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Options

Title XIX Medicaid is an entitlement program – in 
other words there is no federal cap on the federal 
dollars states can access if they have the general 
funds for the match.              

Currently the state matching funds for Title XIX 
Medicaid come from general revenues raised through 
taxes and fees. 

- Prior to the downturn in the economy, the interest earned 
from the Health Care Trust Fund was also used to match 
Title XIX Medicaid – specifically for long term care 
facilities.
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 There are really only two options for generating 
general fund revenue for use in leveraging matching 
federal Medicaid funds in South Dakota.  The 
Department of Social Services is not advocating any 
of these choices.

Increased appropriation of general funds by 
the legislature

Increasing revenues – if not broad-based then 
by implementing a provider tax/fee 

Options 
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Options 

Provider Taxes/Fees are a legal funding source 
eligible for federal matching funds when used to 
reimburse Medicaid covered services.

•Use of provider fees began in the 80’s 
•Federal rules and regulations in place since 1993 
were revised in February 2008 

Legislation can specifically target use of the funds for 
a specific purpose.
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Options  

General Requirements:
Provider fees must be uniform and broad based and 
cannot directly or indirectly hold harmless or guarantee 
repayment of fees directly back to providers.

Provider fees must apply to all facilities in selected 
class of providers.

•Fee cannot exceed 5.5% of revenues or states must 
seek approval with very stringent criteria.
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Options  

There are eight classes of providers that can be assessed 
a tax/fee. Any tax/fee must be assessed against all 
providers in that class: 

Inpatient hospitals Physicians
Outpatient hospitals Home Health 
Nursing facilities Outpatient 
Prescription Drugs
Health Management Organizations
ICF/MR (Intermediate Care Facility for the Mentally Retarded)

Many states have implemented a provider tax/fee on one 
or more categories of providers

South Dakota implemented a provider tax on ICF/MRs July 1, 
2007



7

Options 

Acceptable reimbursement approaches include 
additional rate increases or enhancements to the 
existing Medicaid reimbursement methodology (for 
example: higher ceilings, incentive payments, capital 
cost enhancement).

 Using Long Term Care as an example, assessment 
options include fees based on: 

percent of revenue 
licensed or moratorium beds 
occupied beds
non-Medicare resident days (most common) 
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Options  

 Percent of Revenue would be implemented by 
assessing a percentage on gross revenue. 

While uniform and broad based, this method does not 
evenly distribute the tax across payers as Medicaid funds 
58% of the residents in nursing facilities but is not 
necessarily 58% of the revenue given the variance in private 
pay, Medicare, and Medicaid reimbursement. 

 Tax per resident day would be implemented by 
assessing a uniform tax per resident per day.

This method would more equitably distribute the tax across 
payers. 
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Options  

 Tax per licensed or moratorium bed would be 
implemented by assessing a per licensed or per 
moratorium bed. 

This method is used by some states using moratorium beds 
to provide an incentive to relinquish unoccupied beds that 
will likely not be used. 
Could also penalize providers who converted moratorium 
beds for other uses. 

The amount of tax collected varies prospectively 
based on the method implemented and the actual 
growth in revenue.
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