any
changes in payment rates during the palment year.
The aggreqate gap amount for each group of hospitals
iprivate and non-state governnent) !.¡iÌI serve as the
basis for the suppLemental payments to the private
and non-state government hospitals. Furthermore, the
suppÌemental payments available under t.his section
cannot exceed the difference between total Medicaid
covered inpatient hospital charqes and total
a.Llowab.Le Medicaid inpatient revenue received by
each hospital eligible to receive UPL reimbursement
under this section.

For payments made on and after october 1, 2017, base
year cost wifl be trended accordlngly using CMS

Market Basket rates. For payment.s made on and after
october I, 201,1 , base year cost !.¡i11 be trended using
the nidpoint to midpoint methodoloqy and the use of
the Gfobal Insight 2472 Based CMS Hospital
Prospective Reimbursement Quarter.Ly Market Basket
Indexes (1st Qtr. 2017 Edition) . Medicaid base year
revenue wiÌ1 be adjusted accordingly to reflect
changes made to SC Medicaid inpatient hospitaf
reimbursement due to the october 1, 2074 rate update
and the October 1, 2015 rate /norrnal, i zat ion action,
For subsequent fiscal years, data utilized from the
HEY 2552-10 cost report and HFY Summary MARS Report
wiÌl be no ofder than 2 years prior to the projected
spending year.

(3)

(4)

(5)

l\4AY 0.$ 20tS



ATTACHMENT 4.19-A
PAGE 26f

county based on the hospital's Core Based StatisticaÌ Area in
the Centers for Medicare and Medicaid May 2013 PubÌic Use Fi1e.

2. Reimbursement Methodoloqy. Each qualifying hospital shall ¡eceive
quarterly supp-Lemental enhanced payments for the inpatient services
rendered during the quarter. In addition to the limitations resulting
from the appÌlcation of the upper payment limit for hospitals Ì:eflected
in 42 C,F.R. 44'1 .2'72(a) -(b) , annuaf supplemental enhanced payments to
each qualifyinq hospital in any Medicaid State Pfan rate year shalÌ be
liÍìited to the lesser of:

the difference betr,¡een the hospital/s Medicaid inpatient covered
cha¡ges and Medicaid payments the hospital receives for services
p¡ocessed for fee-for-service Medicaid recipients during the
Medicaid State PÌan rate year, lncluding any Medicaid inpaLient
cost settlement the hospltaf receives for the Medicaid State Pfan
rate year under Section VI(I) of the state plan; or

for hospitals partícipatinq in the Medicaid Disproportíonate
Share Hospital (DSH) Program, the difference between the
hospital/s hospítal specific DSH limit, as defíned in Section VII
of the state pfan, and the hospitaf's DSH payments during the
Medicaid state Plan rate year.

In the event the pal¡ment limitations described in subsections a.
or b. exceed the aggregate annual upper pal,ment fimit for private
hospitaÌs, each qualifying hospital's payment will be
propo¡tionately reduced to maintain compliance nith the agqregate
annual upper pa}¡ment linit fo¡ private hospita-Ls.

3. UPL CafcuÌation for Supplemental Enhanced Pavment

The following methodology is used to determine the maximum supplemental
enhanced payments for. qua-lifying non-state owned governmentâ1 and
privately owned or operated ìnpatìent hospitals (i.e. for profit and non-
goverrmental nonp¡ofit facilities ) .

The most recent HFY 201"6 2552-1-0 cost report se¡ves as the base yea¡ cost
report used to establish the maximum supplementaf enhanced payments. In
order to dêtêrmine the maximum pa\¡rnents avaifable, the foflowing
methodoÌogiy is employed:

(1) The inpatient hospital ¡outine and ancillary cost is
determined as follows: Medicaid inpatient routine cost is
determined by multiplying Medicêid covered days f¡on the SC

MMTS and reconcifed to worksheet S-3, Part I, colu¡nn 7, Lines
1, B thr.ôugh 13 and 16 through 17 by the routine cost per
diems determined by the amounts reffected on worksheet B,
Part 1, column 24, lines 30 thlough 43 divided by total days
of each routine cost center refÌected on \rorksheet S-3, cofumn
B, Ìines 1 through 18. Medicaid inpatient hospital ancillary
cost is dete¡mined by multiplying covered Medicaid inpatient
hospital covered anciflary châlges reconciled to the SC MMTS

and identified on the Medicaid worksheet D-3, cofumn 2, llnes
50 through 112 by the ancillary cost to

b

sc 17 -0018-A
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charge ratios as Ieflected on worksheet C, cofumn
9, lines 50 through 112. Any anci.Llary services
refÌected within these fines (i.e. 50 through
7I2) that are not considered an inpatient or
outpatient hospital service (e.9. home health,
ambulance, etc.) wifl not be reflected within
these cafcuÌations.

Covered Medicaid inpatient hospítal days used in
the UPL calculation are reconci.Led to the SC

MMIS .

Covered Medicaid inpatient hospital anciÌÌary
charges used in the UPL calculations are those
that are provider reported and are subject to
reconciliation to the SC MMIS if a variance of
3?+ exists between provider reported inpatient
ancillary charges versus SC MMIS reported
lnpatlent ancillary charges.

To determine the UPL gap that vrill be used to rnake
suppfemental payments the amount determined for each
hospital in step 1 above wilf be subtracted from
the amount paid to each hospital adjusted for any
changes in pal,ment rates during the pa}¡ment year.
The aggreqate gap amount for each group of hospltals
(private and non-state government) will serve as
the basis for the supplemental pal,Ìnents to the
private and non-state government hospitals.
Furthermore/ the suppfemental pal,lnents availabfe
under this section cannot exceed the difference
between total Medicaid covered inpatient hospita.L
charqes and totaf affowable Medicaid inpatient
revenue received by each hospital eligible to
receive UPL reimbursement under this section.

¡'or pa\¡ments made on ând after october 1. 2017l base
year cost wiff be trended accordinqly using CMS Market
Basket rates. For palments made on and after October
L, 201"'7, base year cost i"¡ill be trended using the
nidpoi¡ìt to midpoint methodology and the use of the
clobaI Insight 2012 Bâsed cMs Hospital Prospective
Reinìlculsemênt Quârterly Market Basket Indexes (1st
Qtr, 2OI7 Edition) . Medicaid base year revenue r.¡il.l be
adjusted accordingly to reffect chânges made to SC
Medicaid irpatient hospital ¡eimbursêment due to the
October 1, 2014 r:aLe update and the October 1, 2015
¡ête/normêlization action. For subsequent fiscêl
years, data utilized from the HFY 2552-10 cost report
and HFY SÌ]nmary MÃRS Report wiÌl be no ofder than 2
years prior to the projected spending year.

(3)

(4)

(5)
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VlI. Di sproport ionate Share

A. Pa\,ments

Disproportionate share hospitâ1 (DSH) pâyments shall be made ìn âccordêûce \.¡ith
the requirements of Section 1923 of the Social Sêcurity Act. DSH payments will be
paid to those facilities mêeting the requirements specified in Section ll L2. For
clarification purposes, the South Câ¡ofinê Medicêid Statê Plan rate yeâr for DSH
paynent purposes is October 1 thr:ough Septêmber 30. For Fl'Y 2018, qualification
data will be based upon each hospital's fiscaÌ year 20L6 cost reporting period.

l.Effective for the october L, 20I'l - Septenìlcer 30, 2018 DSH pal¡rnent period, the
interim hospital specific DSH fimit will be set as follows:

The lnterim hospltâl specific DSH linit for ¡nost SC general acute care
hospita-Ls that contract h'ith the SC Medicaid Program will be equal to one
hundred percent (100t) of the unreimbursed hospital cost fo¡ âll (i.e. SC

ênd out-of-state) uninsured pâtients, afI Medicaid fee for service patients,
aÌl Medicâid managed care patients (including PACE P¡oglam pârtlcipênts),
SC dual (Medicâre/Medicaid) eligible patiênts¡ and all Medicald patients
who have inpatient and outpatient hospitaf services reimbursed by a
coÍmercial carrier. The hospital specific DSH limit for the SC geneÌâ1 âcute
care hospitâls that became ¡ural for the first time under the SC defined
Rural Hospital criteria will be equaÌ to 909 for a hospital deemed rural
for the first time effective Octobe¡ 1/ 2014 and 803 for a hospital deemed
ruraf for the first time effective October 1, 2016. The hospital specific
DSH limit of the SC non-generaf acute care hospitals rnilf equal to sixty
percent (60å). The hospital specific DSH 1inlt for all general acute caÌe
border hospitals (in North Car:olina and Georgia) contracting with the SC

Medicaid Progla¡n l^rill be equal to sixty percent (603) of the unreimbursed
hospital cost for SC uninsured patients, SC Medicaid fee for service
patients, sC Medicaid managed cale patients (including PACE Prog¡âm
participants), SC dual (Medicare/Medicaid) elrgib.le pâtients, and SC

Medicaid patients who have inpatient and outpatient hospital services
reimbursed by a coÍnfierclal carrier. The Decerrrbel L9, 2008 Final Rule (as
weff as instructions/guidance provided by the DSH audrt contrâctor) reÌating
to the audits of the Medicaid DSH plans as wefl as the December 3, 2014
Finaf Rule relating to the Uninsu¡ed Deflnition will be the guiding
documents that hospitals musÉ use in providing the DSH data. When
câlculating the hospitaf specific DSH fimit for both the SC general acute
care hospitaÌs as weff as the out of state border hospitals and the SC non-
generaf acute care hospitals which qualify for the SC Medicaid DSH Prograrn
effective for the FFY 2018 DSH payment periodf the Medicaid Agency will
adjust the limit of the impâcted hospitals for the lmpacts refating to the
,Iuly 1, 2014 and October 1, 2015 Medicêid fee for service inpatient hospitâI
per dlscharge rate and outpatient hospital multiplier normalization action.

i) The unreiÍibursed cost of providing irpatient ênd outpêtìent hospital
se¡vices to the uninsured, Medicaid fee for service, Medicaid MCO enrollees,
dual eÌigibÌes, and Medicaid eligibles who have inpatient and outpatient
hospita-l services reimbursed by a con¡nercral carrier will be determined by
taking each hospital's fiscaÌ year 2016 cost reporting period charges for
each group

Except for the SC Departneût of Mental HeêÌth (SCDMH) hospitals, for FFY
2018, each hospital's interin hospital speclfic DSH linit will be calculated
as follot,¡s:
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lísted above and multiptying that by the hospital's applicable FY 2016
unadjusted inpatient and outpêtient hospital cost to charge ratios (i.e.
Uninsured/ Medicaid MCO, Medicaid EES, and Medicare (Dual EligibÌes))
to determine the basê yeâr cost for this group. În order to inflate
each hospital's base yeâ¡ cost determìned for each group identified
abovê, eâch hospital's cost wiÌ1 be inflated f¡om the base year to
December 3L, 20L6 using thê appllcable CMS Market Basket Index
described in (A) (3) of this sêction. The lnflated cost of each hospitêl
for each group determined above v¡ilf be sumned and reducêd by palmênts
received from or for alÌ uninsured patients, aÌl Medicaid fee for
service, alI dual eligibles, ê11 Mêdicaid elìgibles who have inpatient
and outpatient hospital services reímbursed by â co¡ûnercial carrier,
and all Medicaìd mataqed ca¡ê patients to deternine the totêl
unreinlcursed cost for each DSH hospital. HFy 2016 base revenue for
Medicaid fee for service and Medicaid managed cê¡e enrolleês will be
adjusted to account for any Medicâid fee for service reiÍìbursement
actions implenented durinq o¡ after the bâse year, Out of state border
DSH qualifying hospitals will only report charqes and revenue received
from SC residents. Additionally, to êdjust for thê hospital specific
rate and outpatient multlplier normafization actions êffective JuÌy 1,
2014 and October 1, 2015 that impacted certain hospitals, the Medicaid
Agency will adjust the followi¡ìg DsH eligible unreiÍìbursed cost pools
as fofÌows:

. Medicaid FFS unreimbursed cost pool - for hospitals thât received a
reduction in their Medicaid EFS hospital specific per dischêrge ¡ête
or outpatient multipfier effective October 1. 2015, totaÌ Medicaid
EFS inpatient or outpatient cost wifl be reduced by the .luÌy 1, 2014
and October 1, 20L5 percentage rate/multipfier changes, However
p.lease note that in order to account for the ìrtilization of selvices
that occu¡ in the outpatient hospitâl setting (i.e, the use of
outpatient hospital clinic services and emergency room services
(âvai.lêble only if provided in a SC Levef I Trauma Center hospital)
versus afl other ênciflâry services provided in an orìtpatient
hospitaÌ setti¡lg), the Medicaid Agency will adjust the outpatient
hospital normaÌization percettage adjustment downward based upon the
ratio of SC Medicaid fee for service outpatient hospita.l clinic
costs (ând ER costs if applicable) to totaÌ SC Mêdicaid fee for
service outpatient hospital ancillary se¡vice costs of those
impacted hospitals. P.lease note that Medicaid FFS outpatient revenue
wiÌÌ also be adjusted to account for the utilization of services.

. Medicaid MCO unreimbursed cost pool - foìr hospitals that received a
reduction in their Medicaid FES hospltal specific per discharge Ìate oÌ
outpatient multiplier effective october 1¡ 2015/ totêl Medicâid MCO
inpatient on outpatient cost will be reduced by the July 1, 2014 and
October 1, 2015 percentage ¡ate/¡nultiplier changes. HoweveÌ please note
that in o¡der to account for the utilization of services that occur in
the outpatiént hospital settlng (i.e. the ì.rse of outpatient hospital
cfinic services and emergency room se¡vices (ava-ilabÌe only if provlded
1n a SC l,eveI I Trau¡na Ceìlter hospital) versus aÌl other anciffary
services piovided in an outpatient hospital setting), the Medicâid
Agency wiff adjust the outpatient hospitaf nor.malization percentage
adjustment down!,/ard based upon the râtio of SC Medicaid fee for service
outpatlent hospital cÌinic costs (and ER costs .if applicabÌe) to total
SC Medicaid fee for service outpatient hospital ancillary service costs
of those impacted hospitafs. Pfease note that Medicaid MCO outpatient
revenue r,,i11 also be âdjusted to account for the utrfization of services.

Uninsured unreímbursed cost poof - for hospitafs that recelved a
leduction in their Medicaid FFS hospital specific pel dlscharge rate or
outpatient nultipliel effective October 1, 2015, total Uninsured
inpatient or outpatient cost will be reduced by the July 1, 2014
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and October 1, 2015 pe¡centage râte/rnultipfier changes. Ho\nrever p.lease
note that in order to account for the utif-ization of services that occur
in the outpatient hospital setting (i.e. the use of outpatient hospital
clinic services and emergency loom selvices (êvailable only íf provided
in a SC Level I Trauma Center hospital) versus alÌ other ancillary
services provided in an outpatient hospital setting)f the Medicaid
Agency wilf adjust the outpatient hospital normalization percentage
adjustnent downl,¡ard based upon the ratio of SC Medicaid fee fo¡ selvice
outpatient hospitaf cfinic costs (and ER costs if appticable) to total
SC Medicâid fee for service outpatient hospitaÌ ancillary service costs
(includinq clinics) of those impacted hosp-itals.

Eor FFY 2018, each SCDMH hospitâl's interim hospitaÌ specific DSH fimlt
wilf be câlculated using FYE June 3Ot 2016 cost report dâtê for aÌf of
its Medicaid fee for service, uninsured, aff duaÌ (Medicare/Medicaid)
eligibfe, and all Medicaid eligibles nho have inpatient hosp-ital se¡vices
reinbursed by a commerciaf carrier. Eâch hospital¿s total allowable cost
will be inflated from the base year to Decenber 3It 2016 using the CMS

Market Basket Index described in (A) (3) of thls section. The inflated cost
wifÌ be divided by total FYE June 30t 2016 acute care hospitêl days to
detemine a cost per day amount. This cost per day amount wiÌ1 be nuÌtipfied
by the FYE June 30, 2016 acute care hospitaÌ days associated with a-ll
Medicaid fee for service, uninsured, all dual efígibfe. and afl Medicaid
efiglbles who have inpatient hospital services reiÍìbursed by ê commerciaf
calliel to determine the totâl amount of cost eligible under the hospital
specific DSH lirnit. The inflated cost of each hospitêl determrned above
r,/r1l be reduced by pal¡ments received from or for all Medicaid fee for
service, uninsu¡ed patients/ all dual eligiblesf and al1 Medicaid e1igibles
who have inpatient and outpatient hospital services reimbursed by a
conìmerci.âl carrier to determine the total unreimbursed cost of each DSH

hospital. Medicaid fee for service revenue wifl be adjusted to account for
any Medicaid rate increase p¡ovided since the base year. fn the event that
any of the SCDMH hospitaÌs provided inpatient hospitêl services for Medicaid
nanaged care patients during FyE ,June 30, 2016, 1;ne previous methodology
outlined above will be used to determine the unrelÍìbursed Medicaid managed
care cost to be âdded to the unreimbursed Medicaid eligible and uninsuled
cost prevrously described.
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¡tospitafs designated as SC defined rural hospitals prior to October 1,
2014 v,¡ifl receive 1009 of their hospitaf specific DSH fimit (Abbeviffe,
A1Ìendâle, CHS - Marion, Chester. McLeod Cheralr, Cfârendonr Coastall
cofÌeton, Edgefield, Eairfield, GHs

sc 17 -0018-A
EFFECTTVE DATE:

iìi) For new S. C. general acute care hospitals which enter the SC Medicaid
Program dnring the October l, 2017 - Septenì.ber 30, 2018 DSH Payment Period,
their interim hospitaf specific DSH Iirnits will be based upon projected DSH
qualification, cost, charge and paynent data that will be subsequently
adjusted to reflect the audited DSH quafification, cost, charge and pa)¡ment
data resulting from the audit of the Octobe¡ 1/ 2017 through Septernber 30,
2018 Medicaid State Plan rate yea¡.

iv) Eor the FEY 201"1/20IA DsH payment periodr proviso 33.20 {c) of the ,lu-Iy 1, 2017
through ,luDe 30¡ 2018 Soüth Cârolina State Appropriations Act provides that SC
Medicaid-designated ruraf hospitafs in South Carolina sha1l be eligible to
receive up to one hundred percent of costs associated Í,ith uncompensated care
as part of the DSH proqram. To be eÌigibÌe, rural hospltaÌs must particlpate in
reporting and quality guldelines pubÌished by the department and outlined in the
Heafthy Outcomes Initiative. Eunds shall be allocated from the existing DSH
program. Therefore based upon this proviso .lanquaqe, the Medicaid Agency wifl
reimburse the fo.lfowing SC defined ruraf hospitafs ât the foffowing percentages
of their hospitaÌ specific DsH fimit for EEY 2018:
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Lake City, Mcleod Dillon/ Newberry, and

5

Hospitâ.ls designated as a SC Defined rural hospital for the first
time on and after october 1, 20L4 )¡iII receive 908 of their
hospital specific DsH .limit (Cannon, Mcleod Loris, ând Union);

Hospitals desiqnated as a SC defined ruraÌ hospital for the first
time on and âfter october 1, 2016 wiÌÌ receive 808 of their
hospítal specific DSH linit (The Regional Medical certer) ,

Effêctive for the FFY 2018 DSH paymênt peliod¡ the SCDHHS will c¡eate
three separate DSH pools for the calculatiôn of thê interim DsH pê),ments
effective october 1, 2017. The first DSH pool wiÌ1 represent the
unreinbursed costs of the uninsured and Medicaid eliqible ¡ecipients
receivinq inpatient psychiatric hospitaf services provided by South
Carol-ina Department of MentaI Health (SCDMH) hospitals. Undêr this pooÌ,
the SCDMH hospita.ls wiÌl r.eceive (in the aggregate) up to ore hundred
percent of their specific DsH lilnit but not to exceed $60,903,051. Next,
ê secord DSH pool wilf be created fo¡ SC defined rural hospitals from
thê existinq EEY 2018 DSH allotmênt fo¡ thê SC defined rural hospitafs
as described in iv. above, Finally, the remaining DSH allotmett amount
beqinning Octobêr 1, 20L1 Íray be avaifable to all remêining DSH eligibÌe
hospitals. Tn the event that the sum of the hospital specific DSH limíts
of the DSH quatifying hospitals exceeds thè sum of DSH paynent pool #3
beginning october 1, 20L'7, tl.,e hospitaÌ specific DsH limits will be
decreased ploportionately to ensure the hospitaf specific DSH linits
âre within the DSH pa\4Ìent pool #3 amount.

The October 1, 2017 septêrnber 30, 2018 annual aqqregate DSH payment amounts
!./ill not exceed the October 1, 2017 - septenbe¡ 30, 2018 annual DsH alfotment
amount .

The following CMS Market Basket index nill be applied to hospita.ls'
base year cost.

Ev 2016 2.42

All disproport ionate share paynents wilf be made by adjustments
durlng the appÌicable time period,

Effect.ive October I, 2010, aff interim DSH pal,ments wilf becone final
upon audil of the applicable Medicaid State Pfan Rale Year. See section
IX (C) (1) (b) for additional information.
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worksheets such as the DSH survey, are subject to audit by the DHHS or 1ts designee,
The audited info:rmation wilf be used for future rat.e calculations, retrospective
cost settlements, disproportionate share program requirements, utilization review
contractor requirenents and other analyses.

l. Hospital Cost Reporls

A.Ll hospital cost reports wiff be desk audited in order to determine
the SC Medicaid portion of each hospital¿s cost, This desk-audited
data will be used in cost settlement and DSH pa}¡ment calculations and
vrifl be subject to audit.

a Supplenenta.L worksheets subnitted by hospitals for the
disproportlonate share progran wifl be reviewed for accuracy and
reasonabÌeness by DHHS. Beginnlng !.,¡ith the 2005 DSH period¡ the
DSH proqram !.,¡iI.L undergo an audit by an independent auditor. The
findings from Lhese audits cou.Ld result in educational
intervention to ensure accurate reportinq.

b. As required by Section f923(j) of the Sociaf Secur.ity Act
re.Iated to auditing and reporting of Di sproport lonate Share
Hospita.L (DSH) payments, the Medicaid Agency will imp.Lement
procedures to compfy with the DSH hospital payments flnal rule
issued in the December 19, 2O0Bt Federaf Register/ with
effective daLe of January 19, 2009, to ensure that the hospital
specific DSH limits have not been exceeded. The redistribution
methodoLogy described belor\' effective for the DSH payment
periods beqinning on and after October I, 2O7l wilf ensure
that the finaÌ DSH pal¡ments rece.ived by each DSH hospital r,¡iff
not exceed its hospital specific DSH limit determined for the
Medicaid State Plan Rate Year beino audited.

First., SCDHHS !ÌiLl create three separate DSH poo1s. {1) -
SC state owned governmentaf .Long tern psych hospitals; (2)
out of state border DSH qualifying hospitals; and (3) - SC
qual i fyi ng DSH HospiLa ls.

Next, the SCDHHS r'/ill redistribute the int.erim DSH
payments made Lo the hosp.itaÌs contained withln DSH pooÌs
(1) and (3) based upon the audited hospital specific DSH
Ìimlts contained within lhe DSH audit report and adjusted
to reflect the .impact of the JuÌy 1, 20L4 and October 1/
2015 SC Medicaid fee for service inpatient and outpatíent
hospital rate,/nultipl ier normalization actions for the
Medicaid State Pfan Rate Year being audited. The finaf DSH
payment amounts for hospitals contained within DSH pools
(1) and (3) will be calcufated in accordance !,,rith the
methodology and pools contained !.¡1thin Section VTI (A) of
Attachment 4.I9-A, fess any DSH payrnents made to hospitals
contained within DSH pool (2) . The DSH payments for
hospitals contained within DSH pool (2) will be considered
settled as paid.
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