







































































an automated benefit recovery system was completed, and
certain parts of it were put into operation. The
remaining portions will be finished during the first half
of FY 89-90. In addition, the division contracted with
Health Management Systems, a private firm, to perform
data matches with insurance companies to enhance the cost
avoidance data base and augment benefit recoveries. As
of the end of the year, the TPL Division has identified
private or group health insurance for approximately 7
percent of current Medicaid recipients.

The Department of Health develops and maintains a
Medicaid recipient health insurance data base for claims
processing. Claims for recipients who have pr1vate
insurance are cost avoided. If insurance is not
discovered until after claims are adjudicated, claims
which are covered by the insurance are researched and
submitted to the providers and/or insurers for
reimbursement.

The Department of Casualty reviews all paid Medicaid
claims with trauma diagnosis to identify other sources
potentially liable for payment of a client's medical
expenses. Appropriate claims are submitted to the
client's attorney and/or insurer to recover these ex-
penses.

Also reporting to Mr. Clark is the BUREAU OF
REIMBURSEMENT METHODOLOGY AND POLICY. It provides
leadership and direction to three divisions engaged in
the management of numerous Medicaid and SSBG rate setting
procedures. The bureau develops and implements
reimbursement methodologies/reimbursement rates
associated with lonc term care facilities, inpatient
hospital services, home health providers, Social Services
Block Grant prov1ders, and other ancillary Medicaid
providers. The bureau is composed of the Division of
Long Term Care Reimbursements, Acute Care Relmbursements,
and Ancillary Services. It is developing a case mix
reimbursement methodology for long term care facilities.

The Division of ILong Term Care Reimbursements is
responsible for the rate setting and the maintenance of
the reimbursement methodologles associated with home
health prov1ders and nursing home providers. There are
242 nursing home providers and 47 home health providers
participating in the South Carolina Medicaid program.

The Division of Acute Care Reimbursements sets the
inpatient hospital rates by which hospitals are paid and
ensures adherence to federal reimbursement guidelines.
This division also processes claims for the Medically
Indigent Assistance Fund (MIAF), which has subsequently
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been renamed the South Carolina Medicaid Expansion Fund
(MEF) . There are 117 hospitals participating in the
South Carolina Medicaid program.

The Division of Ancillary Services is responsible
for the rate setting and the maintenance of the
reimbursement methodologies associated with Social
Services Block Grant providers and other ancillary
Medicaid providers. There are approximately 155 Social
Services Block Grant contracts and thousands of ancillary
Medicaid providers.

Also reporting to Mr. Clark is the BUREAU OF HEALTH
PROGRAM INTEGRITY. It manages the Statewide Medicaid
Fraud and Abuse Prevention and Control Program, and
develops program integrity policies and procedures. This
bureau detects and investigates provider and recipient
abuse and fraud in the Medicaid program, and determines
the appropriateness and quality of health care provided
recipients. The bureau maintains and updates the control
file, an integral part of the Surveillance and
Utilization Subsystem (SURS) of the MMIS.

The Bureau of Health Program Integrity conducts
federally mandated surveillance and utilization reviews
of eligible recipients and providers enrolled in the
Medicaid Program. Statutory authorities governing
Program Integrity are found in Section 1909 of the Social
Security Act, 42 CFR Parts 455, 456 and 1002 and South
Carolina Regulations 126-400 through 126-405. The bureau
detects, investigates, and prevents provider/recipient
fraud and abuse in the Medicaid Program through
postpayment reviews of medical records.

Postpayment reviews can be initiated through written
complaints or through computer generated statistical
exception profiles. Complaints can also be lodged
through the Hot Line located in the State Auditor's
Office (Toll Free Number 1-800-521-4493, or locally at

734-0328). The Surveillance and Utilization Review
Subsystem (SURS) of the Medicaid Management Information
System (MMIS) provides exception reporting of

providers/recipients who exceed normative standards
established for each peer group. Providers/ recipients
to be reviewed are selected from these exception reports.
Enhancements of the SURS were completed in 1989 and have
markedly increased the effectiveness of the postpayment
review process. During the review of the medical
records, staff verifies that the services were medically
necessary, appropriate and of good quality. Forty-five
percent of bureau staff is Skilled Professional Medical
Personnel (SPMP), for which the agency receives enhanced
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federal financial participation (FFP) of 75 percent;
another 20 percent receive 75 percent FFP for MMIS
related functions.

The review process utilizes the Disproportionate
Stratified Random Sampling Technique (DSRST). Through
application of a statistical formula, a ratio estimate
is determined. This is more commonly called an error
rate. The error rate is the basis of extrapolation of
overpayments/underpayments throughout the provider's
Medicaid history during the particular review period.
In the spring of 1989, a request for proposals (RFP) was
issued. The contract was awarded to a public accounting
firm whose purpose was to determine if current audit
techniques were sound and to verify that the present
statistical procedure was valid and fair. The contractor
also was to suggest alternative sampling and
extrapolation procedures and then to conduct an overview
of the study with key management and front line staff.
Results of the study indicated that SHHSFC 1is in
compliance with all guidelines and is utilizing generally
accepted audit techniques. Further, the consultants
found the DSRST to be statistically sound and wvalid.
Several alternative auditing, sampling, and extrapolation
techniques for the various provider types audited were
recommended.

After reviews are completed the provider receives
a letter detailing the discrepancies found during the
review and the amount involved. The appropriate program
area in the Bureau of Health Services is provided a copy
of that letter. This area then provides the educational
intervention which is necessary to correct existing
aberrant practices.

Cases with indications of potential fraud are
referred to the Office of the Attorney General.
Administrative sanctions are imposed when aberrant
practices are detected. When an investigation leads to
a conviction, the sanctions imposed are, at a minimum,
suspension from the program and recoupment of the
overpayments. For cases where abuse has been identified,
the sanctions recommended are recoupment of the
overpayments and educational intervention. Established
recoupment for the 250 cases closed during the fiscal
year was $695,899. Of this, $321,884 has been collected.
The State Administrative Procedures Act grants providers
the opportunity to appeal the determinations made by
Health Program Integrity. During FY 88-89, more than 50
cases were appealed. Ninety-six percent were resolved
prior to the formal hearing setting.
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In early 1989 the federal Health Care Financing
Administration (HCFA) Division of Financial Operations
audited the surveillance and utilization review function.
The bureau's performance in terms of the federally
developed standards and review criteria in the Systems
Performance Review guidelines was evaluated. While the
final report has not been released, staff received
commendations for excellence in case development and
documentation while the auditors were onsite.

APPENDIX B
SUMMARY OF LAW/STATUTORY AUTHORITY

Two bills were introduced at the 105th Session of
the General Assembly to create the State Health and Human
Services Finance Commission. House Bill No.2184 was
introduced on January 12, 1983, and passed on May 19,
1983, with amendments. The Senate concurred with House
amendments on May 30, 1983.

The authors of House Bill No. 2184 were: B. L.
Hendricks, R. Schwartz, R.L. Altman, F.X. Archibald, D.L.
Aydlette, D. Blackwell, T.M. Burris, M.D. Cleveland, M.J.
Cooper, F.L. Day, P. Evatt, S.R. Foster, B.J. Gordon,
D.O. Hawkins, I.C. Joe, H.H. Keyserling, J. Murray, J.J.
Snow, J.H. Toal, M. Washington, D. Williams, and D.E.
Winstead.

Senate Bill No. 132 was introduced on January 19,
1983. It passed the Senate on April 23, 1983. The
authors of Senate Bill No. 132 were: H.E. McDonald, R.C.
Dennis, H.J. Leatherman, I.E. Lourie, A. Sanders, and
J.V. Smith.

Act No. 83, which created SHHSFC, was signed by Gov.
Richard W. Riley on June 7, 1983.

The law empowers the agency to administer Title XIX
of the Social Security Act (Medicaid), the Social
Services Block Grant program, and to operate the
Cooperative Health Statistics program.

SHHSFC duties are specifically stated in 44-6-40,
South Carolina Code, 1976, as amended. The law, at 44-
6-50, South Carolina Code, 1976, as amended, provides for
contracting with health and human services agencies for
eligibility determination, for the operation of a
certified Medicaid Management Information Claims
Processing System, and for other operational components
of the program which might be considered appropriate by
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the Board of Commissioners.

In addition, this section of the law charges the
agency with the responsibility of monitoring and
evaluating all contractual services and establishing a
procedure whereby inquiries concerning the work of the
agency might be addressed expeditiously.

The law also creates the State Health and Human
Services Finance Commission Advisory Committee to assist
and advise the Board of Commissioners in its duties and
functions.

Additionally, the law addresses priority areas of
service, gives the Executive Director sole authority to
employ and discharge agency employees, and gives the
agency authority to promulgate regqulations. The
statutory authority for various SHHSFC powers and duties
are as follows:

1. Section 44-6-10, South Carolina Code Ann. (Cum.
Supp. 1984) creates the State Health and Human Services
Finance Commission and establishes the process for
selecting members of the Board of Commissioners.

2. Section 44-6-30, South Carolina Code Ann. (Cum.
Supp. 1984) empowers the agency to administer Title XIX
of the Social Security Act (Medicaid) and to administer
the Social Services Block Grant program, designates the
agency as the South Carolina Center for Health
Statistics, and prohibits the agency from engaging in the
delivery of services.

3. Section 44-6-40, South Carolina Code Ann. (Cum.
Supp. 1984) enumerates the duties imposed by statute upon
the agency.

4. Section 44-6-90, South Carolina Code Ann. (Cum.
Supp. 1984) empowers the agency to promulgate regulations
to carry out its duties.

APPENDIX C

COMMISSION ADVISORY COMMITTEE

An advisory committee is established by state law
to assist and to advise the State Health and Human
Services Finance Commission by addressing its efforts to
overall policy and review of state plans.

Its membership consists of 13 members who are
appointed by the governor for four-year terms. They
shall serve until their successors are appointed and
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qualify. The governor shall designate a chair who shall
serve for a term of two years.

In addition, 13 ex officio members serve on the

Advisory Committee.

are:

* the

The appointees of Governor Carroll A. Campbell Jr.

Barbara Jackson, Greenwood, chair

Frank B. Raymond III, Ph.D., Columbia, vice chair
Mary L. Green, Winnsboro

William Pinder Jr., Charleston

John P. Barber, Spartanburg

Jean Kirby Brown, Greenville

Cynthia P. Walters, Anderson

William F. "Bill" Pritchard, Myrtle Beach
Iris Usher Kennedy, Hartsville

Edmond R. Jordan, MD, Greenwood

Bobby K. Moody, Lake View

Hazel J. Harkness, Columbia

Gerald A. Fishman, MD, Columbia

The ex officio members are:

The chairman, or the chairman's designee, of:

Joint Appropriations Review Committee,

* the Senate Finance Committee,

* the House Ways and Means Committee,

* the Senate Medical Committee,

* the

Health Care Planning and Oversight Committee,

* and, the House Medical, Military, Public and Municipal
Affairs Committee; and,

The chairman of the Medical Care Advisory Committee;
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The commissioners or executive directors of:

* the Department of Health and Environmental Control,
* the Department of Social Services,

* the Department of Mental Health,

* the Department of Mental Retardation,

* the Commission on Aging, and,

* the Commission on Alcohol and Drug Abuse.

APPENDIX D
MEDICAL CARE ADVISORY COMMITTEE

Federal law (42 CFR 431.12) mandates that a Medical
Care Advisory Committee advise the Medicaid agency
executive director about health and medical care
services. Members, who are appointed by the executive
director on a rotating and continuous basis, must fall
into three broad categories.

The first category is: Board-certified physicians and
other representatives of the health professions who are
familiar with the medical needs of low-income population
groups and with the resources available and required for
their care.

The second is: Members of consumers' groups, including
Medicaid recipients, and consumer organizations.

The final category is: The director of the public
welfare department (Department of Social Services) or the
public health department (Department of Health and
Environmental Control), whichever does not head the
Medicaid agency.
The current members are:

T. Ed Childress III, Easley, Chair

William J. McAninch DPM, Greenville, Vice Chair

Abraham H. Moscow, MD, Denmark

Wayne Cannon, OD, Columbia
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James W. Hammond Jr., MD, Columbia

David A. Fulton, Columbia
Mike DuBose, Irmo

Carolyn Emanuel, Orangeburg
Nancy McCormick, Columbia
Maria Patton, Columbia

Roy C. Harms, Columbia

John D.R. Jones, Columbia
Mike Caughman, Lexington
Dave Reeves, Columbia

Fannie Floyd, Lancaster
James F. Keasler, Greenville
Michael D. Jarrett, Columbia

James L. Solomon Jr., Columbia

APPENDIX E

Organizational charts of the State Health and Human

Services Finance Commission are to be found on succeeding
pages.

APPENDIX F

A year-end analysis of FY 88-89 expenditures follows

on succeeding pages.
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Health and Human Services Fin ance Commission

Budget Division

Summary of FY1988-89 Total A gency Budget
Adjusted Appropriation & Expenditures Through July 1989.

August 12, 1989
File: COMAUG89

Operating
Personal Sers.
Fringe Benefits
Other Operating

Total Operating
Medical Support Contracts
PROGRAM SERVICES
MEDICAID:
Regular Medicaid & CLTC
Other Agencies
TOT MEDICAID
SOCIAL SER. BLOCK GRANT
ALCOHOL & DRUG ABUSE
MED.INDIGENT ASST.FUND

TOTAL AGENCY

Straightline
Target: 100.0 %

FY88-89
Adjusted July Year-to-Date July YTD Balance
Appropriation Expenditures % Expended State
Total State Total State Total State
9,632,821 3,947,144 9,514,011 3,928,147 98.77%  99.52%
1,994,863 705,461 1,781,185 700,992 89.29%  99.37%
4,881,184 2,071,050 4,395,589 1,897,666 90.05%  91.63% |
16,508,868 6,723,655 15,690,785 6,526,806 95.04%  97.07%
25,887,639 3,733,080 18,614,095 3,640,740 71.90%  97.53%
73.18
411,582,046 100,326,597 390,129,850 98,391,788 94.79%  98.07%
174,351,346 1,255,471 167,763,404 1,255,470 96.22% 100.00%
585,933,392 101,582,068 557,893,254 99,647,258 95.21%  98.10%
49,844,581 2,410,184 47,401,888 2,410,166 95.10%
9,645,742 7,365,978 76.37%
15,608,854 15,280,191 97.89%
703,429,076 114,448,987 662,246,191 112,224,971 94.15%  98.06%




August 12, 1989
Budget Division
File:XIXAUG89

SERVICE

HOSPITAL INPATIENT
HOSPITAL OUTPATIENT
SWING BEDS

HOSPITAL TOTAL

NURSING HOMES
PHYSICIANS & CLINIC
DENTAL
PHARMACEUTICAL
SUPPLY AND DME
HOME HEALTH

AFDC SCREENING
OPTOMETRIST
PODIATRIST
TRANSPORTATION
FAMILY PLANNING
SMI REGULAR

SMI MAO
COMMUNITY LONG TERM CA

TOTAL REGULAR MEDICAID

NURSING HOME BABCOCK
USC WOODROW ICF

DEPT. OF MENTAL HEALTH
DEPT. MENTAL RETARDATION
DHEC-OTHER
MUSC-TRANSPLANTS
COMM. ALCL. & DRUG ABUSEH

TOTAL OTHER AGENCIES

TOTAL MEDICAID PAYMENTS

i

UT

1

i

HEALTH AND HUMAN SERVICES FINANCE COMMISSION

FISCALY

EAR 1988-89

ANALYSIS OF MEDICAID PROGRAM SERVICES

Adjusted July Year-to-Date July YTD
Appropriation Expenditures Percent Expended Balance
Total State Total State Total State
129,274,647 = 25,287,802 122,334,808 23,894,206 94.63%
15,508,771 4,006,855 14,545,157 3,997,170 93.82%
812,586 204,796 763,748 204,795 93.99%
145,591,004 -ﬂ29._‘499,453_: 137,643,713 . 28,096,171 94.54% 95,
102,301,386 = 27,280,790 100,604,188 27,260,600 98.34%
50,718,403 13,438,511 49,121,903 13,290,529 96.85%
5,078,052 1,161,872 4,324,561 1,161,631 85.16%
42,035,302 10,799,692 39,421,717 10,592,179 93.78%
5,006,824 1,323,747 4,912,974 1,321,539 98.13%
5,008,043 1,137,687 4,349,578 1,137,687 86.85%
2,636,792 618,905 2,307,408 618,904 87.51% 10
956,552 232,666 867,360 232,665 90.68%
282,664 70,583 261,688 70,444 92.58%
8,572,555 2,440,459 7,867,388 2,313,239 91.77%
3,083,215 291,075 2,911,130 291 ,075 94.42%
18,373,918 4,793,991 17,876,731 4,793,990 97.29%
3,327,828 3,327,828 3,327,828 3,327,828 100.00%
RE 18,609,508 3,909,338 14,331,683 3,883,307 77.01%
411,582,046 100,326,597 390,129,849 98,391,788 94.79%
4,125,555 1,085,353 4,048,617 1,085,353 98.14%
648,094 170,118 634,179 170,118 97.85%
42,802,042 41,365,406 96.64%

N 118,563,673 118,859,719 100.25%
4,756,872 2,214,109 46.55%
1,118,568 620,719 55.49%
2,336,542 20,655 0.88%

174,351,346 1,255,471 167,763,404 1,255,470 96.22%
585,933,392 101,582,068 557,893,253 99,647,258 95.21%




