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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Secunty Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850

Center for Medicaid and CHIP Services

CENTERS for MEDVGARE & MENCLD SRVICES

Ms. Kim Malsam-Rysdon
Department Secretary
Department of Social Services
Division of Medical Services
700 Governors Dnive

Pierre, SD 5750§-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
submtted under transmittal number (TN) 11-012 Effective for services on or after October 1, 2011,
this amendment updates the rembursement 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 clanfications,

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 Secunty 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 1s approved effective October 1, 2011. The CMS-179 and the amended plan

pages are attached.
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If you have any questions, please contact Chnistine Storey at (303) 844-7044.

Sincerely,

fe P

Cindy Mann
Director, CMCS
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Aftachment 4 19-A

INPATIENT HOSPITAL PAYMENT METHODOLOGY

GENERAL

The South Dakota Medicaid program has been reimbursing hospitals for mpatient
sefvices, with a faw axcephons, under a prospective Diagnosis Relate Group (DRG)
methodology smee January 1, 1885. South Dakota uses the faderal definitions of DRGs, DRG
classifications, weights, peometric mean lengths of stay, and outlier cutoffs as used for the
Medicare prospective payment system. The DRG grouper program is updated annually as of
October 1 of each year, beginning with the Medicare grouper version 15 (effective October 1,
1997),mﬂnwpmmaﬁnktomwmresmeaonﬂswmmﬂ\bm

: 50 B ALOES: gore/feaschedulasidsalindex aspx. The State agency
Prog ; Ightandgeumhcmeanlengmofsiayfadomannuauy
usmgthemwmmyeammnon-ummammmmhmmywdalmdmmupdam
annually in order to establish new weight and geometric length of stay factors with each new
grouper.

Thewdmbpedwmlapedﬂcmpemwmwdmmemumsfwdl
instate hospitals using Medicare cost reports and non-outlier claim data for the hosprals’ fiscal
yaars ending after June 30, 1896 and before July 1, 1897. The agency applied an inflation
factor, specific to each hospital's fiscal year end, to the cost per discharge amounts of all
hmnalswlthmﬂ\anmlm(ao)nedbnhdmhamasdudngmehaseywtomuidmmet
amounts for the most recently completed federal fiscal year. There Is a cap on the
target amounts, under which no hosplial is allowed a target amount that exceeds 110% of the
smawldawelghtedavaageofalltargetmmunm

South Dakota Medicaid reimburses out-of-siate hospitals on the same bass as the
hospital is paid by the Medicad agency In the state in which the hospltal is located. (f the
hospital's home state refuses to provide the amount they would pay for a given claim, the
payment will be at 50% of bllled charges. Payment will be for individual discharge or transfer
claims only; there will be no annual cost seitiemant with out-of-state hospitals or with instate
DRG hospitals unless an amount is dua the South Dakota Medicald program.

For claims with dates of service from July 1,-2011 through June 30, 2012, the amount of
reimbursemant for instate DRG hospitals and all out-of state hospitals, will be reduced by 11.48
percent after any cost sharing amount due from the patient, any third party liabikty amounts
have been deducted, and other computation of any cost outlier payment. This does not apply to

gmeamhmpﬂﬂstdassmodeedmCrmwlAmmMedem

SPECIFIC DESCRIPTION

The agency caiculates a hospital's target amounts for non-outiier ciams by dividing the
hospial's average cost per discharge for non-outtier claims by the hospral’s case mix index To
ensure budget neutrality, the agency adjusts annually a hospital's target amount for any change
In that hospitai's case mix index resulting from the establishment of new program specific weight
factors. For each hospial, the case mix index is the calculated result of accumutating the

::Iigmmforanda!mwmngddudngmm”eﬂodmddWIng by the number of
ms
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Attachment 4.16-A
Page 2

The average cost per discharge for non-cutlier claims was calculated by subtracting the
charges for ancillary services on outller claims, multpiied by the average ancillary cost to
charge ratio, from the tolal allowable anciilary charges for the hospital Tatal Medlcald days and
discharges were reduced by the number of days and discharges from outlier claims to calculate
the routine costs for non-outlier claims. Routine costs and ancillary costs related to non-outiier
claims were added and then the totaj allowable costs wera divided by the number of non-outiier
discharges during the base period The agency will publish the annually updated cost outlier
figure and a link to Medicare's DRGs on ite website at

Interim payments for capital and education costs will be made to instaie haspitals that
had more then thirty (30) Medicaid discharges dunng the hospitals’ fiscal year ending after June
30, 1990 and before July 1, 1887 on a per diem basis. The agency will calculate hospital-
specific interim rates using the most recently reviewed Medicare cost report, with
reimbursements being reduced 11.48% for the year begmning July 1, 2011, and ending June
30, 2012. This does not apply to South Dakota hospitals that are classified as Medicare Critical
Access or Medicgid Access Critical,

' TRANSFER PATIENTS
Payment will be allowed to the transfermmg hospital whenever a patient is transferred to

another hospital regardless of whether the recelving hospital is paid under the DRG system or is
an axempt hospital or unit.

The amount of payment made to the transfering hosphal will be on a per diem basis.
The per diem rate will be calculated by dividing the slandard DRG payment for the particular
stay by the geometric mean length of stay for the DRG. The per diem rate will then be
muttiplied by the number of days stay prior to the transfer. in no instance will the payment to the
transferring hospital be any higher than the full DRG payment amount if the patient had been
discharged home. The dally capitalleducation pass-through will be added to the DRG payment.

Mreoeivlnghoapilalwﬂlhepaldanom:aIDRGpaymemunmmepaﬁamisagmn
transferred to ancther hospital.

COVERED DIAGNOSTIC RELAYED GROUPS

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

FEB -6 20
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ﬂnDepaﬂnuleadoﬁMadiwo’sdeﬁnMonofmpmmwmmmmdby
DRG payment. As a result, bilfing for physician services must be made on a separate CMS

1500 formn
QUTLIER PAYMENTS

The Department will make additional payments to hospitals for discharges which meet
the crieria of an “guthier.” An outlier I8 @ case with extramely high charges which excesd cost
outlier thresholds

A ciaim will qualify for a cost outfier payment when 70% of the claim's total bitiad
chamgeas exceed the larger of the cost outlier amount published on the agency’s website at
oD J((58.60.JOV/sdmedx/ingudes/proyidgecs/feeschadules/dss/index.aspx or 1.5 tmes the DRG
payment for the claim. The additional payment allowed for a outlier will be 80% of the
difference between 70% of bified charges and the larger of the published outlier amount or 1.5
times the DRG payment.

The total payment allowad for an outlier caim will be the DRG payment plus the outiler
payment plus the daily capital/education amount for each day of the hospral stay.

T™N#11:92 FEB -6 2012
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Altachment 4 10-A
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Rehabiiitation Units (only upon request and justification);

Chikdren's Care Hospitnis, '

indian Health Service Hoapiials, .

Hospiteis with less than 30 Medicaid discharges during the hospitar's fiscal year ending after June 30,
1993, end before July 1, 1984, and .

Speciaiond Surgical Hotpitals

Paymaent for the ebove Iinstate exempt taciiiies and/or units, except for psychiatric hospitals,
psychiatric units, Indian Health Service Hospitals, specialized surgical hoapitals, and instate
with less than 30 Medicaid discharges during the hospitar's fiscal year anding after June 30, 1993, and
before Juty 1, 1894, will continue on tha Madicare retroapective cost base system with the following
exceptions.

1. Costs associated with certified registered nurea anesthetist services that relate to axaempt hospitals
and uniin will be includad as allowabie costs.

2. Maipractice insurance premiums aftributable to exemp! units o hospitats will be allowed using 7.5%
of the risk portion of the premium muftiplied by the ratio of inpatient charges to total Medicaid
inpatient charges for these hosplials or units. .

The agenty provides a link to Medicare’s DRGs on s webaite at

DAL 1. GOVISa MBI XNCIUOE DY TR esCNAGUIeS/GER/ IN0eX. A5

© SoNGEm;

Psychigtric hospitals, psychiatric units, rehabilitation hospitals, rehabllitation units, perinatal units, and
children’s care hospitals will be paid on & per diem basis basad on the facility's reportod, allowable costs,
& established by the State. This per diem amount will be updated annually as directed by the
Logisiature basad on review of economic indices end input from intarested partias not to excosd the rate
a3 estabinhed by the medical care component of the Consumer Price Index of the most recent calendar
year, -

" Specigiized Surgical Hospitals will be reimbursed on a per diem basis equa) to twice the per diom
rate allowabie for swing-bed hospitals us established m Attachment 4 18-0 - Other, Prowision 10.

Indian Health Service hospitals will be pald on a per diem basia as establiished by CMS

Instate hoapitals with less than 30 discharges during the hospltale fiacal year ending after Juns 30,
1893, and before July 1, 1984, will be pald 85% of bited charges.

For ciaims with dates of service from July 1, 2011, through June 30, 2012, the amount of
rembursement for peychiatric hospitals, rehabéitation hospitals, perinatal units, peychiatric units,
rehgbilitation units, and speciafized surgical hospitals will be reduced 11.48 percent, and payments for
children’s care hospitals will be reduced by 4.5%, after any cost sharing amount due from the patient, any
third party kahikty amounts have been daductad, and other computation of any cost outiier payment.

Hospitale that are classified as Madicare Critical Accsss or Medicald Access Critical will ba
retmbursed at the greater of actua! ailowzbie cost or the payment received under the provislons
containad in this Attachment.
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