
Table of Contents

State/Territory Name:  

State Plan Amendment (SPA) #:   

This file contains the following documents in the order listed: 

1)	   Approval Letter

SD-11-012

South Dakota

2)  	 179

3)	   Approved SPA Pages

Effective Date 10/01/2011Approval Dat 02/06/2012TN: SD-11-012



DEPARTMENT OF HEALTH ai HUMAN SERVICES

Centers for Medicate dr Medicaid Services

7500 Security Boulevard, Mail Stop S2 -2612
Balhmore,Maryland 212441850 OF
Center for Medicaid and CHIP Services

g _g 2012Ms. ICirri Malsam- Rysdon
Department Secretary
Department of Social Services
Division of Medical Services

700 Governors Drive

Pierre, SD 57501 -2291

Re:  South Dakota 11 -012

Dear Ms. Malsam- Rysdon:

We have reviewed the proposed amendment to Attachment 4.19 -A of your Medicaid State plan
submitted under transmittal number (TN)  11 -012 Effective for services on or after October 1, 2011,
this amendment updates the reimbursement methodology for inpatient hospitals participating in
South Dakota Medicaid.   Specifically,  this amendment updates the annual Medicare Diagnostic
Related Group (DRG); modifies cost outlier thresholds; and provides for other minor clarifications.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2),  1902(a)(13),  1902(x)(30),  1903(a) and 1923 of the Social Security Act (the Act) and the
regulations at 42 CFR 447 Subpart C We are pleased to inform you that Medicaid State plan
amendment TN 11 -012 is approved effective October 1, 2011.  The CMS -179 and the amended plan
pages are attached.

If you have any questions, please contact Christine Storey at (303) 844 -7044.

Sincerely,

P "'  /'4
Cindy Mann
Director, CMCS
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INPATIENT HOSPITAL PAYMENT N ETHODOLOGY

GENERA

The South Dakota Madrid program has been ieln rai ng hospitals for mpatient
services, with a few exceptions, under a prospective Diagnosis Relate Group (DRG)
methodology am January 1, 1985.  South Dakota uses the federal definitions of DRGs, ORG
classifications, weights, geometric mean lengths of stay, and outlier anotfs as used for the
Medicare prospective payment system.  The DRG grouper program Is updated annually as of
October 1 ofeach year, beginning with the Medicare grouper version 15 (effective October 1.
1997), and the agency p ovkles a link to Medicare's DRGe on its website at this address.

deremillescmu The State agency
caladatas th - 02 Programs weight and geometric mean length c f stay factors annually
using the latest three years of non -outlier dorm data, this three year claim database updated
annually In order to establish row weight and geometric length of slay factors with each new
grouper.

The agency developed hospital specific coats per Medicaid discharge amounts for all
Instate hospitals using Medicare coat reports and non-outtler claim data for the hosprals' fiscal
years ending eftar June 30, ION and before July 1, 1997.  The agency applied an inflation
factor, specific to each hospital's fiscal year en to the cost per discharge amounts of all

year to establish targethospitals with more than thirty
amiounti for thato most feoently ( compferal fiscal year. year.  Them Itsacap on the hoapnals'
target amounts, under which no hospital Is allowed a target amount that exceeds 110% of the
statewide weighted average of all target amounts

South Dakota Medicaid reimburses out-of-state hospitals on the sane basis as the
hospital is paid by the Medicaid agency In the state In which the hosptW Is located.  If the
hospltafe hone state muses to provide the amount they would pay for a given claim. the
payment will be at 50% of billed charges.  Payment will be for individual discharge or transfer
claims only; there will be no annual cost sefvement with ouWf4bft hospitals or with instate
DRG hospitals unless an amount is due the South Dakota Medicaid program.

For claims with dates of service from July 1.-20111 through June 30, 2012, the amount of
reimbursement for Instate DRG hospitals and all out-of state hospitals. will be reduced by 11.48
percent after any oost sharing amount due from the patient, any third party liability amounts
have been deducted. and other computation of any cost outlier payrnerd.  This does not apply to
South Dakota hospitals that are deseifled as Medxmre CrM=lAmese or Medicaid Access
Critical

SPECIFIC DESCRIPTION

The agency calculates a hosptal's target amounts for nonout ler damte by dividing the
hosptals average cost per discharge for non - outlier loans by the hosptal'e case mix Index To
ensure budget nerdrally, the agency adjusts annually a hospitars target amount for any change
In that hospital's case mix Index resulting from the establishment of thew program specific weight
factom For each hospital, the case mix Index is the calculated result of accumulating the
weight factors for all claims subinitted during the base period and dividing by the number of
dalme
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Atlachment 1.1111A

Page 2

The average cost per discharge for non - outlier claims was calculated by subtracting the
charges for ancillary services on outlier claims, multiplied by the average ancillary cost to
Charge ratio, hom the total allowable ancillary charges for the hospital Total Medicaid days and
discharges were reduced by the number of days and discharges from outlier daims to calculate
the mutlns costs for non-0utller claims.  Routine costs and ancillary ooele related to non -outlier
claims were added and then the total alowable costs were divided by the number of non critter
discharges during the base period The agency will publish the annually updated cost outlier
figure and a link to Medicare'sDRGs on its weberte at
htm://dss sd gob%daUNntl edules/dsgndaY aaox

CAPITAL COIFM

Interim payments for capital and aducatbn costa will be made to instate hospitals that
had more then thirty (30) Medicaid discharges during the hospitals' fiscal year ending after June
30.1998 and before July 1, 1097 on a per diem basis.  The agency wig calculate hospital-
specific IrterYn rates using the most recently reviewed Medicare cost report, with
reimbursements being reduced 11.18% for the year beginning July 1, 2011, and ending June
30, 2012.  This does not apply to South Dakota hospitals that are classified as Medicare Critical
Access or Medicaid Access Critical.

TRAKWMEMWS

Payment will be allowed to the transferring hospital whenever a patient Is transferred to
another hospital regardless of whether the receiving hospital is paid under the DRG system or Is
an exempt hospital or unk.

The amount of payment made to the transferring hospllel will be on a per them basis.
The per diem rate mA be Calculated by dividing the standard DRG payment for the particular
Way by the geometric mean length of stay for the DRG.  The per diem rate will Men be
awkiptled by the number of days stay prier to the transfer.  In no instance will the payment to the
transferring hospital be airy higher than ft full DRG payment amount If the patient had been
discharged horns.  The daily eapitalieduraton pass-through will be added to the DRG payment.

The receiving hospital will be paid a norml DRG payment unless the patient is again
transferred to anclher hospital.

COVERED DIAGNOSTIC BBAjWjQgOUpS

South Dakota will adopt all DRGs, except DRG 522, established in the version of the
grouper program being used by the Department as of the admission data on the claim.

TN • 11.12
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The OeDaMnent wgl adopt Madkcre's deMWon of rnpakent hospital smites coveted by
DSMform As a resuh, btlgng for physician services must be made on a separate CMS

The DOPBFVr art wig make additional payments to hospitals for discharges which meet
the ontafla of an 'ou0rer.'  An outlier he a case with extremely high charges which exceed cost
outlier thresholds

A claim will quaky for a cost outger payment when 70% of the claim's total billed
charges exceed the larger of the cost outlier amount published on the agency'swebeite at

or 1.B tlmes the DRG

dtlferetute between
claim.

096 of
tllwlal payment allowed for a scat outlier will be 9096 of the

charges and the larger of the Putdished outlier amount or 1.5
Was the DRG payment.

us
payment plus caapbVeducatlon amount fomeach day of the h a.   the oWler

TN: jL-U Fit .6 26%
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5.  Rehe611ttellon Units (only upon request and justification);
9.  CtdkhWa Care Hoq t  *
7.  mdfan HeaM Service Hospitals,
S.  Hospitals with

IsmOw Medleefd dlsctherges during the hombre fscal year Wingg alter .pare 30. 
July 1, 1904. and1993. and

9.  SDadsBbsd Survicel Hospitals

Payment for da above Instate exempt facifte andlor urdb, axwpt for psycl*  tc hospbK
psychiatric unb, Indian He Mh Service Hoepitets, specialized svrglcel hospitals, and Instate hospitals
with less than 30 Medicaid d adharges duri the hospliars Itsal year ending alter .tune 30. 1993, and
babe July 1, 1994, will continue on the Medicare retrospective coat bass system with the fWfowing

1.  Coat associated with cetera- registered nurse wreoil hedst seMoes that relate to exempt hospitals
and units will be Included as allowable costs.

2.  Malpractice Irmurance premgans attributable to exempt unh at hospitals Wit be allowed using 7.5%
of the den pbtlorh of the prernlum rtsdtlplied by the refio of Inpatient &mW to total Medicaid
inpatient dharges for arese tiospitale a urwe.

The agency provide a Wdc to Medicare DROs on Ills webaMe at

Psyddetrk hospitals, psydrialrfc units, Mhabli tation hoeplfals, rehablittatlon unr^ perfrhatal units, and
ddMrWe are hospk* will be paid on a per diem bats based on the faclrdy's reported. a9mble coats,
ae eetstdtshed by the Slate.  This par diem amohmt will be updated annually as directed by the
Legislature based on review of 000na nle 11ces and Input from Irdereated parties not to exceed the nit
a establahed by the medical are component of the Conamher Price Index of the most recent Calendar
year.

Specialized Surgical Hospitals will be reimbursed on a per diem bads equal to Wm the per dlern
rata akm** for awb94)ed hhoepltale as establiethed in Attachment 419-0 — Other, Provision 10.

Irdm Health Satoh hospitals will be paid on a per diem basis as establistled by CAS

Instate hospitals wMh lea tun 30 d1scNugee during the hospMars fiscal yew arhding after June 30,
1993, and Wore July 1, 1994, wAQ be paid 95% of bliled Charges.

For diems with dates of service from July 1, 2011, tvougfh June 30, 2012, the amount of
reaMhrnmera for psyddeblo hospitals, Mhab8ltetah hospitals, perkntal units, psyddatric unitL
rehabiftom units, and specialized surgical twspMals will be reduced 11.4a peroenL and payments for
Oldren'sare hospitals win be reduced by4.5%, after arty cost sharing amohad due from the patien any
third party Amy arrourds have been dedueted, and ad conhphdaaon of cry cost oudler psyngnt

OcCemom TO PAVWM METNODOLOWFA FOR ACCESS -CR ftAND AT4tl8K HOSPITALs

Hospitals that are classified as Median Critical Acoees or Medicaid Access Critical "be
roaribursed at the greater of actual allowable cost or the payment realved under the pmvworro
contained in tit Atbadhmsrht
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