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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 
 
July 23, 2019 
 
Joshua D. Baker, Director       
Department of Health & Human Services       
1801 Main Street       
Columbia, SC 29201 
 
RE: State Plan Amendment (SPA) 18-0014 
 
Dear Mr. Baker: 
  
We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan 
submitted under transmittal number 18-0014.  Effective January 1, 2019 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 2019 allotment; (3) continue to apply a normalization adjustment to the hospital specific 
DSH limits; and (4) amend the redistribution policy so that DSH overpayments will be recovered and 
then redistributed to those eligible DSH hospitals whose interim DSH payment did not exceed their 
DSH limits.   
 
Also effective January 1, 2019 SC will update the swing bed and administrative day rates based on 
the updated October 1, 2018 NF rates.  
 
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, 2018.   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, 
 
/s/ 
 
Kristin Fan 
Director   
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E. Pavment f or S!.,¡ing Bed Days
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PAGE 22

be reimbursed for quali fying
pat.ients in accordance with the

s k.i 1f ed and
daily rate

by muftiplying the applicable DRG relative weight by the hospital
discharqe rate and dividing by twlce the average fength of stay for the
DRG. Holrever/ when a patient is admitted and discharged, and
subsequently readmitted on the same day, the hospitaf wifl be paid only
one per discharge or per diem payment as appropriate.

Acute care facilities wiff
intermediate care Medicaid
schealirle sholrn belorn.

20L3
2074
20r5
2016
20r't
20r9

october 1
october 1
October 1
October 1
October 1
January 1

September 30, 2Ol4
September 30, 2 015
September 30, 2016
September 30, 2071
December 31, 2 018

762 .79
761 . 68
168 . 65
r'77.04
r't 6 .'1 0
181. B7

188.00
197.00
206.00
215.00
225 . 0A
364.00
353.08
450.00

This rate calculation is described in the Nursing Home State Pfan
Attachnent 4.19-D.

F. Pavment for Administratlve Days

Acute care facilities wifl be reinbursed for Medicaid eligible skilted or
lntermediate patíents who no fonqer require acute care and are lraiting for
nursing hoflìe placement. Administrative days must fo]low an acute inpatient
hospitaf stay and will be covered in any hospital as fong as a nursing
home bed is not avaifable, Reirnbursement. fon administrative days is
described befow.

1, Each administrative day wi.l1 be paid in accordance viith the rate
scheduLe shown below, This daily rate wi.LÌ be considered payment in
fufl . There wilf be no cost settlement. This rate .is a combination of
the swing bed rate, as defined above, plus the Pharrnacy per dlem used
for nursing facility UPL payments:

October 1,
october 1.

october 1.
october 1,
october 1,
January 1,

Patients who require more complex care services
using rates from the follo!{lng schedule.

october 7, 2003 - September 30, 2004
october I, 2404 - September 30, 2005
October l, 2405 September 30, 2006
October I, 2006 September 30, 20O'l
Oclober l, 2001 - November 30, 2008
Decenber I, 2008 -April 7, 2011
April B, 2011 - Septernber 30, 2A1l
october I, 207L -

2013 Septenìber 30, 2014 171.08 (ARM 8.89)
2014 - September 30, 2015 180.76 (Pharmacy Per Diem

13. 0B )

B3
81
95
02

15
t6
L1
19

20
20
20
20

- September 34, 2016
- September 30, 201"1
- December 3It 2018

B

9
2
2

5 (RX Per
7 (RX Per
7 (RX Per
1 (RX Per

wiÌf be

Diem
Diem

reimbunsed

15
L6
1B
20

Diem
Diem

2

This rate calculation is described in the Nursing Home State Plan
Attachnent 4.19-D.. Section lII I.
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N. Upper Pavment Limit Calculation

Non-State Owned Governmental and Private fnpatient Hospital Service
Providera s

The following methodology 1s used to estimate the upper payment
limit applicable to non-state or1¡ned gove¡nmentaf and pl:.ivatefy owned
or operated ínpatient hospitals (i . e . for profit and non-
governmental nonprofit facifities ) :

The most recent HFY 2011 2552-1,0 cost report serves as the base year
cost report to be used for Medicaìd UPL calcufations. ln ordeÌ: to
determine the Medicare alfovrable cost using Medlcare alfowable cost
principles (i.e, upper pa\,'nent limit), the SCDHHS empfoys the
fo1lo!,¡ing process:

(1) Covered Medicaid inpatient hospital routine charges are
determined by multiplying covered Medicaid inpatient hospital
routine billed charges by the ratio of Medicaíd Covered days
to Medicaid billed days. Data source - Sunmary I4ARS inpatient
hospital report.

t2)

(3)

(4)

(5)

Covered Medicaid inpatient hospital anciflary charges are
determined by multiplying covered Medicaid inpatient hospital
ancilfary billed charges by the ratío of Medicaid Covered
days to Medicaid billed days. Data source Summary MARS
i np¿ti ent hospitaf repor(.

Medicaid covered inpatient hospital routine cost ís
determined by nultiplying Medicaid routine days âs identified
on worksheet S-3, column 7¡ lines 1, I thru 13 and 16 thru 17
by the routine cost per diems determined by the anounts
reflected on worksheet B Part 1. column 24, lines 30 thru 40
divided by total days of each routine cost center reffected
on worksheet S-3, column 8, lines 1 thru 18. Data source
HFY 2552-10 cost repo¡t.

Medicaid covered inpatient hospíta1 ancillary cost is
determined by rnuftipfying covered Medicaid inpatient hospital
ancifla¡y charqes as identlfied on worksheet D-3, column 2,
lines 50 thÌ:u 117 by the ancillary cost to charge ratios as
reflected on worksheet C, colum¡ B, lines 50 1-h¡u 117. Data
source HFY 2552-l"O cost report.

Total Medicald inpatlent hospital cost for federal fiscal
year 201,'l is determlned by combining Medicaid covered
inpatient hospital routine cost ( step 3 ) with covered
Medicaid inpatient hospitaf ancilÌary cost (step 4). The
totaÌ Medicaid inpatient hospitaf cost is then trended using
the nid-year to mid-year: inflation method and the First
Quarter 2018 Global lnsiqht Indexes of 2014 Based CMS Hospital
PPS Maiket Basket in order to trend the base year cost (HFY
201,'7 ) to the Medicaid rate pèriod October 1t 2018 through
Septen )er 34, 20L9.

sc 1B-0014
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(6) Total Medicaid inpatient hospitaL revenue is derived from
each hosp.ita.L's Sulrunary MARS report.

11) Next, For hospitals that continue to receive retrospective
cost settfenents at 100?, 90å, or B0g of affowable costs
on and after October 7, 2OI8, the estimated revenue for
the October \, 2018 through September 30, 2OI9 pa\,ment
period equals the trended inflated cost as described in
step (5) subject to the impact of the Jufy 1, 2014 and
October 1, 2015 rate normalization actions.

(B) The Medicaid UPL compliance check is determined for each
cfass by comparing the aggregate arnounts as deternined in
(5) above to ensure that projected Medicaid inpatient
hospital cost is equa.I to or greater than proj ected
Medicald inpatient hospitaÌ rate expendltures in step (7).
In the event that aggregate Medicaid inpatlent hosp.i.ta.l-
rate expenditures exceed aggregat.e Medicaid hospital cost,
the Medicaid per discharge rate for each facility wilf be
limited to the Medica.id cost based rat.e as deternined in
(5) above

II. State Owned Gote..

The foÌfor\'ing rnethodology is used to estimate the upper payment
limit applicabÌe to state owned governrnental inpatient
psychiatric hospitals :

The most recent HFY 2O7'l 2552-74 cost report serves as the base
year cost report to be used for Medicaid rate setting and UPL
calcu.Lations, In order to determine l-he Medicare a.L.Lowab.Le cost
using Medicare al.Lowab.le cost principles (i.e, upper payment
limit), the SCDHHS employs the folfolring process:

sc 18-0014
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(1) Medicaid covered inpatlent hospitaÌ routine cost is
determined by multipfying Medicaid routine days as
identifled on lrorksheet S-3. column 7, fines 1 and
B thru 13 by the routine cost per diems determined
by the amounts ref.Lected on worksheet B Part I,
column 24, lines 30 thru 40 divided by total days of
each routine cost center reflected on worksheet S-
3, co.Lumn B, Lines l thru 13, Data source - HFY 2552-
10 cost report,

ATTACHMENT 4 . 19_A
PAGE 26a.2

(2) Medicaid covered inpatient hospital ancif.Lary cost
is determined by multiplying Medicaid routine days
as identified on worksheet S-3, column 7, Ìines 1

and I thru 13 by the sum of the ancillary cost
centers determined by the amounts reflected on
!.,¡orksheet B Part l/ column 24, lines 50 thru 117
divided by total days of a]f routine cost centers
reflected on worksheet s-3, colurnn 8, lines 1 thru
13. Data source - HFY 2552-10 cost report,

(3) Total Medicaid lnpatient hospitaÌ cost is determined
by combining Medicaid covered inpatient hospital
routine cost (step 1) with covered Medicaid
inpatlent hospital anci.llary cost (step 2). The
total Medicaid inpatient. hospital cost is then
trended using the nid-year to mid-year inflation
method and the First Quarter 2018 GlobaÌ Insight
Indexes of 201"4 Based CMS HospitaÌ PPS Market. Basket
in order to trend the base year cost (HFY 2017) to
the Medicaid rate perlod Octoben l, 20LB through
Septenber 34, 2OI9.

(4) Total base year Medicaid inpaLient hospital revenue
is derived from each hospital's DataProbe (ScDHHS
Decision Support System) Summary report based upon
each hospitaÌ's cost reporting period.

(5) Total projected Medicaid inpatient hospital revenue
is determined by taking Lhe October 7, 2OIB Medicaid
per diem rate multipÌied by the Hîy 2011 Medicaid
davs as identified via the DataProbe report.

(6) The Medicaid UPL compliance check is determlned for
this cfass by comparing the aggregate amounts as
determined in (3) above to ensure that projected
Medicaid inpatient hospitaf cost is equal to or
greater than projected Medícaid inpatient hospital
rate expendilures in step 5. ln the event that
aggregate Medicaid inpatient hospital rate
expenditures exceed aggreqate Medicaid hospital
cost/ the Medicaid per discharqe rate for each
facility wiÌf be limited to the Medicaid cost based
rate as determìned in (3) above.

sc 1B-0014
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Reimbursement Methodology, Each qualifying hospital sha.If
receive quarterly supplernental enhanced paynents for the
inpatient services rendered during the quarter. In addition to
the limitations resulting fronì the application of the upper
paynent limit for hospitafs reflected in 42 C.E.R. 441 .212(a)-
(b), annuaf supplemental enhanced payments to each qualifying.
hospital as described befotr, in any Medicaid StaLe Pfan rate
year shalf be limited to the fesser of:

the difference between the hospital's Medicaid inpatlent
covered chargies and Medicald payments the hospitaf
receives for services processed for fee-for-service
Medicaid reclp.ients dur.ing the Medicaid State Plan rate
year, including any Medicaid inpatient cost settlement the
hospital receives for the Medicaid State Plan rate year
under Seclion VI(l) of the state pfan; or

a

3, UPL Calculation for Supplerûental Enhanced Paynent

b. for hospitals participating in the Medicaid
Di sproport ionate Share Hospital (DSH) Program, the
difference betvieen the hospital's hospita.L specific DSH

fimit. as defined .in Section VII of the state p.Ian/ and
the hospital's DSH payment.s during the Medicaid State Plan
rate year.

Ìn the event the pal,ment limitat.ions described in
subsections a, or b. exceed the aggreqate annua.L upper
pal¡ment fimit for non-state government operated hospitals,
each quaÌifyíng hospital's payment will be proportionately
reduced to maíntain compliance with the aggregate annual
upper paymenl linil for non-state government operated
hospitaÌs.

The folfowinq methodology is used to determine the maximum
supplernental enhanced payments for qualifyinq non-state ovrned
governmenta.L and private-Iy owned or operated inpatient hospiLaÌs
(i.e. for profit and non-governmental nonprofit facilities).

The most recent HFY 2011 2552-70 cost report serves as the base
year cost report used to establish the maximurn suppÌemental
enhanced payments. In order to determine the naximum pa],nents
ava11able, the fo1Ìowing methodoÌogy is enpÌoyed:

(1) The inpatient hospital routine and ancillary cost is
determined as foÌÌows: Medicaid inpatient routine cost is
determined by multiplying Medicaid covered days from the
sC MMIS ênd reconciÌed to lrorksheet S-3, Part I, colunn 7,
Lines 1, 8 through 13 and 16 through 17 by the routire cost
per diems detêrmined by the amounts reflected on worksheêt
B. Pêrt I, colum¡ 24, lines 30 through 43 divided by total
dêys of each routine cost center reflected on wo¡ksheet S-
3, colurnn B, Iínes 1 th¡ough 18. Medicaid lnpatiert
hospital ancillary cost is determined by nÌultiplyìng
covered Medicaid inpatient hospital covered ancillary
charges reconciled to the SC MMIS ênd identified on the
Medicaid worksheet D-3, column 2, fines

sc 1B-0014
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t2)

(3)

(4)

50 through 112 by the ancifLary cost lo charge ratios
as reffected on worksheet C, column 9, lines 50
throuqh 112, Any ancillary services refÌected within
these Ìines (i. e. 50 through 112 ) that are not
considered an inpatient or outpatient hospital
service (e.9. hone health, anbu.lance, etc.) !.¡ilf not
be ref.Iected within these calcufations.

Covered Medj-caid lnpat.ient hospital days used .in the
UPL cafculation are reconcifed to the SC MMIS.

Covered Medicaid inpatient hospital ancilÌary
charges used in the UPL calculations ane those that
are provider reported and are subject to
reconcif.iation to the SC MMIS lf a variance of 3?+
exists between provider reported inpatient anci.Llary
charqes versus SC MMIS reported inpatient ancillary
charges.

To deter¡nine the UPL gap that t¡ilI be used to rnake
supplemental pa\,ments the amount determ.ined for each
hospitaf j.n step l. above will be subtracted from the
amount paid to each hospit.al adjusted for any
changes in palment rates during the pal¡ment year.
The agqregate gap anount for each group of hospitals
(private and non-state government) wilf serve as the
basís for the suppÌementaf pa}¡ments to the private
and non-state government hospitals, FurLhermore, the
supplemental paymenls avalfable under this section
cannot exceed the difference bet!.¡een total Medicaid
covered inpatient hospitaÌ charges and total
al.Lowable Medicaid inpatient revenue received by
each hospital eligible to receive UPL reimbursement
under this section,

For payments made on and aften October 1, 2018, base
year cost will be lrended accordingly using CMS
Market Basket rates. For payments made on and after
October I, 2078, base year cost will be trended using
the midpoint to midpoint methodofogy and the use of
the clobal Insight 2Al4 Based CMS Hospital
Prospective Reinbursement Quarterly Market Basket
Indexes (1st Qtr. 2018 Editíon) . Medicaid base year
revenue wilf be adjusted accordingÌy, if appficable,
to reflect changes made to SC Medicaid inpatient
hospitaÌ reimbursement due to the October I, 20L4
rate update and the October l, 2415
rate /norma f.i zat ion action. For subsequent fiscaf
years, data utifized from the HFY 2552-10 cost
report and HFY Summary MARS Report wil.L b'e no older
than 2 years prior to the projected spendinq year.

ATTACHMENT 4.19_A
PAGE 26d

(s)
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county based on the hospital's Core Based Statistical Arêâ
in the Centers for Medicare and MediÇaid May 2013 Public
Use File.

Reimbursenìent Methodofogy. Each quafifying hospital shall receive
quarterÌy supplemental enhanced payments for the inpatient services
rendered durlng the quarter. In addition to the .limitations
resufting from the application of the upper pal,ment. limit for
hospitals ref.Lected in 42 C.F.R. 44'l .212 (a)-(b), annual
suppfemental enhanced payments to each qualifying hospitaf in any
Medica.id State PÌan rate year shaff be lirnited to the lesser of:

the difference betr,{een the hospitaf/ s Medicaid inpatient
covered charges and Medicaid payments the hospitaÌ receives
for services processed for fee-for-service Medicaid recipients
durinq the Medicald StaLe Pfan rate year¡ inctuding any
Medicaid inpatlent cost settlement the hospital receives for
the Medicaid State PÌan rate year under Section VI(I) of the
state p] an; or

for hospitals partic.ipatlng in the Medicaid Di sproport ionate
Share Hospital (DSH) Program/ the difference between the
hospj.taf's hospitaf specific DSH linil, as defined in Section
VII of the state p1an, and the hospital's DSH pa],îents during
the Medicaid state Plan rate year.

fn the event the payment limitations described in subsections
a. or b. exceed the aggreqate annual upper payment fimit for
private hospitals, each qualifying hospital's pal¡ment will be
proportionately reduced to mainlaln compliance with the
aggregate annual upper pal,ment limit for private hospitals.

3. UPL Cafculation for Supplemental Enhanced Payment

The foflowing methodo.Logy is used to determine the maximum
supplemental enhanced payments for qualifying non*state olrned
governnental and privatefy owned or operated inpatient hosp.itaf s
(i.e. for profit and non- government aÌ nonprofit faciÌities).

The most recent HFY 20L1 2552-10 cost report serves as the base
year cost report used to establish the maximun supplemental enhanced
payments. In order to determine the maximum payments availabÌe, the
foflowing methodofogy is employed:

The lnpatient hospìtaÌ routine and ancilla¡y cost is
determìned as follows: Medicaid inpatient routine cost is
determined by multiplying Medicaid covered days from the
SC MMIS and reconciled to worksheet S-3, Part T, column
7, Lines 1, B throuqh 13 and 16 through 1? by the routine
cost per diems determined by the amounts reflected on
worksheet B, Part l¡ colu$n 24, lines 30 through 43 divided
by total dêys of eâch routine cost center reflected on
worksheet s-3, coluIlm 8, Iines 1 through 18. Medicaid
inpatient hospital anciÌlar.y cost is detemined by
muÌtiplyinq covered Medicaid inpatient hospital covered
anciÌfary charges ¡econcifed to the sC MMIS and identifíed
on

b,

ATTACHMENT 4.19_A
PAGE 26f

(1)
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t2)

(3)

ATTACHMENT 4.19_A
PAGE 26q

the Medicaid worksheet D-3, colunn 2, lines 50
through I12 by the anciflary cost to charge
ratios as ref.lected on worksheet C, column 9,
lines 50 through 112. Any anciÌlary services
refLected wlthin these lines (i.e. 50 through
112) that are not considered an inpatient or
outpatient hospital service (e,9. hone heaÌth,
ambulance¡ etc.) wi1Ì not be reffect.ed within
these calculations.

Covered Medicaid inpatient hospltal days used in
the UPL caLcuÌation are reconci]ed to the SC
MMIS .

Covered Medicaid inpatient hospital ancillary
charges used in the UPL calcufat.ions are those
that are provider reported and are subject to
reconclliation to the SC MMIS if a variance of
33+ exists bet!.¡een provider reported inpatlent
ancillary charges versus SC MMIS reported
inpatient ancillary charges.

To determine lhe UPL gap that !.¡i1l be used to
make suFFfementa.I Fayments the anount determined
for each hospitaf in step 1 above r,¡ilf be
subtracted from the amount paid to each hospital
adjusted for any changes in payment rates during
the payment year. The aggregate gap amount for
each group of hospitals (private and non-state
qovernment) wi1Ì serve as the basis for the
supplemental pa}¡ments to the private and non-
state qovernnent hospita.Ls. Furthermore, the
supplementaf payments available under thj-s
sectlon cannot exceed the difference between
total Medicaid covered inpatlent hospital charges
and totaf affowabfe Medicaid inpatient revenue
received by each hospitaf eliqible to recelve UPL
reimbursement under this sectíon.

For payments made on and after October 1,, 2OIB,
base year cost wilf be trended accordingly using
CMS Market Basket rates. For payments made on and
after October 7, 2018, base year cost will be
trended using the midpoint to rnidpoint
methodofogy and the use of the clobaf Insight
2014 Based CMS Hospital Prospective Reimbursement
QuarterÌy Market Basket Indexes (1st Qtr. 2018
Edition) . Medicaid base year revenue wiff be
adjusted accordinqly, if appLicable. to reflect
changes nade to sC Medicaid inpatient hospital
reimbursement due to the October !, 2OIA !:aLe
update and the October I, 2075 rate/normafization
action. For subsequent fiscal years. data
utilized from the HFY 2552-10 cost report and HFY
Surmary MARS Report will be no older than 2 years
prior to the projected spending year.

sc 18-0014
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VIl. Disproport ionat e Share

a

ATTACHMENT 4.19_A
PAGE 2'1

A, Pavments

Di sproport ionat e share hospital (DSH) payments shafl be made in accordance
!.,¡ith the requirements of Section 1923 of the Socíal Security Act. DSH
pal,'nents will be paid to those faci.Iities meeling the requirements specified
in Section 1I 12. For clarífication purposes/ the South Caro.lina Medicaid
StaLe Pfan rate year for DSH payment purposes is October 1 through Septernber
30. For FFY 2019, qualiflcation data will be based upon each hospital's
fiscal year 201? cost .reporting period,

Effective for the October 1, 201,8 - September 30, 20L9 DSH paFnent
period, the interim hospital specific DSH limit wifl be set as follolrs:

The interim hospital specific DSH lìnit for most SC general acute care
hospitâls that contract with the SC Medicaid Program will be êquâl to one
hundred percênt (1008) of the unreinbursed hospital cost for all (i.e. SC
and out-of-state) uninsur:ed patients¡ all Medicaid fee for service
patients, êÌÌ Medicaid managed care patients (includinq PACE Prog¡êm
participants), SC dual (Medicare/Medicaid ) eliqible patierts, and âÌ1
Medicaid patients who have inpatient and outpâtient hospital services
reimbuÌ:sed by a commercial carrier. The hospital specific DSH limit for
the SC generâl acute care hospitals that became rural for the fir.st timê
under the SC defined Rural Hospital criteria will bê equal to 90Ê for a
hospital deemed rural for. the first time effective October 1, 2014 and 808
for a hospital deemed rural for the first time effective October 1, 2016.
The hospitê1 specific DSH ÌirÂit of the Sc non*genelal acute care hospltals
wilÌ equal to sixty percent (60t). The hospitâ] specific DSH linít for alt
general acute care border hospitals (in North Carolina and Georgia)
contracting with the SC Medicêid Progrêm will be equal to sixty percent
(60?) of the unreinbur.sêd hospitâl cost for SC uninsured patients, SC

Medicaid fee for service patients, SC Medicaid manaqed care patients
(including PÄCE Proqram participants), SC duaf (Medicare/Medicaid) etìgibfe
patients, and SC Mêdicaid patients who have inpatlent and outpatient
hospital services relmbur.sed by a coruner.cial carrier. The DeceÍì.ller L9, 2O0B
FinaÌ Rufe (âs well as ins t ruct i ons / çf uidance p¡ovided by the DSH audit
contlactor) relêting to the audits of the Medicaid DSH plans as well ês
the Decembel 3, 2014 Final Rule refating to the Uninsured Definition ù¡i11
be the guidinq documents that hospitals must use in providing the DSH data.
t{hen calculating the hospltal speciflc DSH linit for both the SC gene¡af
acute care hosp.itals as well as the out of state ltrorder hospitals and the
Sc non-qeneral âcute care hospitals which qualify for the sc Medicaid DSH
Program effective for the FFY 2019 DsH payûent pe¡iod. the Medicaid Agency
lrilÌ adjust the linit of the impacted hospitals for the irnpacts relating
to the Jufy 1", 20L4 a[d October 1, 2015 Medicaid fee for service inpâtient
hospital per dischargê rate and outpatlent hospitaÌ multiplier
normaÌization action.

Except for the SC Department of Mental Hea1th (SCDMH) hospitafs, for FFY
20L9, each hospital' s interim hospital specific DSH limlt will be
calculated as follows:

i) The unreiÍrbursed cost of providinq inpâtient ênd outpatient hospitêl
sêrvices to the uninsured, Medicêid fee fo¡ service, Medicaid MCO

enro.llees, dual eligibÌes, and Medicaid eÌígibÌes L,¡ho have inpatierìt and
outpatient hospital services reimbursed by a commerciaÌ carrier witl be
determined by taking each hospital's fiscal year 2017 cost reporting pêriod
charges for
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each group fisted above and muttipryins th.t bv t;iT:"p2ft.t,. .pprt".rr.
FY 2017 uradjusted inpatient and outpatient hospital cost to charge ratìos
(i.e. Uniûsu¡ed, Medicaid MCO, Medicaid FFS, and Medicare (Duaf Eligiblês))
to dete¡minê the base yea¡ cost fo¡ this group. ln orde¡ to inflate each
hospitêl's bâse year cost deteÌminêd for each group identified abovê, each
hospital's cost will be inflated from the base year to December 31, 201'l
using the applicâble CMS Market Basket lndex desc¡ibed in (A) (3) of this
section. The inflatêd cost of each hospital for each group determined above
will be sumrned and reduced by pat¡ments receíved f¡om ot for aÌl uninsured
pâtieûts¡ all Medicaid fee for service, aÌ] dual eligibles, aII Medicaid
eligibles who have inpatient and outpatient hospital services reimbursed
by â conmerciaf cêr¡ier, and alÌ Medicêid mânaged care patients to determine
the total unreinbursed cost for eâch DSH hospitaÌ. HFY 2017 basê revenue
for Medicaid fee for service and Medicaid managed cê¡e enrollees will be
adjusted to account for any Medicaid fee for ser.vice reimbursement actions
implemented during or aftê¡ the base year. Out of slate border DSH
qualifying hospitêls !ri1l only report chârges ênd revenue received from SC
resìdents. Additiona.lly, to adjust for the hospital specific r.ête and
outpatient multiplìer normalizatìon actions effective July I 2014 arrd
October 1. 2015 that impacted certain hospitaÌs, the Medicaid Agency will
adjust the follorvìng DSH eligible unreirnbursed cost poo-ls as foÌ1ows:

Medicaìd F¡.S unreirLbursed cost pool - for hospitafs that received a
reduction in thei¡ Medicaid FFS hospital specific per discharge rate
or outpatient multiplier effective July 1, 2014 and/or October 1,, 201,5,
totâI Medlcaid FFS inpatient or outpatient cost wi.tl be teduced by the
July 1, 2014 and octobêr 1, 2015 percentaqe rate/muttiplier changes.
However please note that in order to account for the utilization of
services that occur in the outpatient hospital setting (i.e. the rìse
of outpatient hospital cÌinic services and emergency room services
(avaiÌable onÌy if provided in a SC Level I Trêumê Center hospital)
versus ê11 other ancillary services provided in an outpatient hospitaÌ
settirg) , the Medicêid Agercy will adjust the outpatient hospital
noImalízation peÌ:centage adjustment downward based upon the ratio of
SC Medicaid fee for service outpatient hospitâf clinic costs (and ER
costs if applicable) to total SC Medicâid fee for service outpatient
hospital ancillary service costs of those impâcted hospitals.

Medicêid MCO un¡eimbursed cost pooÌ - for hospitals that rêcêived a
reduction in thêir: Medicaid FFS hospital specific per discharge rate
or outpatlent muftiplier effective Jufy 1, 2014 and/or October 1,, 2AI5,
total Medicaid MCO inpêtient or outpatient cost wifl be reduced by the
July 1, 2014 ard October 1¡ 2015 percentage ratelmultiplier changes.
However please note that in order to account for the utilization of
services that occur in the outpatient hospital setting (i.e. the use
of outpatient hospital clinic services and emerqency room services
(available only if provided in a SC Level I Trauma center hospital)
versus afl other anci.lÌary services provided in an outpatient hospital
settìng), the Medicaid Agèncy vlìll adjust the outpatient hospitat
normalization percentage adjustment downward based upon the ratio of
SC Medicaid fee for service outpêtient hospital clinic costs (and ER
costs if applicable) to total SC Medicaid fee for se¡vice outpatient
hospital anciÌlâry se¡vice costs of those impacted hospitâls.

Uninsured urreiribursed cost pool - for hospitals that received a
reduction in their Medicaid FFS hospital specific per discharge rate
or outpatient muÌtiplier effective July 1, 2014 and/or October 1,
2015, total Unlnsured lnpatient or outpatient cost will be
reduced by the JuÌy 1, 2074 and October 1, 2Ol5 percentage
rate/muLtipf ier changes,
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However pfease note that in order to account for the utilization
of services that occur in the outpatient hospital settinq (i.e.
the use of outpatìent hospitaf cfinic services and emergercy room
services (available only if provided in a SC l,evel I Trauma Center
hospitaf) versus all other anciflary serv-ices provided in an
outpatient hospital setting) , the Medicaid Agency will adjust the
outpatient hospítaf normalization percentage adjustment downward
based upon the ratio of SC Medicaid fee for servíce outpatient
hospital clinic costs (and ER costs if applicable) to totaf SC
Medicaid fee for service outpatient hospltal ancillar.y service
costs (íncluding c]Ínics) of those impacted hospitals.

For FFY 20L9, each SCDMH hospital's interim hospital specific DSH linit
wiÌl be calcuÌated using FYE June 30, 2017 cost report data for all of
its Medicaid fee for service, uninsured, a1l duat (Medicare/Medicâid)
eligible, and all Medicaid eligibÌes !¡ho have inpêtient hospital services
reimbursêd by a conmercial cêrrie¡. Each hospital's total allowabÌe cost
wiII be inflated from the base year to Decenìlcer 3It 20L'l usinq the CMS

Market Basket Tndex described in (A) (3) of this section, The inflated cost
wifl be divided by total FYE .tune 30, 2017 acute care hospltal days to
determine a cost per day amount. This cost per day amount will be rnultiplied
by the FYE June 30, 2017 acute care hospital days associated with all
Medicaid feê for serviceT uninsured, all duaÌ eligible¡ and afl Medicâid
eligibÌes who have inpatient hospital services reiÍibursed by a con'nercial
carrier to determine the totaÌ amount of cost eligible under the hospital
specific DSH 1init. The inflated cost of each hospitaÌ detêmined above
will be reduced by pa\¡ments receíved from or for âfl Medicaid fee for
service, unirsured patients, êll dual eligib.les, and all Medicaid eligibÌes
who have inpatient and outpatient hospital serviôes reiÍÌllu¡sed by ê
connercial carrier to determine the totaÌ unreiÍìbursed cost of each DSH
hospita.I. Medicaid fee foÌ service rêvenuê wilÌ be adjusted to account for
any Medicaid rate increase provided since the base yeâr. In thê evert thât
âny of the SCDMH hospitals provided inpatlent hospital services for
Medicaid manâged cêre patients during FYE June 30, 201'7, t]r.]e previous
methodoÌogy outfited above wifl be used to determine the unleiÍibursed
Medicaid managed care cost to be added to the unreinbu¡sed Medicaid
eligibÌe and ìininsured cost previous.ly desc¡ibed.

iii)For new S. C. general acute care hospitals which enter the SC Medicaid
Program during the October I, 2014 - September 30, 201,9 DSH Payment Period,
their interim hospital specific DSH lirnits will be based upon projected
DSH qualification, cost, charge ênd pay¡nent datâ thât could be subject to
fur.ther revision based upon the audited DSH qua.lification, cost, charge
and pat¡ment data rêsulting f¡om the audit of the October 1, 2018 through
SepteÍì.ber 30, 20f9 Medicaid State Plan rate year,

iv) For the FFy 20la/2019 DSH payîent period, proviso 33.20 (C) of the July 1,
2018 through June 30¡ 2019 South CaroÌina State Appropriations Act pr:ovides
that SC Medicaid-designated rural hospitaÌs in South Carolina shall bê
efigible to receive up to one hundred percent of costs associated with
uncompensated ca¡e as pêrt of the DSH p¡oqran. Funds shall be aÌlocated
f¡om the existing DSH program, To be eligible/ rural hospitals must
pâr:ticipate in reporting and quafity guidelines published by the department
and outlined in the Healthy Outcomes Inltiative, Therefore based upon this
p¡oviso 1ênguaqe, the Medicaid Ãgency wiII rei¡riburse thê following SC
defined rural hospitals at the folÌowing pelcentages of their hospital
specific DSH limit for FFY 2019:

Hospitals designated as SC defined rural hospitafs prior to
October 1, 2014 wil.l receive 1003 of their hospital specific DSH
lirnit (Abbeville, AlÌendafe¡ CHS - Marion, Chester, McLeod
Chera\"/, Cla¡endon, Coastal. Co11eton, Edgefield, Faitfield, cHS
Laurens, Hampton, l,ake City, Mcleod Diffon, Newber¡y, ând
williânsburg) ;
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Hosp.itafs designated as a sC Defined rural hospital for
the first time on and after October 7, 2474 wifÌ receive
903 of their hospitaf spec.ific DSH fimit (Cannon, Mcleod
Loris, ênd union);

Hospita.Is designated as a SC defined rural hospitaf for
the first time on and after October 7t 2016 !Ì1ll receive
B0g of their hospitaÌ specific DSH Ìimlt (The Regional
Medical Center ) ,

v. Effective fon the FFY 2019 DSH palment period, the SCDHHS will
create three separate DSH pools for the calculation of the inlerím
DSH payments effective October I, ZOLB. The first DSH pool will
represent the unreinbursed costs of the unlnsured and Medlcaid
efigible recipients receiving inpatient psychiatric hospital
services provided by South Carolina Departnent of Mental Heafth
(SCDMH) hospitals. Under this pooL, the SCDMH hospitaLs vrifl receive
(in the aggregate) up to one hundred percent of lheir specific DsH
limit but not to exceed $60,903,051. Next, a second DSH poof r\'ill
be created for SC defined ruraf hospitals from the existing FFY
2019 DSH al.Lotment for the SC defined ruraÌ hospltals as descrlbed
in iv. above. Finally, the remaining DSH allotment amount beginnlng
october I, 2078 wilf be avaifable to all remaining DSH eligible
hospitals, ln the event that the surn ot the hospital specilic DSH
Ìirnits of the DsH qualifying hospitals exceeds the sun of DSH
payment pool #3 beginning October 7, 2078, the hospitaÌ specífic
DsH fimits will be decreased proportionatefy to ensure the hospital
specific DSH linits are within the DsH payment pool #3 anount.

The October I, 2OlB - September 30, 2OI9 annua.I aqgregate DSH pa\ment
amounts will not exceed the October l, 2018 - september 30, 2019 annual
DSH allotnent anount.

ATTACHMENT 4.19_A
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All dispropoÌrt ionat e share payments wiÌl be made by adjustments during
the applicable time period.

Effective October 1, 2OIB, the Medlcaid Agency wilf emp.loy the use of
the DSH audit redistrlbution methodoloqy as outl.ined under Section
rx(c) (i) (b)of Attachnent 4.19-4.

The foflo\,ring CMS Market Basket index will be applied to hospitals'
base year cost.

FY 2011 2.'tz
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worksheets such as the DSH survey, are subject to audit by the DHHS or its designee.
The audited .information wilf be used for future rate caÌculations/ retrospective cost
settlements, dl sproport lonate share progiran requirements, utifization review
contractor requirenents and other analyses.

I. HospitaÌ Cost Reports

a
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A1I hosplta.L cost reports w.i.Il be desk audit.ed in order to determine the
SC Medicaid portion of each hospital's cost. This desk-audited data wifl
be used in cost settlement and DSH palãnent caÌcuÌations and wi.L.I be
subject to audit.

Supplemental worksheets submitted by hospit.als 1oî the
disproport ionate share program will be reviewed for accuracy and
reasonabÌeness by DHHS, Beginning with the 200.5 DSH period, Lhe DSH
proqram nill undergo an audit by an independent auditor, The
findings from these audits could resuft in educational intervention
Lo ensufe accirra L e repo-rLing.

b. As required by Sectíon 19231)) of the Social Security Act re.Iated
to auditing and reporling of Di sproport ionat e Share Hospital
(DSH) payments, the Medicaid Agency will lmp.Lenent procedures t.o
compfy with the DSH hospital pal¡menls finaf rufe issued in the
December 19, 2OO8, FederaÌ Register/ with effective date of
January 19, 2009, to ensure that the hospital specific ÞSH Limits
have not been exceeded, The redistribution methodoLogy described
below effective for the DSH payment periods beginning on and
after October 1", 2OlB wil.L ensure l-hat the flnaf DSH payments
received by each DSH hospitaf lrif 1 not exceed its hospital
specific DSH límit determined for the Medicaid State Plan Rate
Year being audited,

F.irst¡ SCDHHS will identify and group the DSH quafifyinq
hospitals into three separate DSH poofs. (1) - SC state olrned
governmentaf fong term psych hospitaÌs; (2) out of state
border DSH quaÌifylng hospita.ls; and (3) SC qualifying DSH
Hospitals.

Next, hospitals wlthin DSH pools (1) and (3) wifl be
separately reviewed within each pooÌ to identify those
hospitals whose aud.ited hospital specific DSH limits are Ìess
than their interim DSH pal,ments received and those hospitaÌs
whose audlted hospital specific DSH limits exceed their
interim DSH pa]¡ments received during the Med.icaid State Plan
rate year being audited.

Finafly, to ensure compliance with Section 7923 (j) of the
Sociaf SecuriLy Act, the Medicaid Agency wift recover any
interín DSH paynents .in excess of the audited hospital
specific DSH linits of those DSH hospitafs under DSH pools
(1) and (3) .

These overpa\¡ment amounts rvithin each DSH poo.I will then be
suÍùned and redistributed to thosê eligible DSH hospitals within
DSH pools (1) and (3) whose audlted hospitêl specific DSH linits
exceed their interim DSH
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payments recelved during the Medicaid State Plan rate year
being audited.

A redistribution percentage will be determined by taking
the anount of the totaf DSH overpalments identifíed in
iten (i),adjusted for changes in FFP rates, and dividing
by the surn of the remaininq balances of the unreimbursed
hospitaf specific DSH limit.s of those efigibfe DSH
hospitals.

DSH hospitafs eligible far redistribution funds as
ldentified in item (i) will receive a portion of the
recouped overpal¡ments equa.L to the redistribution
percentage cafcuÌated in item (ii) multiplled by the
difference between each hospital's audlted hospital
specific DSH limit and interim DSH pal,ment received by
that hospital for the Medicaid State PIan year being
audited.

In the event that the audited hospital specific DSH limits
in DSH pool {1) do not support the amount of the interim
DSH payments received by the hospitals w.ithin the pool,
the DSH overpayments recovered will transfer to DSH pool
(3) for redistributlon purposes. The lnterim DStl payments
for hospita.ls contained !,¡ithin DSH pool 12) will be
corrs -Lt-ler ed seLLled as ¡raicì.

Medical aud.its wi.Ll focus on the validity of diagnosis and
procedure codinq for reconciLlation of appropriate expenditures
made by the SCDHHS as described in A of this section.
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