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DSS 
Sir 

South Dakota' s Medicaid program plays a vital ro le in the health care of many individ uals. The program 
is much more than a vehicle for fin ancing acute ca re in hospitals or care provided by physicians, dent ists, 
optometrists and other med ica l providers. 

• First and foremost, Med ica id or CH IP (Children's Health Insurance Program) covers South 
Dakota 's ch ildren - 69% of t hose cove red by Medicaid or CH IP are children. In fact, 50% of 
South Dakota's children will rely on Medicaid or CHIP duri ng the fi rst year of life. 

• More t han 56% of our parents and grandparents in nursing homes are dependent upon 
Medicaid to pay fo r their ca re. 25% need Medicaid in order to live in an assisted living facilit y. 
And, many of our parents and grandparents rel y on Med icaid to pay for much needed services 
so t hey ca n rema in living in t heir own homes and communities in their later yea rs of li fe. 

• Nearly 3,500 South Da kota ci t izens w ith deve lopmental disabil ities are living in our communities 
t hrough the support of Community Support Providers, relying on Medicaid to pay fo r t heir 
services. 

• Approximately 10,000 South Da kotans wi th mental health and/or substance abuse challenges 
receive serv ices in thei r community through com munity mental health centers or su bstance 
abuse treatment providers pa id for by Medicaid. 

• Children who have been abused and neglected are provided the services they need th rough 
Medicaid payments to providers, incl uding psych iat ri c residenti al t reatment programs. 

• Medicare premiums are paid for low-income Sou th Dakota seniors through the Medica id 
program . 

• Citizens w it h developmental disabili ties se rved at t he Developmenta l Cent er at Redfield are 
covered by Medica id. 

• Pregnant women who have low-incomes receive pregnancy- related services paid for by the 
Medicaid program t o help ensure heal t hier birt h outcomes. 

These South Dakotans are our children, pare nts, grandparents, neighbors and friends. 

While South Dakota and other states are fac ing diffi cult economic challenges, South Dakota will 
continue its efforts to respond to the hea lth care needs of its ci t izens in a cost-effective manner, prov ide 
access and qua lity of care, and seek to improve health outcomes t hrough innovative init iatives. 
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lntrod uction 

This report provid es a summary of the Med icaid Program in South Dakota. It is designed to 
provide a high-level overview of the program, provide basic information on program 
operati ons, and highlight key program init iat ives . 

The report is broken into three sections. 

Section 1 provides basic information on the Medicaid Program, includ ing data and information 
on el igibi lity, coverage, and program expend itures. 

Section 2 provides data relating to t he operation and maintenance of program operations, 
includ ing claims processing, ut i lizati on review activities, and the other important functions 
necessary to appropriately administer t he program. 

Section 3 highlights DSS's effort s to be good stewards of our tax dol lars and to protect the 
Med ica id Program from fraud, abuse and waste. 
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Section 1: Program Overview 

Organization 

The Department of Social Services (DSS) is the designated State Medicaid Agency for South 
Dakota . The Division of Medi ca l Services within the Department administers assistance to those 
who qual ify for Medica id or the Ch ildren's Health Insurance Program (CHIP). Other agencies 
also administer programs funded by Med icaid in South Dakota incl ud ing the Departments of 
Human Services, Corrections, Education, Hea lth, M ili t ary and Veterans Affai rs. 

What is Medicaid? 

Med icaid is the nation's publicly financed health and long-term care coverage program for low
income people. Enacted in 1965 under Title XIX of the Social Secu rity Act, Medica id is an 
entitlement program. As an entitlement program, al l eligible ind ividuals must receive services. 
An entitlement program differs from a block grant, wh ich invo lves a cap in fund ing and can 
resu lt in waiting lists. Over t ime, Congress has gradual ly expanded Med ica id eligibil ity criteria to 
reach more Americans living below or near poverty. Med ica id current ly covers an expansive 
low-income population, includ ing parents and ch ildren in both working and nonworking 
fami lies, ind ivid ua ls w ith dive rse physical and menta l cond itions and disabilities, and seniors. 

Medica id provides hea lth cove rage fo r mi llions of low-income chi ld ren and fami lies who lack 
access to the private health insurance system that covers most Americans. The program also 
provides coverage for mil l ions of people with chron ic ill nesses or disabil ities who are excluded 
from pr ivate insurance or for whom such insurance, wh ich is designed for a generally healthy 
popu lation, is inadequate or cost prohibitive. 

What is CHIP? The South Dakota Children's Health Insurance Program, more common ly 
referred to as CHIP, provides quality health care (including regular check-ups, Well -Ch ild Ca re 
exams, dental and vision care) for ch ildren and youth. To be eligib le for CHIP, chi ldren must be 
under the age of 19 and reside in South Da kota. Children who are un insured may be eligible for 
CHI P based on income and eligibi lity gu idelines. General ly speaking, CHIP provides health care 
for ch ildren whose family income is too high to qualify for Medicaid. 

What Services are Covered? 

States establish and administerthei r own Med ica id programs and determine the type, amount, 
duration, and scope of services based on the general federal guide lines. States are requ ired to 
cover certain "mandatory services," and can choose to provide other "optiona l services" 
through the Med ica id program.1 Mandatory Medicaid services, and optional services covered 

1 Medicaid Benefits, http://www.medica id.gov/ Medica id-CHIP-Program-lnformation/By-Topics/ Benefits/ 1edica id
Benefits.ht ml. 
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by South Dakota, are listed below. All optiona l services, when medica lly necessary, are 
mandatory for child ren under age 21. 

Medicaid Mandatory Services (examples) 'south Dakota Optional Services (examples) 
I 

• In patient hospital services 

• Out pat ient hospita l services 

• Early and Periodic Scree ning, Diagnost ic, 

and Treatment (E PSDT) services 
• Nursing facili ty se rvices 

• Home hea lth services 

• Physician se rvices 

• Rural health clinic services 

• Federally quali fied healt h center services 

• Laboratory and X-ray services 

• Nurse Midwife se rvices 

• Certi fi ed Pediatric and Family Nurse 
Practit ioner services 

• Transporta t ion to medical care 

• Tobacco cessat ion counseling for pregnant 

women 

• All M edically Necessary care for eligibles 
under age 21 

What is Medically Necessary? 

• 
• 

• 

• 
• 
• 
• 
• 
• 
• 

• 
• 
• 

Physician assistants 

Psychologists and independent mental 

hea lt h pract it ioners 

Intermediate Care Facili t ies for the 
Mentally Retarded (ICF/MR) 

Podiatry 

Prescript ion Drugs 

Optometry 

Chiropract ic se rvices 

Durable medical equipment 

Denta l services 

Physical, occupational, speech therapy, 

audiology 

Prosthetic devices and eyeglasses 

Hosp ice care, nursing services 

Personal care services and home health 

aides 

All benefits must be "medically necessary" in order to be covered by the program . To be 
"medically necessary" in South Dakota, the covered service must meet the fo ll owi ng condit ions : 

• It is consistent with the recipient's symptoms, diagnosis, condition, or injury; 
• It is recogn ized as the prevail ing standard and is consistent with generally accepted 

professiona l medica l standards of the provider 's peer group; 
• It is provided in response to a life-threatening condition; to treat pa in, injury, il lness, or 

infection; to treat a condition that could resu lt in physica l or mental disabil ity; or to 
achieve a level of physical or menta l function cons istent w ith prevail ing community 
standards for diagnosis or condition; 

• It is not furnished primarily for the conven ience of the recipient or the provider; and 
• There is no other equa lly effective course of treatm ent avai lable or su itable for the 

recipient requesting the service which is more conservat ive or substantia lly less costly. 

What is EPSDT? EPSDT stands fo r Early and Periodic Screening, Diagnosis & Treatment. 

Federa l Law requires the State to provide screening, diagnosis and all "med ically necessary" 

treatment services, including mental health services, to all Medicaid recipients under 21. 
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Seniors & Medicare and Medicaid Enrollees 

In South Dakota, Med icaid provides health coverage to more than 7,000 low-income seniors, 
near ly al l of whom are also enrol led in Medicare. Medicaid also provides coverage to 18,400 
people with disabilities, of whom about hal f are enrolled in Med icare. On average each month, 
about 12,000 people are "dua lly eligib le" and enrolled in both Medica id and Medicare, which is 
about 10% of all Medicaid enrollees in South Dakota. For these "dua l eligible" individua ls, 
Medicaid assists with Medicare prem iums and cost-sharing obligations and covers key services, 
such as long-term care, that Medicare limits or excludes. Medicaid is South Dakota's la rgest 
sou rce of coverage for long-term care, covering 56% of all nursing home residents. 

Who is Covered? 

Medicaid is one of t he la rgest healthcare insurers in South Da kota with 144,962 individuals 
participating in the program du ring State Fiscal Year 2013. The average monthly enrol lment in 
State Fiscal Year 2013 was 116,128. 

South Dakota's Medicaid Program covers primarily ch ildren of low- income families and plays a 
very important role in t he health care of this age cohort. More than 69% of individuals covered 
by Medicaid or CHIP are ch ildren, and 50% of the ch ildren born in South Dakota wi ll be on 
Medicaid or CH IP during the first year of their life. 

In order to receive federa l fund ing, states must cover certain "mandatory" groups to receive 
any federal matching funds. The mandatory groups are pregnant women and children under 
age 6 with family income below 133 percent Federal Poverty Limit (FPL); children age 6 to 18 
below 100 percent FPL; parents below cash-ass istance el igibility levels; and elderly and persons 
with disabilities who receive Supplemental Security Income (551). South Dakota El igibility 
Categories, and their relationship to the FPL, are outlined below. In South Dakota, Ch ildless 
Adults are not currently eligible for Med icaid regard less of their income. 

Table 1. Sample of 2013 Federal Poverty Level Guidelines 

1 $11,490 $14,937 $15,282 $16,086 $17,235 $18,384 $22,980 

2 $15,510 $20,163 $20,628 $21,714 $23,265 $24,816 $31,020 

3 $19,530 $25,389 $25,975 $27,342 $29,295 $31,248 $39,060 

4 $23,550 $30,615 $31,322 $32,970 $35,325 $37,680 $47,100 
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Table 2. South Dakota Eligibility by Percent of Federal Poverty Level 

I Eligibility Group I! %FPL I 
Pregnant Women 133% 

Chi ldren Under Age 6 133% 

Chi ldren Age 6 - 19 100% 

Parent s and Low-I ncome Fami lies 49% 

Aged, Bl ind and Disabled {Single) 75% 

Aged, Blind and Disabled (Couple) 83% 

CHIP (Chi ldren's Health Insurance Program) 200% 

Note that despite t he increase in Med ica id enrollment and the esca lat ing costs of ca re, fede ral 
law generally limits t he ability of states, including South Dakota, to cut Medica id eligibility. 
Specifical ly, the federal Affordable Ca re Act (ACA) requires t hat states, as a condit ion of 
Med ica id fund ing, maintain exist ing Med icaid eligibilit y, including income and resource 
standards used to ca lcu late eligibi lity. 

For the Medi cai d Program as a whole, two-th irds of enrollees are ch ildren and one-t hird of 
enrol lees are adults. The latt er category is comprised of pregnant women (pregnancy-re lated 
services on ly), ind ividuals who are elderly or disabled, and parents in very low income fami lies 

(e.g., a fa mi ly of three has an annual income of $9,552, wh ich is 49% of the federal poverty 
leve l). The number of ind ividuals partici pati ng in the program, by eligibi li ty category, is outlined 
in the following graph: 

Graph 1. Medicaid Participation by Eligibility Category, SFY 2013 
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Medicaid enrollment varies cons iderably by county. For t he entire state of South Dakota, 14% 
of the popu lation was eligible fo r Medicaid in SFY 2013 (see Map 1 - refer to Appendix A for 
complete details). 

Map 1. Persons Eligible for Medical Services by County, SFY 2013 
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Enrollment in the South Dakota's Medicaid program has also generally experienced less annual 
growth than the United States as a whole (see Graph 2) . 

Graph 2. Annual Change in Medicaid Enrollment in 50 States and DC, 2005 to 2013 

2005 2006 2007 2008 2009 2010 2011 2012 2013 

Source: The Kaiser Commission on Medicaid and the Uninsured. October 2013 Report: Medicaid 
in a Historic Time of Transformation. Results from a SO-St ate Medicaid Budget Survey fo r State 
Fisca l Years 2013 and 2014. Graph: Percent Change in Total Med icaid Spending and Enrollment 

How Much Does the Program Cost? 

• Sout h 

Da kota 

• United 

Sta tes 

Medica id is natura lly counte r-cycl ical. When the economy weakens, revenues decline, and the 
number of Med ica id El igibles increases. National experts indicate that every 1% increase in 
unemployment resu lts in an increase of 1 million Med ica id and CHIP Eligibles nationwide. 

South Dakota experienced unprecedented growth in Medica id Eligibles during SFY 2009-2010 
when the recession hit the state, wh ich in turn, affected expenditures. Rates of growth are 
returning to pre-recessionary levels. In SFY 2013, South Dakota 's Medicaid expenditures were 
$841.5 mill ion (see Graph 3). 
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Graph 3. South Dakota Medicaid Expenditures, SFY 2008 - 2013 
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Notes: From SFY09-SFY11, state general f und matches were impacted by enhanced federa l funding t hrough the American 

Reinvest ment and Recovery Act [ARRA). SFYlO also includes certa in one-time expenditu res. 

The providers with the la rgest percentage of total Medicaid expend itures in South Da kota in 
SFY 2013 we re hospitals, nursing homes/assisted living providers, and Department of Human 
Services/Deve lopmental Disability commun ity support providers. A list of providers and their 
respective expenses include the following: 

Table 3. Majority of Expenses by Provider Type, SFY 2013 

· ~ :~ ~ 
Hospita l $179.20 23.71% 

Nursing Homes/Assisted Living Providers /Hospice $146.00 19.32% 

Community Support Provide rs $111.50 14.75% 

Physicians, Independent Practitioners and Clinics $95.50 12.64% 

Indian Healt h Services $72.10 9.54% 

South Dakota Developmenta l Cente r and Human Services Center $32.60 4.31% 

Pharm acies $31.40 4.16% 

Substance Abuse, Menta l Hea lt h and Other Comm unity Support Providers $22.30 2.95% 

Psychiatric Resident ial Yout h Care Providers $30.70 4.06% 

Den tists $17.30 2.29% 

Durable Medical Equipment Provide rs $ 9 .80 1.30% 

In-Home Service Providers for the Elderly and Skilled Ho me Hea lth $ 7.30 0.97% 
-----------------------------------------------------------------------------------------------------------------------------------~=====r 

Total for Majority of Exp_e_n_s_es ________________ 
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Although children make up the majority of Med icaid enrollees, most Medicaid spending is 
attributable to the elderly and people w ith disabili ties. In South Dakota, similar t o the rest of 
the United States, the elderly and d isabled represent 22% of the Medica id popu lation but 
account fo r rough ly 61% of spend ing. In add ition, a recent analysis of South Dakota Medica id 
inpat ient hospital statistics revealed that 2.7% of South Dakota Medicaid hospital inpat ient 
stays is responsible fo r 49% of inpatient payments. These findings are consistent ~vith recent 
find ings that, overall, the top 5 percent of the popu lation accounted for nearly 50 percent of 
healt h care expend itures.2 

It is also worth noting that South Dakota has a very conservative Medica id reimbursement 
policy and focuses on managing program costs. As a resu lt, the state spends less for each 
Med ica id en rollee (per capita) than surround ing states. Wyom ing pays 7% more per Medicaid 
enrol lee; Nebraska pays 6% more; Montana pays 19% more; North Dakota pays 30% more; and 
Minnesota pays 27% more .3 

Map 2. South Dakota's Variance in Medicaid Spending per Enrollee, FY2010 
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2 Steven B. Cohen, Pho and William Yu, MA, AHRQ Stat ist ical Bri ef #354: The Concentrat ion and Persistence in t he Level of 
Health Expenditures over Time: Estimates for the U.S. Population, 2008-2009 (January 2012); 
ht tp://meps.ahrq.gov/ mepsw eb/ data_fi1es/ publ ications/ st354/ stat354.shtml 
' Ka iser Family Foundation, Statehea lt hfacts.org 
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What is the Role of Federal Funding in South Dakota's Medicaid Program? 

The fede ra l government's share of a state's expenditures for most Medicaid services is called 
the federal medical assistance percentage (FMAP). The re mainder is referred to as the 
nonfederal sha re, or state share. General ly determined annua lly, the FMAP is designed so t hat 
the federal government pays a larger po rtion of Med icaid costs in states w ith lower per capi ta 
incomes relative to the nationa l average (and vice versa for states with higher per capita 
incomes). In FFY 2014, the FMAP for South Dakota was 53.54%. 

Graph 4. South Dakota Federal Medical Assistance Percentage (FMAP), FFY2005 to FFY2014 

• State Share • Fede ral Sha re 

FFY2005 FFY2006 FFY2007 FFY2008 FFY2009* FFY2010* FFY20 11 * FFY2012 FFY2013 FFY2014 

*FFY09, FFYlO, FFYll adjusted for ARRA. FMAP rates without ARRA adjus tment: FFY09 62.55% federal/37.45% 
general, FFYlO 62.72% federal/ 3 7.28% general, FFYll 61.25% federal/ 38.75% general. 

Beginning in FY09, states received a temporary FMAP increase that was included in the 
American Recovery and Reinvestment Act (ARRA) and later exte nded by H.R. 1586. Enhanced 
federal funds were provided from October 2008 through June 201 1, subject to certa in 
requi re ments. South Dakota received an add itional $48 mil lion in federal Medicaid fund ing in 
FFY 2009 due to th is tempo rary extension of the FMAP. South Dakota aga in faces one of the 
most substantial FMAP decreases in FFY 2014 with a 2.65 percentage point decl ine from FFY 
2013 rate of 56.19%. It is estimated that a one percentage point change can reduce or increase 
South Dakota's fund ing responsibi lity by about $7 million . 
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What is the Relationship of Medicaid to the Indian Health Services? 

Wh ile Ind ian Health Services (IHS) is responsible for provid ing health care to American Indians, 
the South Dakota Med icaid Program serves as the safety net for this popu lation, and will cover 
services that cannot be provided or accessed through the IHS syste m. This has signif icant 
financia l impl ications, as Med icaid (un like the fede ra l IHS) is joint ly funded by the St ate and 
federal government. During SFY13, an average of 41,042 American Indians we re on Med ica id 
every month, which re presents 35.3% of all the ind ividuals eligible for Medicaid . This 
percentage has remained fai rly consistent over the cou rse of t he last 8 years, despit e the fact 
that American Indians comprised only 10.1% of the state's population . During SFY13, total 
expenditures fo r se rvices provided to American Indians, including services at the Ind ian Hea lt h 
Services, totaled $243. 2 mill ion. Approximately $72.1 mi llion of that was 100% federa lly 
funded. 

What is the Responsibility of Medicaid Recipients to Share in the Cost of Services? 

States have the option t o charge premiums and to establish out of pocket spend ing (cost 
sharing) requirements for Medicaid enrol lees. Out of pocket costs may include copayments, 
co insurance, deduct ibles, and other similar charges. Certain vu lne rable groups, such as children 
an d pregnant women, are exempt from most out of pocket costs, and co payments and 
co insurance cannot be charged for certa in services. In add ition, American Indians receiving 
services through IHS or upon IHS referral are exempt from copayments. Copayments are also 
wa ived fo r American Ind ians who have eve r received ca re or are eligible to receive ca re from 
IHS, Urban India n Hea lth or another Tribal faci li ty. 

As a result of South Dakota's limited eligibil ity policy, and the broad exemptions included in 
federal law, the state has a very low number of Medicaid enro llees t o whom copayments are 
applicable. 

Wit hin these parameters, South Dakota imposes sign ificant cost sharing requirements on its 
consumers t o promote the effi cient use of services. Examples of South Dakota Med ica id 
copayment amounts include the following : 

• Non-generic prescri ption drugs: $3 .30 

• Generic prescription drugs: $1.00 

• Du rable Medical Equ ipment : 5% 
• Non-emergency denta l services: $3 co-pay, $1,000 annual limit for adu lt s 

• In patient Hospital: $50 per admission 

• Non-emergency outpatient hospital services, which includes emergency room use for 
non-emergent care: 5% of bi lled charges, maximum of $50 
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Section 2: Medicaid Programs and Operations 

This section of t he report wil l provide genera l information relating to South Dakota's Managed 
Care Program, known as the Provider and Recipient in Medicaid Efficiency Program, or 
"PRIM E." Information on South Dakota's management of the Pharmacy program and other 
programs w il l also be provided, along with information related t o key operational act ivities. 

PRIME 

PRIME is South Dakota's primary care case management program, which consists of Primary 
Care Providers who re nder pr imary ca re and are responsible for managing the enrol lees' hea lth 
care in preauthorizing, locating, coordinating and referring visits to other Medicaid providers. 
Approximately 80% of South Dakota Medicaid consumers, includ ing ch ildren, low-income 
fami lies, pregnant wo men, and disabled recipients are requ ired to enroll in the program and 
choose one primary care provider (PCP) to be their health care case manager . 

Pursuant to th is program, participating primary care physicians (PCPs) are responsible for 
directi ng all Managed Care designated services, providing referrals fo r specified non-emergent 
specia lty and hospital services, and for guaranteeing 24 hou rs a day, 7 days a week access to 
med ical ca re. The PCPs are reimbu rsed under t he usual fee-for-service system. In add ition, 
PCPs receive a month ly case management fee of $3 .00 per member per month. Th is program is 
designed to improve access, avai labili ty, and conti nuat ion of care whi le reducing inappropriate 
util ization, over-uti li zat ion, and dupl icati on of Med ica l Assistance Program covered services 
while operating a cost-effective program. 
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PRIME Program Overview 

Managed Care Services - Referral/ Author ization is Non-Managed Care Services - Referral/Authorization is 

Required: NOT Requ ired: 

Physician/Clin ic Pharmacy 

Psychiatry/Psychology True Emergency Services 

NPs, PAs Family Planning 

Residential Treatm ent Denta I Services 

Nurse Midw ives Optometric (Routine eye care) 

Durable M edical Eq uipment Podiatry 

Ophtha lmology (not refractive) Ambulance/Transporta tion 

Thera py (Physical/Speech) Anesthesiology 

Community Mental Health Center Chiropractic 

Inpatient/Outpatient Hospital Services Independent Rad io logy/Patho logy 

Pregnancy Related Services Immunizations 

Ambulatory Surgica l Center Chemical Dependency Treatment 

Lab/ X-Ray Services (at another fac ility) *Independent Lab/ X-Rays (when sending samples or 

specimens to any outside facility for analysis only) 

Medicaid will only pay for medically necessary covered services authorized by the primary care provider. Managed 

care services provided which are not authorized are the recipient's responsibility to pay. 

Pharmacy Management Program 

South Dakota also aggressively manages the pharmacy benefit. This management approach 
includes a strong cl inical prior authorization process, as well as the uti l ization of a Pharmacy 
and Therapeutics (P& T) Committee and Drug Util izat ion and Review (DUR) Committee 
comprised of pharmacists and physicians. Members of both the P& T and DUR Committees have 
served for many years and have signif icant knowledge of the South Dakota marketplace. As a 
result of these activities, South Dakota's generic uti lization is approximately 82%. High 
uti lization of generic drugs, which are typical ly much less expensive than brand drugs, is 
general ly considered evidence of successful management programs. South Dakota continues to 
aggressively pursue generic drug ut il ization and has seen a 3 percent increase in generic drug 
use over t he past 12 months. 
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Graph 5: Generic vs. Brand Name Drug Utilization, July 2012 - June 2013 
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Home and Community Based Services (HCBS) 

South Dakota Medicaid also provides home and community-based service options to ind ividuals 
60 years of age and older and 18 years of age and older with qualifying disabil iti es who meet 
financia l and level of care eligib ility requi rements. The focus of these services is to enable these 
South Dakotans to live independent and meaningful lives whi le maintaining close family and 
commun ity ties. The home and community based waiver program promotes in -home and 
community-based services to prevent or delay premature or inappropria t e institutionalization . 

Services available under the HCBS Waiver include: 

• Homemaker Services 

• Personal Care Services (Bathing and 
Personal Hygiene) 

• In-home Nursing Services 

• Adul t Day Services 

• Personal Emergency Response 
Systems 

• Meals and Nutritional Supplements 
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• Specialized Medical 
Equipment/Supplies including 
Tele health 

• Medication Administration Devices 

• Respite Care 
• Adult Companion Services 

• Envi ronment al Accessibility 
Adaptations 

• Assisted Living Services 



      

Effect ive October 1, 2011, the Centers for Medicare and Med icaid Services (CMS) approved the 
five-yea r renewa l of the HCBS Waiver operated by the Division of Adu lt Services and Aging. 
Home and community-based services are instrumental to reducing nursing home utilization and 
to improving the quality of independent living for aging seniors. 

Providing services under the Waiver are proven to be cost-effective. The following tables 
(Tables 4 - 6) reflect the average monthly expenditures provided per cl ient under the Title XIX 
In-Home Waiver {$634.00 in SFY2013) and Assisted Living Waiver ($976.77 in SFY2013) 
compared to $3,284.89 during the same t imeframe uti l izing Nursing Home services. 

Table 4. Title XIX In-Home Waiver 

State Fiscal 11 Fiscal Year Monthly 11 Fiscal Year 11 Average Monthly 
Year Average aients I Expenditures Expenditure Per Client 

2011 198 $923,235 $389.00 

2012 474 $1,720,017 $302.00 

2013 407 $3,096,654 $634.00 

Table 5. Title XIX Assisted Living Waiver 

2011 706 $8,479,535 $1,000.90 

2012 689 $8,268,237 $1000.03 

2013 662 $7,759,493 $976.77 

Table 6. Nursing Home Services (DSS Only) 

State Fiscal I I Fiscal Year Monthly 11 Fiscal Year I I Average Monthly 
- ~ g~ xp~ xpenditurePerClient _ 

2011 3,501 $139,519,967 $3,320.96 

2012 3,402 $135,479,618 $3,3 18.63 

2013 3,360 $132,446,931 $3,284.89 
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The next gra ph illustrates a decl ine in the number of authorized nursing home res idents who 
are el igible for Tit le XIX during the period of July 2010 to June 2013. 

Graph 6. Authorized Nursing Home Clients, July 2010- June 2013 
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Utilization Review Program 

Medica id services are subject to uti lization review by cl inical professionals wi th in South 
Dakota's Medicaid Program. Th e purpose of the uti lization review program is to safeguard 
against unnecessary and inappropriate med ical care rendered to Med ica id recipients. Medical 
services and/or reco rds are reviewed for medical necessity, qual ity of care, appropriateness of 
place of service and length of stay (inpatient hospita l). In addi t ion, util ization data is used to 
identify the need for provider educationa l efforts, policy clarifications, or possib le program 
integrity review efforts. 

Program Operations 

Provider Enrollment 

Providers must meet a number of federal and state requi rements in order to enrol l as Medica id 
providers and make updates to that information in order to remain an eligible provider. By t he 
end of FY 2013, there were more t han 14,000 providers enro lled in the program. 
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Claims Processing 

South Dakota operates its own cl aims processing and management information system. This 
system is highly effective in making accu rate payments, as demonstrated by a recent federa l 
error rate measurement (see page 22), wh ich was the lowest error rate in the nation. The 
system also processes payment s in a timely fash ion. On average, claims are paid w ith in fou r 
days. 

In FY 2013, South Dakota's system : 
• Processed more t ha n 4.8 mil lion cla ims; 

• Answered more than 83,890 calls from providers. 

Rate Setting 

The Department of Social Services is also responsible for setting payment rates for a la rge 
number of Med ica id providers, including hospitals, outpatient faci lities, nursing homes, 
federal ly-qual ified health cl inics, and behavioral health providers, among many others. 

South Dakota has adopted a DRG (D iagnostic Related Group) payment methodology fo r the 
majority of inpatient-hospital expenditures. Under the DRG system, hospitals are reimbursed 
based on the principal diagnosis or cond ition requiring the hospital admission . The DRG system 
is designed to classify pat ients into groups that are clinica lly coherent with respect to the 
amount of resources requi red to t reat a patient with a specific diagnosis. Appl icable add itional 
payments are added for capita l, med ical educat ion, and outliers. Hospitals wit h lower numbers 
of Med ica id discharges are reimbursed on a percentage of bil led charges. Outpatient hospita l 
services are re imbursed 011 a percentage of billed charges. 

Other provider types are reimbursed using standard ized fee schedules (e.g. physicians) or are 
reimbursed based on cost reports submitted by providers (e.g. nursing faci lit ies). 

Health Information Technology 

South Dakota Medicaid has reached $20 M il lion dol lars in funds pa id to el igible provide rs and 

eligible hospitals as pa rt of the Elect ron ic Health Records (EHR) Payment Program since it s 

inception in late 2011. Estab lished by the Hea lth Information Techno logy for Economic and 

Clinical Health (H ITECH) Act of 2009, t he Med icaid EH R Incent ive Payment Program provides 

incentive payments for eligible providers fo r the adoption and meaningful use of certi fied 

Electron ic Health Records . 

Phase one allows eligible hospitals including acute ca re and chi ldren's hospitals and eligible 

providers to register for the South Dakota program. El igible hospita ls must register before 

December 31, 2013 in order to receive a payment for 2013. Physicians, certified nurse 
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midwives, dentist s, nurse practitioners, and some physician ass ist ants are el igible professionals 

who have until Ma rch 30, 2014 to registe r to receive their 2013 incentive payment . 

The progra m makes a series of payments to eligible providers based on t he providers meeting 

an d demonstrati ng t he program objectives. Many South Dakota providers are receiving their 

second payments by demonstrating meaningfu l use of t heir EHR systems. 
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Section 3: Program Integrity 

Third Party Liability 

As a cond ition of receiving Medicaid benefi t s, reci pients agree to al low Med ica id to seek 
payment from available t hird party health care resources on thei r behalf. All other thi rd party 
resou rces must be used before Med ica id dollars are spent. These resources, such as health and 
casua lty insurance and Med icare, are important means of keeping Med icaid costs as low as 
possible. During SFY13, more t han $8.3-million in third party l iabi lity was recovered. 

Fraud and Abuse 

South Dakota ut il izes a number of approaches to ma inta in prog ra m integr ity and prevent fra ud 
an d abuse that includes both internal and exte rna l approaches, as described below. 

I nte rna I a pp roaches: 

• Surveillance and Utilization Review Unit: This federally mandated review process 
conducts post-payment provider reviews. 

• Quality Improvement Organization: This program reviews inpatient hospital cla ims to 
insure qual ity of services and correct cod ing. 

• Office of Recoveries and Fraud Investigations: This division conducts investigations of 
recipient fraud and recovers payments from t hird party liabil ity sources . 

• Drug Utilization Review: In partnership w ith Sout h Dakota State Un ive rsi ty, t his 
program conducts a retrospective review of recipients' drug claims and provides 
education to physicians. 

External approaches: 

• Medicaid Integrity Contractors: This program involves federal contractors conducting 
independent aud its of providers . 

• Payment Error Rate Measurement Program {PERM): This federal program involves the 

review of medical records, eligibil ity records, and paid claims by cont ractors . In its most 

recent review (2011), South Dakota had the lowest error rate of the 17 states reviewed 

for claims payment, data processing, eligibil ity and medical records review. 
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• Medicaid Fraud Control Unit: Locat ed in The South Dakot a Atto rney General's Office, in 
FFY 2012 this department recovered more than $7,330,000 from global pharmaceutical 
manufactu rer settlements, an d nearly $235,000 from provider fraud recoveries. 

What is the Payment Error Rate Measurement Program (PERM)? The Federal PERM program 

measu res improper payments in Med ica id and CHIP and produces erro r rat es for each 

program. The error rates are based on reviews ofthe fee-for-service (FFS), managed care, and 

el igibil ity components of t he programs in the fiscal year (FY) under review. The erro r rat e is a 

measu rement of payments made that did not meet statutory, regulatory or administrative 

requi rements. During its most recent review period (2011), of the 17 states reviewed, South 

Dakota had t he lowest claims payment, data processing, and medical records review error 

rate of 1.2% and the lowest eligibility determination error rate 0.0%. 
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Append ix A: Pe rson eligible for Medica l Services by Cou nty, Fisca l Year 2013 

Average Monthly Est. 2012 Percent of 
County . . . 

Ehgibles Census Population 

Auro ra -
Beadle 

Bennett -Bon Homme 

Brookings -Brown 

Brule -
Buffalo -Butte 

_fampbell 

Charles Mix 

Clark 

Clay 

Codington 

Co rson 

County N/A -Custer 

Davison -
Day 

Deuel 

f! ewey 

Douglas 

Edmunds -Fall Rive r 

Faulk 

Grant 

Gregory 

Haakon 

Ham li n 

Hand 

Hanson 

~ ding 

~ ghes 
Hutchinson 

Hyde 

Jackson -
Jerauld 

Jones -Kingsbury 

Lake -
Lawrence 

Li ncoln -
Lyman -

247 

3,469 

1,443 

628 

2,186 

4,159 

698 

823 

1,700 

69 

2,244 

323 -
1,479 

3,173 

1,627 

1,760 

686 

2,525 -
715 

363 

2,340 

270 

291 

885 

173 

730 

670 

147 

757 

242 

178 

54 -
2,024 

650 

114 

943 

189 

117 

444 

949 

2,497 

1,846 

881 -

2,742 

17,753 

3,436 

7,029 

32,629 

37,331 

5,293 

2,020 

10,228 

1,396 

9,216 

3,585 

14,131 

27,606 

4,077 

N/A 
8,339 

19,769 

5,613 

4,380 

5,538 

2,970 

4,026 

6,971 

2,377 

7,259 

4,265 

1,939 

5,918 

3,388 

3,377 

1,316 

17,450 

7,187 

1,437 

3,191 

2,047 

1,013 

5,220 

11,771 

24,397 

48,296 

3,789 

--

--

--

--
--
--

--
--
--
--

--

--
--

--

--

--

--
--

--

--
--

--
--

9.0% 

19.5% 

42.0% 

8.9% 

6.7% 

11.1% 

13.2% 

40.7% 

16.6% 

4.9% 

24.3% 

9.0% 

10.5% 

11.5% 

39.9% 

N/A 

8.2% 

12.8% 

12.7% 

8.3% 

42.3% 

9.1% 

7.2% 

12.7% 

7.3% 

10.1% 

15.7% 

7.6% 

12.8% 

7.1% 

5.3% 

4.1% 

11.6% 

9.0% 

7.9% 

29.6% 

9.2% 

11.5% 

8.5% 

8.1% 

10.2% 

3.8% 

23.3% 



      

Marshall 373 4,671 8.0% 

McCook 621 5,610 11.1% --
McPherson 201 2,439 8.2% - - --
Meade 2,278 26,052 8.7% 

Mellette 740 2,101 35.2% - -
Miner 207 2,326 8.9% 

Min nehaha 23,699 175,037 13.5% - --
Moody 646 6,446 10.0% --
Pennington 15,599 104,347 14.9% -Perkins 260 3,037 8.6% --
Potter 173 2,359 7.3% -
Roberts 2,124 10,303 20.6% - --
Sanborn 234 2,324 10.1% --
Shannon 7,415 14,059 52.7% --
Spi nk 790 6,611 11.9% --
Stanley 242 2,969 8.2% 

Su lly 45 1,427 3.2% --
Todd 5,211 9,942 52.4% -
Tripp 1,031 5,485 18.8% --
Turner 791 8,308 9.5% -
Union 1,085 14,855 7.3% - --
Wa lworth 879 5,459 16.1% 

Yankt on 2,730 22,603 12.1% --
Ziebach 1,048 2,869 36.5% 

Totals 116,128 833,354 13.9% 


