
      

Department of Social Services 
Joint Appropriations Committee Summary Responses 

February 9, 2012 

1. \-Vb.at cutrent activities are you going to ~doing? 
The SFYl 3 request does not include any program eliminations or reductions. 

2. "\Vhat activities are you going to change? How? If you have significantly re
directed resources please explain. 
There may be several changes to the Medicaid program if the recommendations 
of the Medicaid Solutions Work Group are accepted by the Legislature. If that 
occurs, we will be implementing recommendations in the areas of development of 
health homes for people with chronic health care issues, possible release of a 
Request for Proposals for care management for high cost individuals and for 
development of a preferred drug list, development of an emergency room 
diversion program,. and exploring the feasibility of several other federal options 
now available to states in the area of pharmacy services and home and 
community based services. 

DSS' budget also includes a reduction of $791, 711 total funds ($340,990 general) 
due to recommendations from the Medicaid Solutions Workgroup. 

One recommendation is to establish an annual benefit limit for adult dental 
services of$1,000. This recommendation is consistent with many commercial 
plans that impose an annual benefit limit. Services for emergencies are still 
required to be covered. 

Adult Dental Limit: $550,000 total funds ($236,885 general) 

The second recommendation will increase co-payments for prescription drugs 
for adults to $1 for generics (currently $0) and $3.30 for brand drugs (currently 
$3). The increase on brand drugs increases the co-payment amount to the 
maximum allowable amount per federal requirements. 

Pharmacy Co-Payment Increase: $241,711 totalfands ($104,105 general) 

The Department will also be seeking to contract child welfare services with 
additional tribes in the state. Four tribes currently operate either their entire 
child welfare programs or their own foster care programs through contracts with 
the Department. The Department will continue to offer assistance to interested 
tribes to acbninister as many child welfare services as possible. 

The Human Services Center (HSC) pharmacy in Yankton will serve as the 
centralized pharmacy for all of the state prison facilities and will receive 
pharmacy orders electronically from physicians who have prescribed medications 
to inmates at each of the prison locations. 1\1edications will be delivered by 
courier service in bar-coded bulk canisters that are tracked electronically 
throughout transit until securely placed in the dispensing machines at the prison 
clinics. When the pharmacist fills a medication order for an inmate, the order is 



      

electronically delivered to the appropriate dispensing machine. The medication 
is dispensed from the machine by a nurse and given to the identified inmate. 

This change will transition pharmacy services from a contractor to 5. 0 FTE at 
HSC. This includes 3 pharmacists and 2.5 pharmacy technicians. Offsetting 
general fond cost savings as a result of purchasing drugs through HS C 's multi
state compact and reduced medication waste are found in the Department of 
Corrections budget. In addition to cost savings, additional benefits include 
reducing delays in obtaining pharmacy orders for new or changes to existing 
prescriptions and improved security with centralized inventory management and 
enhanced tracking capabilities with the new dispensing units. HSC benefits by 
having more pharmacy staff that uill be able to provide more flexible scheduling 
for staff and expanded lwurs to the individuals served at the facility. 

3. \\That ~ activities are you going to initiate? 
The SFYl 3 request does not include any new programs or expansions of 
eligibility for current programs. 

This proposed reduction of $1.9 million total funds ($831, 737 general) in the 
request is for a change in the reimbursement methodology the department is 
seeldng to make by which providers bill for implantable devices related to 
surgical procedures. Implantable devices include screws for spinal surgeries, 
heart pacemakers, and devices that replace joints, such as hips and knees. 

Currently,. providers mark up the cost of these devices when they bill 11/ledicaid. 
That markup alone can result in the claim hitting an outlier threshold that results 
in an increased payment to the provider outside the normal DRG payment for the 
service. Providers have indicated the mark up on these devices ranges from 5 to 
20 times the actual cost. 'The change in reimbursement methodology will result in 
providers being reimbursed the actual cost of the implantable device plus 10% 
plus the normal DRG payment for the service. 

4. With regards to the budget adjustments that occurred last ye.ar, will your agency 
be able to sustain them on a long-tetm basis? 
As we reported to the Joint Appropriations Committee on October 14, 2011, we 
have not seen any providers withdraw from the Medicaid program as a result of 
the rate reductions implemented in SFYJ 2. At this point we anticipate sustaining 
provider rate reductions, FTE reductions, and program eliminations and/or 
changes implemented in SFYJ 2. 

The SFY 13 budget does include $2. 8 million in total funds to Jund the Graduate 
Medical Education program (GME}. This program was funded in SFYJ 2 with 
one-time funds. 'This recommendation would reinstate the program in the base 
budget. 

5. \-\That initiatives for improving efficiency of operations are planned in FY13? 
We continually evaluate processes to determine if enhancements can be made to 
improve efficiencies. For example, we are worldng to implement an on-line 
application for the Supplemental Nutrition Assistance Program (SNAP} and 
Medicaid/CHIP programs to eliminate manual data entry of application 
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iriformation. The Department will also continue to review reimbursernent 
methodologies for providers to simplify and update processes used to determine 
rates. The Department has actively p ursued elimination of unnecessary or 
outdated Administrative Rules in previous years and will continue to review and 
seek revisions to existing Administrative Rules. 

6. \Vhat are the standards of performance or metrics by which you judge the success 
and efficiencies of your agency' s outcomes? 
In addition to budget performance indicator information, programs in the 
Department have a number of quality and peiformance standards and outcomes 
associated with receipt of federa l funds. These peiformance measures are at the 
program level, i.e., Medicaid eligibility determination error rate and individual 
level, i.e., percent of children involved with Child Protection Services who are 
receiving needed educational and healthcare services. Several divisions within 
the Department have state plans for use of federal funds that include performance 
goals and metrics. 

7. \Vb.at funds from SFY1 2 are planned to be applied to FYl 3 activities? 
Are these amounts in addition to amounts contained in the Governor's FY13 
budget? 
We will continue to work with the Governor and the Bureau of Finance and 
Management to determine how any fands available from SFYJ 2 will be utilized 
in future fiscal years. 

8. What are yom· plans regarding amending the FYl 2 General Bill? 
We will continue to work with the Governor and the Bureau of Finance and 
Management to determine if any amendments to the FYI 2 General Bill are 
necessary. 

9. The federal Budget Control Act of 201 1 (BCA, P.L.1 12-25) includes automatic 
across-the-board ··pending reductions unless congress and the president enact 
legislation by JantL.1.ry 15, 2012 reducing the federal deficit by $1.2 trillion over 
10 years. The recent failure of the Joint Select Committee of the congress to 
produce a deficit reduction proposal increases the likelihood of these automatic 
reductions in federal progran1s may be triggered, absent further intervening 
congressional action. If so, South Dakota could be significantly impacted. 
Depending on the outlook at the federal level at the time of your hearing: 

A. What reductions in federal programs administered by your agency, if any, 
could develop in FYl 3? 

B. \\lhat amounts of General Funds and/or Other Funds have been proposed 
in the Governor's budget to match any such federal funds at risk? 

See attached document entitled Budget Control Act {BCA) Sequester. 
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