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The second meeting of the Payment Methodologies for Medicaid Providers Interim Study Committee was
called to order by Representative Jean Hunhoff, Chair, at 10:00 a.m. (CDT) on August 17, 2016, in
Room 414 of the State Capitol, Pierre, South Dakota.

A quorum was determined by the following members answering the roll call: Representative Jean Hunhoff,
Chair; Senator Larry Tidemann, Vice Chair; Senators Scott Parsley, Deb Peters, and Bruce Rampelberg;
Representatives Spencer Hawley, Leslie Heinemann, Thomas Holmes, and Fred Romkema.

Staff members present included Jason Simmons, Senior Fiscal Analyst; Clare Charlson, Principal Research
Analyst; and Paul Giovanetti, Senior Legislative Secretary.

NOTE: For purpose of continuity, the following minutes are not necessarily in chronological order. Also, all referenced documents
distributed at the meeting are attached to the original minutes on file in the Legislative Research Council office. This meeting
was web cast live. The archived web cast is available at the LRC web site at http://sdlegislature.gov.

Approval of the Minutes

SENATOR TIDEMANN MOVED, SECONDED BY REPRESENTATIVE HOLMES, TO APPROVE THE MINUTES
FOR THE MEETING ON JUNE 27, 2016. The motion prevailed on a roll-call vote with 7 voting AYE and 2
EXCUSED. Those voting AYE: Parsley, Rampelberg, Heinemann, Holmes, Romkema, Tidemann, Hunhoff.
Those EXCUSED: Peters, Hawley.

Opening Remarks

Representative Jean Hunhoff commented that she appreciates the committee members, staff members,
and presenters for taking their time to look into the payment methodologies for Medicaid providers. She
continued by reviewing the scope of the interim study and the goals for the committee. The goals are to
assess existing payment methodologies for Medicaid providers, to determine the adequacy of payments
under those existing methodologies, and make recommendations for changes.

Public Testimony

Mr. Terry Dosch, SD Council of Mental Health Centers and SD Council of Substance Abuse Directors,
Pierre, stated that for substance abuse services Medicaid reimbursement comes from a small pool of
teenagers that are receiving services. Staffing has become a problem because providers face an increased
demand for services. Providers report that 64% of revenues come from state contracts reimbursed at the
Medicaid rate. Providers support using current cost reports to set current rates. The rate model needs to
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take into account economic factors providers face and current market trends for staff salaries. Providers
would like to provide input on the rate setting method. The new Fair Labor Standards Act (FLSA) ruling,
effective December 1, 2015, will have an economic impact of as little as $772,000 and up to $3.5 million,
just in overtime salary cost. Mr. Dosch introduced Dr. Charles Sherman from the Human Service Agency
and Gary Tuschen from the Carroll Institute.

Dr. Charles Sherman, Chief Executive Officer, Human Service Agency, Watertown reviewed the survey
answers submitted to the committee (Document 1, Page 33). Dr. Sherman stated that the current
Medicaid reimbursement trends are concerning. The costs of providing employee benefits continue to
increase but the reimbursement rate has increased at a slower rate. The agency has not been able to add
funds to employees' 401(k) plans for the last ten years. This year the agency has a waiting list to provide
services for children, which is a first for the agency.

Representative Leslie Heinemann asked for clarification on the difference between state funds with only
32% of the patients Medicaid eligible. Dr. Sherman stated that 72% of their revenue comes from state
funding through Medicaid and state contracts. The reimbursement rate of state contracts is based on the
state Medicaid reimbursement rate. Representative Heinemann asked how the cost of services not fully
reimbursed is made up. Dr. Sherman replied that the cost is recovered through the private pay rate.

Senator Bruce Rampelberg asked why the majority of the revenue comes from Medicaid and state
funding. Dr. Sherman replied that community mental health centers are seen by the public as mental
health centers for low income individuals.

Senator Larry Tidemann asked for an explanation of the benefits package offered to employees. Dr.
Sherman stated that the agency provides health insurance, sick leave, vacation leave, 401(k) with no
match from the agency, a dental plan, and a vision plan. The agency does not provide a disability plan at
this time. Senator Tidemann asked what amount of sick and vacation leave can an individual earn. Dr.
Sherman replied that an individual earns one sick day per month, with a maximum of 480 hours, and
twenty vacation days per year.

Representative Hunhoff asked how accessible are psychiatrists. Dr. Sherman replied that the state is facing
a shortage of psychiatrists.

Mr. Gary Tuschen, Executive Director, the Carroll Institute, Sioux Falls reviewed the survey answers
submitted to the committee (Document 1, Page 23).

Representative Heinemann questioned why 74% of revenue comes from Medicaid and state funding when
only 6% of patients are Medicaid eligible. Mr. Tuschen replied that the funding is not only from Medicaid
reimbursement. The Carroll Institute has state funded contracts with the Department of Corrections, the
Department of Social Services, and the Unified Judicial System. The only Medicaid eligible patients are
pregnant women receiving substance abuse treatment.

Senator Scott Parsley asked what was the required level of training for new staff members. Mr. Tuschen
replied that it is very difficult to hire for entry level positions. It is preferred that applicants have prior
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human service experience. Mr. Tuschen reviewed the Carroll Institute's training program for new
employees.

Representative Hunhoff asked if the institute is reimbursed the same for block grants, general fund dollars,
and Medicaid. Mr. Tuschen replied that all state funding for services are reimbursed at the same rate.

Representative Hunhoff asked if the state provided any funding for the additional training required for
the public safety initiatives. Mr. Tuschen replied that the state provides the training for free. However,
the trainee's salary is paid by the institute as well as the cost of additional staff coverage due to the trainee
being away.

Mr. Anthony Erickson, Avera Sacred Heart Hospital and Sister James Care Center, Yankton reviewed the
survey answers submitted to the committee (Document 1, Page 9).

Senator Parsley asked if Avera utilizes permanent staff to fill all positions. Mr. Erickson replied that Avera
does have Certified Nursing Aides (CNAs) through an outside employer under contract. The rates for these
CNAs are substantial.

Representative Hunhoff asked how do most patients' payer source transition while staying at the center
and how much time does it takes for a patient to become dependent on Medicaid. Mr. Erickson replied
that most patients enter the facility with private pay and on average it takes about ten to twelve months
for a patient's payer source to transition entirely to Medicaid.

Representative Spencer Hawley asked what is required for Medicare to cover a patient's stay. Mr.
Erickson replied that Medicare requires a three-day hospital stay and a doctor to prescribe skilled nursing
care. Once those requirements are met Medicare will grant a patient a one-hundred-day stay in a nursing
facility.

Mr. Mark Burket, Platte Avera Long Term Care Center, Platte reviewed the survey answers submitted to
the committee (Document 1, Page 7). He stated that the current Medicaid reimbursement rate
methodology is unsustainable and is heading towards self-destruction. The reimbursement rate for long
term care is based on the 2007 cost reports with a raise for inflation given each year. The industry has
seen a 12% reimbursement rate increase while the cost has increased by 24%. For the first time, Platte is
looking at pulling beds offline until there is a different reimbursement method.

Ms. Sandy Dieleman, Avera @ Home, Sioux Falls reviewed the survey answers submitted to the
committee (Document 1, Page 11). The current challenge for home health is that the reimbursement is
inadequate. Avera @ Home is supportive of a new reimbursement method.

Ms. Carla Van Dyke, Avera @ Home, Sioux Falls presented examples of home health services.

Representative Fred Romkema asked for examples of alternative models of reimbursement. Ms. Van
Dyke replied that there are commercial insurance models, the 60-day episode model for Medicare, or the
per visit rate.
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Senator Deb Peters asked how Medicare determines the rate of reimbursement for the 60-day episode.
Ms. Van Dyke replied that there is an initial assessment done on the patient and a case mix methodology
formula is used to determine the rate of reimbursement for the 60 days.

Senator Peters asked if the state changed the reimbursement methodology for in-home care would the
state be able to move people out of the nursing homes and back into their own homes. Ms. Van Dyke
replied that a new methodology would encourage providers to offer in-home care, however the issue
would be hiring people willing to travel to provide in-home health care.

Senator Peters stated that one goal is to move patients out of nursing homes and into their own home
with in-home health care as an option.

Representative Hawley asked if there was only the 60-day limitation on Medicare. Ms. Dieleman replied
that Medicare pays for a 60-day episode. The case mix is for that full 60 days however there could be
multiple 60-day episodes.

Representative Hunhoff asked what are the Medicare requirements for reimbursement. Ms. Dieleman
replied that for Medicare to cover, skilled nursing care provided by a certified agency must be ordered by
a physician. The patient also has to be medically home bound. Medicaid does not require the patient to
be home bound.

Representative Thomas Holmes asked the percentage of patients currently being served in their home
and how many could be served in their homes if there is a change in reimbursement. Ms. Dieleman replied
that 750 of the 1100 patients are served in their homes. With a change in the reimbursement there is
opportunity for growth.

Mr. David Goehring, Rapid City Regional Health (RCRH), Rapid City presented information on how to
improve payment and delivery structure for inpatient psychiatric providers (Document #2).

Representative Hawley asked if RCRH was seeing an increase in mental health needs from the military.
Mr. Goehring replied that Tricare is the primary insurance of the military and it makes up a small
percentage of the total number of patients.

Representative Hunhoff clarified that the presentation was only about inpatient mental health. Mr.
Goehring stated that his recommendations are only for inpatient mental health providers. There are also
community mental health providers and outpatient clinics.

Mr. Mark Deak, South Dakota Health Care Association, Sioux Falls stated that long term care facilities
are running deficit budgets. In the last couple of years many facilities have closed which is affecting
employment in rural communities. The facilities on average are losing $31.32 a day for each Medicaid
patient which amounts to $38.5 million annually. South Dakota has the lowest reimbursement rate for
long term care in the nation. The association is supportive of a change in the rate reimbursement
methodology. The current difference in the reimbursement rate and the cost is because the cost is not
being re-evaluated.
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Mr. Loren Diekman, Jenkins Living Center, Watertown reviewed the survey answers submitted to the
committee (Document 1, Page 37). She stated that she runs a 152 bed nursing facility where 56% of her
patients are on Medicaid. Medicaid reimburses at $152 a day which is $40 less than cost. The board is
discussing decreasing the number of beds because of staffing issues and the deficit in reimbursement. The
current reimbursement methodology would work if current cost reports were used in the rate setting. The
facility also has a 60 bed Alzheimer's unit that cost $97 per day to run, but Medicaid reimburses at $63.23
a day.

Representative Hunhoff asked if the Alzheimer's patient rate is so much lower due to the functionality of
the patient. Mr. Diekman replied that because the patients are functioning, their case mix is lower. The
60 beds are full, but due to the difference between cost and reimbursement, the board is looking at
decreasing the number of beds. Representative Hunhoff asked if patients stay in the facility until they pass
away. Mr. Diekman replied that patients do stay in the facility until they pass away.

Representative Romkema asked for clarification on the cost and the reimbursement rate. Mr. Diekman
clarified that the cost for a bed in the facility is $190 per day, per patient. Medicaid reimburses the facility
$152.07. If the Medicaid reimbursement rate would increase, then the private pay rate would decrease.

Ms. Julie Ramey, Good Samaritan Society, Scotland presented information on the challenges of running
a nursing home facility that is primarily funded through Medicaid. The nursing home is running a negative
net revenue and is projected to lose $144,000. The facility is 56 years old and needs improvements. Staff
have not received a raise and there continues to be a staff shortage. The reimbursement method for
nursing homes needs to be reevaluated with updated cost figures in order to cover the negative revenues.

Senator Rampelberg asked if all of the beds were full. Ms. Ramey replied that the facility can staff 40 of
the 45 beds. The facility is averaging 39 residents per day.

Representative Hawley asked if there is a waiting list. Ms. Ramey replied that at this time there is not a
waiting list.

Mr. Phillip Samuelson, Good Samaritan Society, Sioux Falls stated that Good Samaritan Society has 21
locations throughout the state that support each other. Good Samaritan Society is able to cover Medicaid
related losses at some facilities with money from other Good Samaritan Society facilities not dependent
on Medicaid.

Senator Rampelberg asked if Good Samaritan Society has looked at closing facilities. Mr. Samuelson
replied that the organization has had that conversation. The Good Samaritan Society is a non-profit faith
based organization. Any decision the organization makes will be based on finances. An effective payer mix
will decrease the degree of loss a facility has.

Senator Parsley asked with the facility in Scotland losing money every year has Good Samaritan Society
looked at closing the facility and moving the patients to other Good Samaritan facilities nearby. Ms. Kim
Kouri, Good Samaritan Society, Sioux Falls replied that although closing facilities can expel the cost, the
additional staffing required to care for those individuals at the other facilities would result in a minimal
cost savings.


http://sdlegislature.gov/docs/interim/2016/documents/PMM08-17-201601PSurveyResults.pdf

Payment Methodologies for Medicaid Providers Interim Study
August 17-18, 2016
Page 6 of 12

The committee had a discussion that part of the scope of the interim study is looking at the long term
needs in 5, 10, and 20 years. Closing facilities is not the goal or desired outcome, but the state needs to
look at demographics of the aging population and develop a plan to address the issue.

Senator Peters recommended the state look into regional aging facilities that could maximize state funds
in 50-60 years.

Mr. Marty Davis, Welcov Healthcare, LLC., Edina, MN stated that his company would like to grow in South
Dakota but there are limitations on what the company can provide for long term care right now.

Mr. Mark Lyons, Bennet County Hospital and Phillip Health Services, Rapid City reviewed the survey
answers submitted to the committee about critical access hospitals (Document 1, Page 13).

Representative Heinemann asked with the moratorium is there a process to request ten hospital beds to
be transitioned into nursing home beds. Mr. Lyons replied that Phillip Health Services is currently looking
into that process.

Mr. Paul Warbaugh, Avera Home Medical Equipment, Sioux Falls provided testimony on the
reimbursement of durable home medical equipment. Medicaid cuts will result in more equipment not
being covered. The even bigger concern is having the labor pool to provide services.

Mr. Paul Knecht, South Dakota Dental Association, Pierre stated that the largest private payer of dental
services in the state is Delta Dental. The ideal reimbursement method would have the state Medicaid
program reimburse at 75% of the private payer's rate. Anything over the 75% is covering overhead cost
which Medicaid does not cover. With the rate being set at the 75% more dentists would participate in
Medicaid.

Representative Hawley asked what percentage of Delta Dental's rate are dentists being reimbursed
currently. Mr. Knecht replied that a year ago the reimbursement rate was at 68% of Delta Dental's rate,
this year the rate is now at 65% of Delta Dental's rate.

Representative Leslie Heinemann, representing himself as a dentist, Flandreau stated that the average
write-off from a Medicaid patient is 48%. The example provided was if a dentist charges $100 for service,
S52 is paid by Medicaid, $48 is unpaid. If the cost of that service is $60, the dentist loses S8 per patient.
The ideal reimbursement rate would allow the dentist to not face a loss and perform services at cost. To
compare that to the private pay rate, 75% of the private pay rate is cost with the other 25% set to cover
overhead.

Dr. David Fogel, Chiropractor, Gregory reviewed the survey answers submitted to the committee
(Document 1, Page 29).

Mr. Daryl Kilstrom, Community Service Providers of South Dakota, Mitchell reviewed the survey answers
submitted to the committee, for 19 agencies (Document 1, Pages 69-72). He stated that the wages for
providers are well below the market rate and providers are unable to raise wages without adequate
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Medicaid reimbursement. Medicaid, on average, makes up 85% of the providers' revenue. Employee
benefit packages are shrinking and with the new FLSA the cost will continue to rise with overtime
payments increasing between $2-7 million.

Senator Tidemann asked which is preferred, the current 3.4% inflation increase to the total budget or the
methodology state employees receive of 2.7% and the movement to midpoint on salary only. Mr. Kilstrom
replied that it would be worth polling the members to find out what the providers would prefer.

Representative Romkema asked if the community support providers did not serve the 4,000 individuals
with developmental disabilities then who would serve them. Mr. Kilstrom replied that the individuals
would return to the state's responsibility.

Representative Romkema asked what is the average cost to provide care in the community compared to
the average cost in the state institution. Mr. Kilstrom replied that the average rate of reimbursement is
$120 per day while the cost at South Dakota Developmental Center is $524 per day.

Senator Parsley asked for the number of individuals with developmental disabilities who are entering into
the workforce. Mr. Kilstrom replied that 30-40% are entering into the workforce. Senator Parsley stated
that with an economy struggling to provide workers, when individuals with developmental disabilities
work it is good for them and also the community.

Ms. Sheila Weber, South Dakota Association of Youth Care Providers, Sioux Falls reviewed the survey
answers submitted to the committee (Document 1, Pages 25, 41-49, and 63). Overall providers are reliant
on state funding and Medicaid reimbursement. On average 100% of their clients are Medicaid eligible with
91% of revenue coming from Medicaid. Staff cost has continued to outpace the Medicaid reimbursement
rate. On average providers have a 43% staff turnover ratio. The FLSA will have a direct impact because the
24/7 facility will face a cost increase of $15-$250 thousand, in overtime pay. New guidelines for the
national school lunch program reimbursement can force the agencies to stop the program or hire more
staff to cover the reporting requirements. The agencies have no issue doing annual cost reports, however
there needs to be a forward looking rate model that is competitive to the current market trends for staff
salaries.

Representative Hunhoff asked about the two programs that closed last year and what happened to the
youth that were in those programs. Ms. Weber replied that the youth were moved to other programs
throughout the state.

Representative Hunhoff asked on an average are agencies paying overtime. Ms. Weber replied that on
average agencies are looking at a 10-15% vacancy rate that is being filled with current staff members.

Follow-Up to Committee Questions from the June 27, 2016 Meeting

Ms. Brenda Tidball-Zeltinger, Deputy Secretary, Department of Social Services presented answers to the
guestions the committee had from the last meeting. (Document #3)
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Representative Hawley asked if the appropriated amount reported is the initial General Appropriations
Bill amount or the amended amount. Ms. Tidball-Zeltinger stated that she believes it is the amended final
amount but will get clarification.

Representative Heinemann asked if there has been any discussion on the building lease and cap that was
set in 1999. Ms. Tidball-Zeltinger replied that there has been discussion on nursing home reimbursement
methodology and alternative ways to reimburse. The ongoing challenge is the need for nursing home
beds.

Senator Peters asked if a provider chooses not to enroll in Medicaid for air ambulance can the provider
pursue legal action and take everything the patient has in assets to cover the bill. Ms. Tidball-Zeltinger
replied that the state has a mechanism to allow the provider to enroll in Medicaid and bill Medicaid
retrospectively.

Senator Peters asked if the department requires providers to submit cost reports annually. Ms. Tidball-
Zeltinger replied that the department has some providers that do report annually, but there is no set
policy or procedure that requires annual cost reporting. However, providers that provide a contract
service to the state are required by the contract to provide cost reports. Additionally, the Medicaid
provider agreements have reporting requirements.

The committee discussed cost reports by addressing the differences between the information provided
by public testimony and what the department is using to determine the reimbursement rate. The
discussion centered on reporting expenditures that use state funds or actual cost to provide services
comparable to the market. The committee discussed that while no provider will exceed their budgeted
funds the cost to provide services can be more than what the state is providing.

Update on Health Homes Programs
Ms. Tidball-Zeltinger presented information regarding the health homes program in the state including
the six core services of health homes, current provider capacity, how the per member per month
reimbursement was developed for the four tiers of patient need, and preliminary program outcomes.
(Document #4).

Recess

Representative Hunhoff recessed the committee at 5:15 p.m.
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Thursday, August 18, 2016
Reconvene

Representative Hunhoff reconvened the Payment Methodologies for Medicaid Providers Interim Study
Committee meeting at 8:00 a.m. with the following members in attendance: Representative Jean Hunhoff,
Chair; Senator Larry Tidemann, Vice Chair; Senators Scott Parsley, Deb Peters, and Bruce Rampelberg;
Representatives Spencer Hawley, Leslie Heinemann, Thomas Holmes, and Fred Romkema.

Projection of Future Long-Term Care Needs

Ms. Kim Malsam-Rysdon, Secretary, Department of Health presented information regarding the future
of long term care needs for South Dakota (Document # 5). She reviewed the findings from the 2007 long
term care study commissioned by the Department of Social Services. The study forecasted three scenarios
for the number of nursing home beds needed. The Department of Social Services had the long term care
study updated in 2015. Secretary Malsam-Rysdon reviewed the updated data and presented the three
scenarios that came out of the study for the number of nursing home beds needed in the state until 2035.

Senator Parsley asked if Scenario C was based on services available in the community. Secretary Malsam-
Rysdon replied that Scenario C is based on the data projected that the nursing home utilization rate will
decline and reach the projected national utilization rate of 1.2 % by 2035. Scenario C assumes elders will
seek out alternatives to nursing home care at higher rate than Scenario B. This would require the state to
take additional steps to increase community-based services.

Senator Tidemann asked if the scenarios take into consideration the number of nursing home closures
and relocations. Secretary Malsam-Rysdon explained all three scenarios. Scenario A is based on the data
that nursing home utilization will remain at its 2010-2014 average of 4.7 % of the elderly population.
Scenario B is based on the data that the nursing home utilization rate will decline by one half of the 2000-
2014 rate. Scenario Cis based on the data projected that the nursing home utilization rate will decline and
reach the projected national utilization rate of 1.2 % by 2035. The forecast does not take into account the
number of nursing home closures or movement of beds.

Senator Rampelberg asked if there was a differentiation between beds for special care needs. Secretary
Malsam-Rysdon replied that the need for special care beds is a part of the request for proposal (RFP)
process. The 2015 Legislative Session allowed for exceptions to the moratorium number of beds. The beds
for the state veteran's home in Hot Springs is an exception and did not take away from the number of
beds available to the community. The other exception that was granted recognized the need for nursing
home beds on the reservations.

Representative Hunhoff asked if there was still a requirement that a facility issued beds through RFP have
a certain number of beds available to Medicaid recipients. Secretary Malsam-Rysdon replied that this is a
requirement and the data is tracked to ensure that facilities are meeting the requirement.

Senator Rampelberg asked if the new facilities being developed in Rapid City fall into the moratorium.
Secretary Malsam-Rysdon replied that the moratorium only applies to nursing home beds not to the
number of assisted living beds.
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Senator Rampelberg asked if the department has considered the increased need of having skilled nurses,
especially with the number of nurses needed projected to increase by 2035. Secretary Malsam-Rysdon
replied that the Governor has a task force looking at the shortage of nurses and addressing the issue.
Currently the task force is exploring if the state is educating enough nurses.

Senator Peters stated that the Department of Justice has reported the state has too many patients in
nursing homes, additionally the committee has received testimony that home health care under the
current reimbursement methodology is unfeasible. She asked what is the department's current plan for
home health care and what are the trend lines showing in regards to home health care. Secretary Malsam-
Rysdon replied that the trend lines are based on population growth of elderly and nursing home utilization
rates. The Department of Justice does not want individuals in nursing homes if the patients can stay in
their own home or community. The realistic scenario to expect would be Scenario B which would be a
decrease in nursing home utilization. For this to happen effectively, the state has to develop ways to
support people in their homes and community.

Senator Parsley stated that one of the tasks for this committee is to look at the future of Medicaid funding,
and asked if the state is forcing patients to go into nursing homes once their private pay funding ends.
Secretary Malsam-Rysdon replied that the state needs to make sure that state policies support effective
funding in which adequate reimbursement to alternatives is provided and that state policy is not forcing
individuals to a higher level of care.

Innovative Ways to Use Medicaid Funding and Reimbursements to Create Incentives for Promoting
Integrated Community Services and Supports for Individual of All Ages.

Ms. Samantha Scotti, National Conference of State Legislators, Denver, CO introduced
Mr. Allan |. Bergman to the committee.

Mr. Allan I. Bergman, High Impact Mission-based Consulting and Training, Northbrook, IL presented
information regarding Medicaid (Document #6) that covered the following topics: the current socio-
economic context of the Medicaid program; the role and permutations of Medicaid; the national
perspective on disability and aging issues and values in voluntary associations and federal laws; data from
other states and research on emerging best practices and creative use of Medicaid funding; national
outcome measures for policy; and the potential future scenarios for Medicaid at the federal level.

Senator Peters asked if the tasks that a nurse can delegate are held in statute or administrative rules.
Representative Hunhoff replied that the tasks that can be delegated are defined in administrative rules.

The committee had a discussion about the sixteen tasks that federal law allows to be delegated and how,
with the shortage of nursing staff in the state, allowing all sixteen to be delegated could benefit the state
and Medicaid.

Representative Hunhoff asked how states have met the challenge of providing community based
programing in rural areas. Mr. Bergman replied that most states push community services to the county
level and in rural areas for certain services counties will partner with neighboring counties to provide
adequate care.
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Representative Holmes asked if the recent Department of Justice report on the state's utilization of
nursing home beds, and their action, will be dependent on the change in federal administration in January.
Mr. Bergman replied that the change in federal administration will have no direct effect on what the
Department of Justice is doing. The Supreme Court decision of Olmstead v. L.C. ex rel. Zimring, 527 U.S.
581 (1999) will continue to be used to ensure that individuals with developmental disabilities are given
choices in their health care and living arrangements.

Representative Heinemann stated that Centers for Medicare and Medicaid Services (CMS) wants the
individual to engage in community life, including spirituality. He asked if the state is penalized for providers
who do not provide the accommodation requested and how long does the state have to meet the
individual's accommodations. Mr. Bergman replied that the individual has to have access and opportunity
to the requested service. The final question that would be asked, if this ever went to court, did the
individual have some choice in their daily living.

Representative Romkema asked how does the agency balance the rights of their staff while meeting the
needs of the patient. Mr. Bergman replied that this effectively comes down to the rate setting
methodology the state is using. The state needs to move from a fee-for-service methodology to a
performance outcome methodology. The rates will be raised, however the bar of services provided will
be based on outcomes not hours clocked. CMS has been scrutinizing rate methodologies and the focus
has been on performance measures.

Representative Hunhoff asked if other states that have implemented additional waivers have data
showing the financial impact on the state Medicaid budget. Mr. Bergman stated that with the changes in
the waivers most states were able to shift funding from one group and reallocate the funds to another

group.

Representative Romkema asked what are currently the "low hanging" fruit that the committee could
effectively take action on this year. Mr. Bergman replied changing the tasks nurses may delegate would
be the easiest change and would allow nurses to train and supervise others to provide care. The state
needs to look into providing home-based services by re-evaluating the current waivers and expanding the
waivers to provide alternatives to nursing homes. The more the state can divert individuals from going
into a nursing home, the more money the state will save in the long term. The state needs to enhance its
home and community based services.

Representative Heinemann asked if the changes in the nursing requirements would change the funding.
Mr. Bergman replied that the amount to provide care would change however, the nurses will still have to
provide supervision to the individuals performing the services. With a nursing shortage this would be a
benefit to the state.

Representative Hunhoff asked how to ensure that in the Money Follows the Person program the patients
continue to keep their housing arrangement after their 365 days. Mr. Bergman replied that it is a glitch in
the system when the state is providing housing support. However, there are other programs that can
assist an individual with housing needs through the state housing agency, HUD, or Section VIl Housing.
This would require a partnership between agencies to provide affordable housing needs to an individual.
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Committee Discussion and Directives

The committee had a discussion on the direction of the next meetings. The committee requested that
staff prepare information on the following topics: reviewing the rate methodology; the years that cost
reports were submitted and the percentage of providers submitting cost reports; the different Medicaid
waivers available; additional information on the HCBS waiver compared with the cost for institutional
care; limits on services currently based on Medicare standards, and broaden services to allow the
individual to stay in the community; the cost that the FLSA will impose on the state; and the total amounts
paid to providers from DSS, DHS, and the South Dakota Developmental Center.

Determination of Future Meeting Dates
The committee discussed future meetings. The next meeting will be, September 27, 2016, in Pierre. The
fourth and last meeting will be on October 25, 2016, in Pierre.
Adjournment

SENATOR PETERS MOVED, SECONDED BY SENATOR RAMPELBERG, TO ADJOURN. The motion prevailed
unanimously on a voice vote.

The committee adjourned at 2:22 p.m. (CDT)

All committee agendas and minutes are available on the LRC website: http://sdlegislature.gov. You may subscribe to electronic delivery of agendas and minutes at
JE-Subscribe on the LRC website.



