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Toby Douglas

Director, Department of Health Care Services
1501 Capital Ave, MS 0000
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Sacramento, CA 99859-7413

Dear Mr. Douglas:

I am writing to inform you that the Centers for Medicare & Medicaid Services has approved your
requests to amend California’s section 1115(a) demonstration (11-W-00193/9), entitled
“California Bridge to Reform Demonstration,” to extend the Community-Based Adult Services
(CBAS) program and to enroll Seniors and Persons with Disabilities (SPD) in managed care
models in rural counties. Approval of these amendments is under the authority of section 1115(a)
of the Social Security Act, and is effective from the date of this letter through the end of the
demonstration period.

The CBAS amendment enables the state to continue providing the CBAS adult day health benefits
through a managed care plan to Medi-Cal beneficiaries (including dual eligibles) who are found to
meet a Nursing Facility level of care, including individuals with mental illness, traumatic brain
injury, or developmental disabilities. To ensure meaningful access to CBAS services, plan
payments must be sufficient to enlist enough providers so that care and services are available
under the plan at least to the extent that such care and services were available to the respective
Medi-Cal population as of April 1, 2012. As provided in the Special Terms and Conditions, the
state will monitor access to and utilization of CBAS services received by beneficiaries. As we
discussed, we will work with you to strengthen the program integrity oversight of the delivery of
these important services, coordination with Medicare benefits and with other providers, and
assuring the continued availability of CBAS to beneficiaries. This amendment will allow the state
to continue to provide unbundled services to the CBAS population. As noted in our temporary
extension approval letter on August 1, 2014, this extension does not include the Enhanced Case
Management (ECM) benefit. The end date for ECM was August 31, 2014.

The SPD amendment authorizes the expansion of the demonstration’s managed care models to
nineteen (19) rural counties for SPD beneficiaries, beginning on December 1, 2014. The revised
special terms and conditions (STCs) describe notice requirements and monitoring standards to help
ensure a smooth transition of these beneficiaries from fee-for-service to managed care.
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CMS approval of this California Bridge to Reform demonstration amendment is conditioned on
continued compliance with the enclosed set of STCs defining the nature, character, and extent of
anticipated federal involvement in the project. The award is subject to your written
acknowledgement of the award and acceptance of the STCs within 30 days of the date of this
letter.

A copy of the revised STCs and the expenditure authorities is enclosed. The waivers for this
demonstration are unchanged by this amendment, and remain in force; a copy of the waiver list is
also enclosed.

Your project officer for this demonstration is Ms. Mehreen Hossain. She is available to answer
any questions concerning your section 1115 demonstration and this amendment. Ms. Hossain’s
contact information is:

Center for Medicare & Medicaid Services
Center for Medicaid & CHIP Services
Mail Stop: S2-01-16

7500 Security Boulevard

Baltimore, MD 21244-1850

Telephone: (410) 786-0938

Facsimile: (410) 786-5882

E-mail: Mehreen.Hossain@cms.hhs.gov

Official communications regarding official matters should be sent simultaneously to Ms. Hossain
and Ms. Hye Sun Lee, Acting Associate Regional Administrator for the Division of Medicaid and
Children’s Health in our San Francisco Regional Office. Ms. Lee’s contact information is as
follows:

Ms. Hye Sun Lee

Acting Associate Regional Administrator

Division of Medicaid and Children’s Health Operations
90 Seventh Street, Suite 5-300 (5W)

San Francisco, CA 94103-6706

If you have any questions regarding this approval, please contact Mr. Eliot Fishman, Director,
Children and Adults Health Programs Group, Centers for Medicaid & CHIP Services at (410) 786-
5647.
Sincerely,
Is/
Cindy Mann

Director

Cc: Hye Sun Lee, Acting ARA Region 1X
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CENTERS FOR MEDICARE & MEDICAID SERVICES

EXPENDITURE AUTHORITY
NUMBER: 11-W-00193/9
TITLE: California Bridge to Reform Demonstration
AWARDEE: California Health and Human Services Agency

Under the authority of section 1115(a)(2) of the Social Security Act (the Act), expenditures made
by California for the items identified below, which are not otherwise included as expenditures
under section 1903 of the Act shall, for the period of this demonstration, be regarded as
expenditures under the State’s title XIX plan. The expenditure authority period of this
demonstration is from the effective date identified in the demonstration approval letter through
December 31, 2013, except that the expenditure authority for the SNCP Uncompensated Care,
Delivery System Reform Incentive Pool (Item I.c below.) and Designated State Health Care
Programs (Item 1.b below) extends through October 31, 2015, and the expenditure authority for
the SNCP Uncompensated Care for certain services for Indian Health Service (IHS) and tribal
facilities (Item 1.f.2 below) extends through December 31, 2014.

The following expenditure authorities shall enable California to implement the California Bridge
to Reform Demonstration. There are additional individual limitations on expenditure authorities
as outlined below.

I. SAFETY NET CARE POOL PROGRAM

Subject to an overall cap on the Safety Net Care Pool (SNCP), the following expenditure
authorities are granted for the period of the Demonstration:

Provider and Program Support: Authority for (a) (b), and (c) shall apply from the
effective date identified in the demonstration approval letter through October 31, 2015.

a. Uncompensated Care. Expenditures for care and services that meet the definition of
‘medical assistance’ contained in section 1905(a) of the Act that are incurred by
hospitals, providers and clinics for uncompensated medical care costs of medical
services provided to Medicaid eligible or uninsured individuals, and to the extent that
those costs exceed the amounts paid to the hospital pursuant to section 1923 of the
Act.

b. Designated State Health Care Programs (DSHP). Expenditures for DSHP, which
are otherwise state-funded programs that provide services as specified in the funding
and reimbursement protocol for the SNCP.

1. Expenditures for medical care under:
I.  Breast and Cervical Cancer Treatment Program (BCCTP);
ii.  Medically Indigent Adults/Long Term Care (MIA/LTC) Program;
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iii.  California Children’s Services (CCS) Program, individuals in the
Medicaid State plan are excluded;
iv.  Genetically Handicapped Persons Program (GHPP);
v.  Expanded Access to Primary Care (EAPC); and
vi.  AIDS Drug Assistance Program (ADAP).
vii.  Departmental of Developmental Services (DDS)
viii.  County Mental Health Services
2. Expenditures for workforce development programs related to medically
disadvantaged service areas:
i.  Office of Statewide Health Planning & Development
a. Song Brown HealthCare Workforce Training
b. Health Professions Education Foundation Loan Repayment
c. Mental Health Loan Assumption.
d. Training program for medical professionals at CA Community
Colleges, CA State Universities, and the University of California.

c. Delivery System Reform Incentive Pool. Expenditures for incentive payments from
a Delivery System Reform Incentive Pool and from July 1, 2012, through December
31, 2013, expenditures for incentive payments for the HIV Transition Projects
defined in STC 39.c.v. of the Delivery System Reform Incentive Pool.

d. New Health Care Coverage Initiative (HCCI) Recipient: From July 1, 2011
through December 31, 2013, expenditures for New HCCI Recipients defined in
Paragraphs 39 and 52 of the STCs who have family incomes above 133 through 200
percent of the FPL based on available funding as described in the Safety Net Care
Pool STCs.

e. Existing Health Care Coverage Initiative (HCCI) Recipient: From the effective
date identified in the demonstration approval letter through December 31, 2013,
expenditures for Existing HCCI Recipients defined in Paragraphs 39 and 52 of the
STCs whose family income is above 133 through 200 percent of the FPL, based on
available funding as described in the Safety Net Care Pool STCs.

f. Uncompensated care for Indian Health Service (IHS) and tribal facilities:
Expenditures for supplemental payments to participating IHS and tribal facilities to
take into account the burden of:

1) uncompensated primary care services furnished to uninsured individuals with
incomes up to 133 percent of the Federal Poverty Line (FPL) who are not enrolled in
a Low-Income Health Program (LIHP);and

2) uncompensated services for which Medi-Cal coverage was eliminated by SPA 09-
001, furnished to such uninsured individuals and to individuals enrolled in the Medi-
Cal program.

Computation of such payments shall be based on the applicable published IHS
encounter rate.
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. DEMONSTRATION POPULATION

A. New and Existing Medicaid Coverage Expansion (MCE) Recipient: From the
effective date identified in the demonstration approval letter through December 31, 2013,
expenditures for medical assistance furnished to individuals who meet county residency
requirements of a participating county, U.S. citizenship or qualified alien requirements,
are not eligible for Medicaid or CHIP, are not pregnant, are between 19 and 64 years of age,
have family incomes at or below a county-established standard that shall not exceed 133 percent
of the FPL.

B. Healthy Family Program (HFP) Transition Children and New Enrollees: Effective
January 1, 2013 through no later than December 31, 2013, expenditures for medical assistance
furnished to uninsured children with family income up to 250 percent of the FPL not otherwise
eligible under the state plan who are either: a) transition children previously enrolled in the state’s
separate CHIP who meet the conditions for phased-in enrollment in the demonstration population
described in Section XVIII.E of the STCs; or b) new enrollees who would otherwise meet the
eligibility criteria for enrollment in the state’s approved separate CHIP.

I1l.  Expenditures Related to Delivery Systems for the Low Income Health Populations.

A. Expenditures under contracts with county-based delivery systems that do not meet the
requirements in section 1903(m)(2)(A) of the Act regarding managed care
organizations (MCOs), specified below. The county-based delivery systems providing
services under this demonstration shall meet all requirements of section 1903(m)(2)(A)
except the following:

1. Section 1903(m)(2)(A)(vi) insofar as it requires compliance with section 1932(a)(4)
of the Act regarding the ability of enrollees to disenroll from a managed care entity.
Enrollees’ right to disenroll from a county-based delivery system will be restricted
to the conditions detailed within STC paragraph 66 entitled “Disenrollment of
Recipients.”

2. Section 1903(m)(2)(A)(xii) but only insofar as it requires compliance with section
1932(a)(3)(A) in counties without health-insuring organizations by offering a
choice of at least two managed care organizations to enrollees. Enrollees shall have
a choice of at least two primary care providers, and may request change of primary
care provider at least at the times described in Federal regulations at 42 CFR
438.56(c).

3. Section 1903(m)(2)(A)(xii) but only insofar as it requires compliance with section
1932(b)(2) regarding payment of emergency services furnished by non-contracted
providers. Payments made by county-based delivery systems for out-of-network
emergency services may differ from the requirements in statute.

4. Section 1903(m)(2)(A)(xii) but only insofar as it requires compliance with section
1932(b)(5) regarding network adequacy. The State will be required to ensure that
county-based delivery systems comply with the network adequacy requirements set
forth in the STCs.

5. Section 1903(m)(2)(A)(xii) but only insofar as it requires compliance with section
1932(c)(1) and Federal regulations at 42 CFR 438.200-204 regarding development
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of a State quality strategy. The State will not be required to develop a quality
strategy but will be required to ensure that county-based delivery systems comply
with the standards and requirements set forth in the STCs.

6. Section 1903(m)(2)(A)(xii) but only insofar as it requires compliance with section
1932(c)(2) regarding an external independent review of managed care activities.
The State will not be required to provide for an external quality review of county-
based delivery systems.

7. Section 1903(m)(2)(A)(xii) but only insofar as it requires compliance with section
1932(d)(2) regarding marketing restrictions. The county-based delivery systems do
not have to comply with the limitations on marketing activities.

IV. Expenditures Related to Community Based Adult Services (CBAS)
A. CBAS Benefits — From April 1, 2012 through October 31, 2015, expenditures for
CBAS services furnished to individuals who meet the level of care or other
qualifying criteria.

Title XI1X Requirements not Applicable

All requirements of the Medicaid program expressed in law, regulation, and policy statement,
not expressly identified as not applicable in the list below, shall apply to expenditures for the
Low Income Health (HCCI and MCE) populations.

1. Reasonable Promptness Section 1902(a)(8) only waived for purposes below

To enable individual counties to cap enrollment and maintain waiting lists for applicants.
2.  Amount, Duration, and Scope of Services Section 1902(a)(10)(B)

To enable California to vary the level of benefits to individuals within each demonstration
population by county and to provide benefit packages in the Low Income Health program

that differ from the state Plan benefit package and vary among the Low Income Health
program.

3. Cost Sharing Requirements Section 1902(a)(14) insofar
as it incorporates Section 1916

To enable California to impose premiums, enrollment fees, deductions, cost sharing, and

similar charges that exceed the statutory limitations to individuals enrolled in the Low
Income Health program.

4. Retroactive Eligibility Section 1902(a)(34)
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To enable California to waive or modify the requirement to provide medical assistance for
up to three months prior to the date that an application for assistance is made for the Low
Income Health program.

5. Early Periodic Screening Diagnosis and Treatment (EPSDT) Section 1902(a)(43)
To the extent necessary to enable the State to not provide coverage of early and periodic

screening, diagnostic and treatment services to 19- and 20-year-old individuals in the Low
Income Health program.

6. Comparability Section 1902(a)(17)

To permit the state to apply differences in eligibility standards among counties for the Low
Income Health program.

7. Single State Agency Section 1902(a)(5)

To the extent necessary to enable the California to allow county health department
employees to determine eligibility for the Low Income Health program.

8. Periodic Redeterminations of Medicaid Eligibility Section 1902(a)(17)

To the extent necessary to enable the counties to not to perform redeterminations for Low
Income Health program beneficiaries between October 1, 2013 and December 31, 2013.

California Bridge to Health Reform
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CENTERS FOR MEDICARE & MEDICAID SERVICES
SPECIAL TERMS AND CONDITIONS

NUMBER: 11-W-00193/9
TITLE: California Bridge to Reform Demonstration

AWARDEE: California Health and Human Services Agency

l. PREFACE

The following are the Special Terms and Conditions (STCs) for California’s Bridge to Reform
section 1115(a) Medicaid Demonstration (hereinafter “Demonstration”), to enable the California
Health and Human Services Agency (State) to operate this Demonstration, The Centers for
Medicare & Medicaid Services (CMS) has granted waivers of statutory Medicaid requirements
permitting deviation from the approved State Medicaid plan, and expenditure authorities
authorizing expenditures for costs not otherwise matchable. These waivers and expenditure
authorities are separately enumerated. These STCs set forth conditions and limitations on those
waivers and expenditure authorities, and describe in detail the nature, character, and extent of
Federal involvement in the Demonstration and the State’s obligations to CMS during the life of
the Demonstration.

The periods for each Demonstration Year (DY) will consist of 12 months with the exception
of DY 6, which will be eight months, and DY 10 which will be 16 months. The periods are:
DY 6 November 1, 2010 through June 30, 2011

DY 7 July 1, 2011 through June 30, 2012

DY 8 July 1, 2012 through June 30, 2013

DY 9 July 1, 2013 through June 30, 2014

DY 10 July 1, 2014 through October 31, 2015

The STCs related to the programs for those State Plan and Demonstration Populations affected
by the Demonstration are effective from the date identified in the CMS Demonstration approval
letter through October 31, 2015 except for the Low Income Health Program (the Medicaid
Coverage Expansion and the Health Care Coverage Initiative) that will be effective through
December 31, 2013.

The STCs have been arranged into the following subject areas:
I.  Preface
Il.  Program Description and Historical Context
1. General Program Requirements
IV.  General Reporting Requirements
V.  General Financial Requirements
A. Payments for Medicaid-Eligible Patients
B. Safety Net Care Pool
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C. Funding Limitations on the LIHP - Health Care Coverage Initiative (HCCI)
VI.  State Plan and Demonstration Populations Affected by the Demonstration;
VII.  Demonstration Delivery Systems

VIII.

moow>

Operation of Demonstration Programs

Low Income Health Program (LIHP)

Managed Care Delivery Systems for Seniors and Persons with Disabilities (SPD)
Community Based Adult Services and Enhanced Case Management

California Children Services

Healthy Families Program Children Transitioning to Medicaid Expansion

Demonstration
F. 2013 Managed Care Expansion
IX.  Other Administrative Requirements
X.  General Financial Requirements Under Title XIX
XI.  Monitoring Budget Neutrality for the Demonstration

Additional attachments have been included to provide supplementary information and guidance

for specific STCs.

Attachment A.
Attachment B.
Attachment C.

Attachment D.
Attachment E.
Attachment F.

Attachment G.
Attachment H.
Attachment I.
Attachment J.
Attachment K.

Attachment L.
Attachment M.
Attachment N.
Attachment O.
Attachment P.

Attachment Q.
Attachment R.
Attachment S.
Attachment T.
Attachment U.

Critical Path for SPD Enrollment form (reserved)

SPD Discharge Planning Checklist form (reserved)

Government Hospitals to be Reimbursed on a Certified Public Expenditure
(CPE) Basis

Additional Cost Elements for Government-Operated Hospitals Using CPE Methodology
Inpatient Hospital Component

Funding and Reimbursement Protocol for Medicaid Inpatient Hospital
Cost, Disproportionate Share Hospital Uncompensated Care Cost, and
Safety Net Care Pool Hospital Uncompensated Care Cost Claiming

Low Income Health Program

Accounting Procedures

Quarterly Report Guidelines

Administrative Cost Claiming Protocol

Reserved Budget Neutrality Projections and Allotment Neutrality
Requirements

Managed Care Enrollment Requirements

Geographic Distribution and Delivery System Model

Capitated Benefits Provided in Managed Care

County Listing for SPD Enrollment

Delivery System Reform Incentive Payments (DSRIP) Program Funding
and Mechanics Protocol

Delivery System Reform Incentive Payments (DSRIP) Metrics
(Reserved)

Healthy Families Transition to MediCal

2013 Managed Care Expansion Monitoring Elements

Coordinated Care Initiative (CCI) Enrollment Timeline by Population and
County
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Attachment V. Coordinated Care Initiative (CCI) Monitoring Elements
Attachment W. Community-Based Adult Services (CBAS) Provider Standards of
Participation

1. PROGRAM DESCRIPTION AND HISTORICAL CONTEXT

With the approval of the State’s section 1115(a) Demonstration in September 2005, the State was
provided the authority to receive federal matching funding for a Safety Net Care Pool (SNCP)
through which the State made total computable payments of up to $1.532 billion per year for 5
years (total of $7,660,000,000) for medical care expenditures for the uninsured and for the
expansion of health care coverage to the uninsured. Of this annual $1.532 billion total
computable expenditure, $360 million (total computable) per year was defined as “restricted use
SNCP funds,” and federal matching was conditioned on the State meeting specified milestones.
In Demonstration Years 1 and 2 the restricted use funds were tied to goals associated with the
expansion of managed care to the Aged, Blind, and Disabled population in the State. The State
failed to meet these milestones. In Demonstration Years 3, 4, and 5 the restricted use funds were
tied to goals for expansion of health care coverage to uninsured individuals.

In October 2007, the State (for Demonstration Years 3, 4 and 5) amended the Demonstration to
meet the milestones for coverage expansion through the development and implementation of a
Health Care Coverage Initiative (HCCI) that expanded coverage options for uninsured
individuals in the State. The State designed the HCCI to utilize existing relationships between
the uninsured and safety net health care systems, hospitals, and clinics and has been constructed
to:
e Expand the number of Californians who have health care coverage;
e Strengthen and build upon the local health care safety net system, including
disproportionate share hospitals, and county and community clinics;
e Improve access to high quality health care and health outcomes for individuals; and.
e Create efficiencies in the delivery of health care services that could lead to savings in
health care costs.

During SFY 2009, California reported that it began to experience significant fiscal difficulties
that impacted the Medi-Cal program, and the safety net health care system in the State. In July,
2009 the State requested amendments to the STCs in order to: 1) reflect the American
Reinvestment and Recovery Act (ARRA) FMAP rates for Safety Net Care Pool (SNCP)
expenditures; 2) expand the Health Care Coverage Initiative (HCCI), and 3) include in the
Demonstration certain previously State-only funded health care programs. This amendment was
approved by CMS effective February 1, 2010.

The July 2009 amendment request also included a proposal for CMS to recognize a new set of
milestones in Demonstration Year (DY) 5. These milestone programs included: disease
management pilot programs; and care coordination programs. In exchange for the State
achieving various enrollment goals in the stated milestone programs, California proposed that
CMS include in the Demonstration an array of Designated State Health Programs (representing
$720 million total computable expenditures in Demonstration Year 5).
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On June 3, 2010 the State submitted a section 1115 Demonstration proposal as a bridge toward
full health care reform implementation in 2014. The States proposal seeks to: phase in coverage
in individual counties for adults aged 19-64 with incomes at or below 133 percent of the federal
poverty level (FPL), who are eligible under the new Affordable Care Act State option and adults
between 133 percent - 200 percent of the FPL who are not otherwise eligible for Medicaid;
expand the existing Safety Net Care Pool (SNCP) that was established to ensure continued
government support for the provision of health care to the uninsured by hospitals, clinics, and
other providers; implement a series of infrastructure improvements through a new funding sub-
pool, that would be used to strengthen care coordination, enhance primary care and improve the
quality of patient care; create coordinated systems of care for Seniors and Persons with
Disabilities (SPDs) in counties with new or existing Medi-Cal managed care organizations
through the mandatory enrollment of the population into Medicaid managed care plans.

On January 10, 2012 the State submitted an amendment to the Demonstration which was
approved on March 31, 2012, to provide an outpatient, facility-based program that delivers
skilled nursing care, social services, therapies, personal care, family/caregiver training and
support, meals, and transportation to Medi-Cal beneficiaries enrolled in a managed care
organization. The demonstration amendment will research and test whether individuals enrolled
in CBAS who have an organic, acquired, or traumatic brain injury and/or chronic mental illness,
maintain or improve the status of their health. Some beneficiaries who previously received adult
day health care (ADHC) services (which will no longer be offered as an optional benefit under
the State Plan) and, because a difference in the level of care criteria, will not qualify for CBAS
services will instead receive a more limited “Enhanced Case Management” (ECM) benefit.
ECM is a service that provides person centered planning including coordination of medical,
social, and education supports.

Effective with the June 28, 2012 approval the State and CMS revised the demonstration to
include the following amendments:

e A Reallocation of Funds to Safety Net Uncompensated Care Pool - On July 22, 2011 the
State submitted an amendment to the Demonstration to increase authorized funding for
the Safety Net Care Uncompensated Care Pool for Demonstration Year in DY 7 by the
amount of authorized but unspent funding for the Health Care Coverage Initiative (HCCI)
and Designated State Health Programs (DSHP) in DY 6.

e A Reallocation of Funds to Safety Net Uncompensated Care Pool - On May 2, 2012 the
State submitted an amendment to the Demonstration to reallocate authorized funding for
the Health Care Coverage Initiative (HCCI) to the Safety Net Care Uncompensated Care
Pool for Demonstration Year (DY) 7;

e HIV Transition Program in the Delivery System Reform Incentive Pool (DSRIP) — On
September 12, 2011, the State submitted a concept paper and on June 22, 2012, the State
submitted a formal amendment to establish an HIV Transition Incentive Program within
the Delivery System Reform Incentive Pool (DSRIP) under the Demonstration to
establish “Category 5” HIV Transition projects to develop programs of activity that
support efforts to provide continuity of quality care, care coordination, and coverage
transition for LIHP enrollees with HIV; and
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¢ Revisions to the budget neutrality agreement to correct errors in Demonstration
expenditures.

In addition, on October 30, 2012, the state submitted an amendment request approved on
December 31, 2012 to transition the Healthy Families Program beneficiaries to the Medi-Cal
program beginning on January 1, 2013. Children enrolled in the HFP will be transitioned into the
Medi-Cal’s Optional Targeted Low-Income Children’s (OTLIC) Program), where they will
continue to receive health, dental, and vision benefits. The OTLIC Program covers children with
family incomes up to and including 250 percent of the federal poverty level.

On March 1, 2013 the state submitted a request to amend the demonstration to provide that the
Department of Health Care Services (DHCS) shall make supplemental payments to Indian
Health Service (IHS) and tribal facilities to recognize the burden of uncompensated care costs
and support the overall IHS and tribal health care delivery system. Payments will be based on
the costs of qualifying uncompensated encounters, using the published Indian Health Service
(IHS) encounter rate to determine cost. Qualifying uncompensated encounters will be primary
care encounters furnished to uninsured individuals with incomes up to 133 percent of the Federal
Poverty Level (FPL) who are not enrolled in a California County Low Income Health Program
(LIHP) and uncompensated costs of furnishing services that had been covered under Medi-Cal as
of January 1, 2009 to such uninsured individuals and to Medi-Cal beneficiaries. The purpose of
the demonstration would be to determine if these supplemental payments maintain or increase
the availability of primary care services for Medicaid beneficiaries in 2014,

On April 29, 2013 the State submitted an amendment to the Demonstration to increase
authorized funding for the Safety Net Care Uncompensated Care Pool for DY 8 and DY 9 by the
amount of authorized but unspent funding for the Health Care Coverage Initiative (HCCI) in DY
8 and DY 9 respectively. If the available SNCP Uncompensated Care expenditures in DY 8 or
DY are not sufficient to fully claim the reallocated funds, those funds will be made available for
claiming in later demonstration years notwithstanding the total computable annual limits
specified in STC 39.

On May 3, 2013 the state submitted a request to amend the demonstration pursuant to Assembly
Bill 1467 (Chapter 23, Statutes 2012). The 2012-13 State budget authorized the expansion of
Medi-Cal managed care to Medi-Cal beneficiaries residing in 28 California counties (hereafter
referred to as the “2013 managed care expansion™). No earlier than September 1, 2013,
approximately 102,000 Medi-Cal beneficiaries will transition from FFS to the COHS model of
Medi-Cal managed care in 8 counties, and no earlier than November 1, 2013, approximately
176,000 Medi-Cal beneficiaries will transition from FFS to a non-COHS model of Medi-Cal
managed care in the remaining 20 counties (subject to CMS approval of the applicable managed
care contracts and the state’s compliance with these special terms and conditions). Seniors and
persons with disabilities in non-COHS counties will not be required to enroll in managed care,
but they will have the option to enroll in managed care on an “opt-in” basis.

On June 18, 2013, California submitted an amendment to implement the Coordinated Care
Initiative (CCI). As part of California’s 2012-13 budget, the Coordinated Care Initiative (CClI)
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was adopted to better coordinate Medicare and Medicaid benefits for dual eligibles, mandatorily
enroll dual eligibles into managed care plans and to include long term services and supports
(LTSS) as managed care benefits. The primary goals and objectives of the CCl are to improve
health outcomes and beneficiary satisfaction for Medi-Cal recipients, while achieving savings
from rebalancing service delivery away from institutional care and into the home and
community.

The CCl is authorized in the following eight counties: Alameda, Los Angeles, Orange,
Riverside, San Bernardino, San Diego, San Mateo, and Santa Clara and is effective no sooner
than April 1, 2014 (date dependent on the signing of the Cal MediConnect 3-way contracts and
Medicaid managed care contracts).

The three major components of the CCl are:

e Cal MediConnect: A voluntary three-year demonstration program for Medicare and
Medi-Cal dual eligible beneficiaries that will coordinate medical, behavioral health, long-
term institutional, and home- and community-based services through a single health plan.

The framework for the Cal MediConnect program was approved by the federal Centers
for Medicare & Medicaid Services (CMS) and documented in a Financial Alignment
Demonstration Memorandum of Understanding (MOU) between CMS and the California
Department of Health Care Services (DHCS) signed on March 27, 2013.

e Mandatory Enrollment of Dual Eligibles into Medi-Cal Managed Care: All dual
eligible beneficiaries, subject to certain exceptions, will be mandatorily enrolled in a
Medi-Cal managed care organization to receive their Medi-Cal benefits. This includes
beneficiaries who opt out or are excluded from enrollment in a Cal MediConnect plan.

e Inclusion of Long Term Services and Supports (LTSS): Beneficiaries enrolled in a
Medi-Cal managed care organization, subject to certain exemptions, will receive their
long-term services and supports (LTSS) through the plans.

Long-term services and supports include the following home- and community-based
services: In-Home Supportive Services (IHSS), Community-Based Adult Services
(CBAS) as defined in VIII Operation of Demonstration Programs C. Community-Based
Adult Services STCs 91-97 Multipurpose Senior Services Program (MSSP), and nursing
facility care services.

On October 30, 2013, California submitted an amendment to add the new adult group to the
demonstration’s delivery system and to carve in additional behavioral health benefits into
managed care.

On November 7, 2013, the state submitted an amendment to extend uncompensated care
payments for tribal providers for certain optional services until December 31, 2014.
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I1l. GENERAL PROGRAM REQUIREMENTS

1. Compliance with Federal Non-Discrimination Statutes. The state must comply with all
applicable federal statutes relating to non-discrimination. These include, but are not limited
to, the Americans with Disabilities Act of 1990, title VI of the Civil Rights Act of 1964,
section 504 of the Rehabilitation Act of 1973, and the Age Discrimination Act of 1975.

2. Compliance with Medicaid and Child Health Insurance Program (CHIP) Law,
Regulation, and Policy. All requirements of the Medicaid and CHIP programs expressed in
law, regulation, and policy statement, not expressly waived or identified as not applicable in
the waiver and expenditure authority documents apply to the demonstration.

3. Changes in Medicaid and CHIP Law, Regulation, and Policy. The state must, within the
timeframes specified in law, regulation, or policy statement, come into compliance with any
changes in federal law, regulation, or policy affecting the Medicaid or CHIP programs that
occur during this demonstration approval period, unless the provision being changed is
expressly waived or identified as not applicable.

4. Impact on Demonstration of Changes in Federal Law, Regulation, and Policy.

a. To the extent that a change in federal law, regulation, or policy requires either a reduction
or an increase in federal financial participation (FFP) for expenditures made under this
demonstration, the state must adopt, subject to CMS approval, a modified budget
neutrality agreement for the demonstration as necessary to comply with such change.

The modified agreement[s] will be effective upon the implementation of the change. The
trend rates for the budget neutrality agreement are not subject to change under this
subparagraph.

b. If mandated changes in the federal law require state legislation, the changes must take
effect on the earlier of the day such state legislation actually becomes effective, on the
first day of the calendar quarter beginning after the legislature has met for six months in
regular session after the effective date of the change in federal law, or such other date
provided for in the applicable federal law.

5. State Plan Amendments. The state will not be required to submit title XIX or title XXI
state plan amendments for changes affecting any populations made eligible solely through
the demonstration. If a population eligible through the Medicaid or CHIP state plan is
affected by a change to the demonstration, a conforming amendment to the appropriate state
plan may be required, except as otherwise noted in these STCs.

6. Changes Subject to the Amendment Process. Changes related to eligibility, enrollment,
benefits, enrollee rights, delivery systems, reimbursement methodologies, cost sharing,
evaluation design, federal financial participation (FFP), sources of non-federal share funding,
budget neutrality, and other comparable program elements must be submitted to CMS as
amendments to the demonstration. The state will not implement changes to these elements
without prior approval by CMS. Amendments relating to these elements to the
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7.

demonstration are not retroactive except as otherwise specified in these STCs and FFP will
not be available for changes to the demonstration relating to these elements that have not
been approved through the amendment process set forth in paragraph 7 below.

Amendment Process. Requests to amend the demonstration must be submitted to CMS for
approval no later than 120 days prior to the planned date of implementation of the change
and may not be implemented until approved. CMS reserves the right to deny or delay
approval of a demonstration amendment based on non-compliance with these STCs,
including but not limited to failure by the state to submit required reports and other
deliverables in a timely fashion according to the deadlines specified herein. Amendment
requests must include, but are not limited to, the following:

a.

An explanation of the public process used by the state, consistent with the requirements
of paragraph 14, to reach a decision regarding the requested amendment;

A data analysis which identifies the specific “with waiver” impact of the proposed
amendment on the current budget neutrality agreement. Such analysis will include
current total computable “with waiver” and “without waiver” status on both a summary
and detailed level through the current approval period using the most recent actual
expenditures, as well as summary and detailed projections of the change in the “with
waiver” expenditure total as a result of the proposed amendment, which isolates (by
Eligibility Group) the impact of the amendment;

An up-to-date CHIP allotment neutrality worksheet, if necessary;

A detailed description of the amendment, including impact on beneficiaries, with
sufficient supporting documentation; and

If applicable, a description of how the evaluation design will be modified to incorporate
the amendment provisions.

8. Extension of the Demonstration.

a.

States that intend to request demonstration extensions under sections 1115(a), 1115(e) or
1115(f) must submit an extension request no later than 6 months prior to the expiration
date of the demonstration. The chief executive officer of the state must submit to CMS
either a demonstration extension request or a phase-out plan consistent with the
requirements of paragraph 9.

Compliance with Transparency Requirements 42 CFR Section 431.412. Effective April
27, 2012, as part of the demonstration extension requests the state must provide
documentation of compliance with the transparency requirements 42 CFR Section
431.412 and the public notice and tribal consultation requirements outlined in paragraph
14 as well as include the following supporting documentation:

I.  Historical Narrative Summary of the demonstration Project. The state must
provide a narrative summary of the demonstration project, reiterate the objectives
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set forth at the time the demonstration was proposed, and provide evidence of
how these objectives have been met as well as future goals of the program. If
changes are requested, a narrative of the changes being requested along with the
objective of the change and desired outcomes must be included.

ii.  Special Terms and Conditions (STCs). The state must provide documentation of
its compliance with each of the STCs. Where appropriate, a brief explanation
may be accompanied by an attachment containing more detailed information.
Where the STCs address any of the following areas, they need not be documented
a second time.

iii.  Waiver and Expenditure Authorities. The state must provide a list along with a
programmatic description of the waivers and expenditure authorities that are
being requested in the extension.

iv.  Quality. The state must provide summaries of External Quality Review
Organization (EQRO) reports; managed care organization (MCO) reports; state
quality assurance monitoring; and any other documentation that validates of the
quality of care provided or corrective action taken under the demonstration.

v.  Financial Data. The state must provide financial data (as set forth in the current
STCs) demonstrating the state’s detailed and aggregate, historical, and projected
budget neutrality status for the requested period of the extension as well as
cumulatively over the lifetime of the demonstration. CMS will work with the
state to ensure that federal expenditures under the extension of this project do not
exceed the federal expenditures that would otherwise have been made. In doing
so, CMS will take into account the best estimate of current trend rates at the time
of the extension. In addition, the state must provide up to date responses to the
CMS Financial Management standard questions. If title XXI funding is used in
the demonstration, a CHIP Allotment Neutrality worksheet must be included.

vi.  Evaluation Report. The state must provide a narrative summary of the evaluation
design, status (including evaluation activities and findings to date), and plans for
evaluation activities during the extension period. The narrative is to include, but
not be limited to, describing the hypotheses being tested and any results available.

vii.  Documentation of Public Notice 42 CFR section 431.408. The state must provide
documentation of the state’s compliance with public notice process as specified in
42 CFR section 431.408 including the post-award public input process described
in 431.420(c) with a report of the issues raised by the public during the comment
period and how the state considered the comments when developing the
demonstration extension application.
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9. Demonstration Phase-Out. The state may suspend or terminate this demonstration in
whole, or in part, consistent with the following requirements:

a. Notification of Suspension or Termination. The state must promptly notify CMS in
writing of the reason(s) for the suspension or termination, together with the effective date
and a phase-out plan. The state must submit its notification letter and a draft phase-out
plan to CMS no less than 5 months before the effective date of the demonstration’s
suspension or termination. Prior to submitting the draft phase-out plan to CMS, the state
must publish on its website the draft phase-out plan for a 30-day public comment period.
In addition, the state must conduct tribal consultation in accordance with its approved
tribal consultation state Plan Amendment. Once the 30-day public comment period has
ended, the state must provide a summary of each public comment received the state’s
response to the comment and how the state incorporated the received comment into a
revised phase-out plan.

b. The state must obtain CMS’s approval of the phase-out plan prior to the implementation
of the phase-out activities. Implementation of phase-out activities must be no sooner than
14 days after CMS approval of the phase-out plan.

c. Phase-out Plan Requirements. The state must include, at a minimum, in its phase-out
plan the process by which it will notify affected beneficiaries, the content of said notices
(including information on the beneficiary’s appeal rights), the process by which the state
will conduct administrative reviews of Medicaid eligibility for the affected beneficiaries,
and ensure ongoing coverage for eligible individuals, as well as any community outreach
activities.

d. Phase-out Procedures. The state must comply with all notice requirements found in 42
CFR sections 431.206, 431.210, and 431.213. In addition, the state must assure all
appeal and hearing rights afforded to demonstration participants as outlined in 42 CFR
sections 431.220 and 431.221. If a demonstration participant requests a hearing before
the date of action, the state must maintain benefits as required in 42 CFR section 431.230.
In addition, the state must conduct administrative renewals for all affected beneficiaries
in order to determine if they qualify for Medicaid eligibility under a different eligibility
category as discussed in October 1, 2010, state Health Official Letter #10-008.

e. [Federal Financial Participation (FFP). If the project is terminated or any relevant waivers
suspended by the state, FFP shall be limited to normal closeout costs associated with
terminating the demonstration including services and administrative costs of disenrolling
participants.

10. CMS Right to Terminate or Suspend. CMS may suspend or terminate the demonstration
(in whole or in part) at any time before the date of expiration, whenever it determines
following a hearing that the State has materially failed to comply with the terms of the
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11.

12.

13.

14.

project. In addition, CMS reserves the right to withdraw expenditure authorities at any time
it determines that continuing the expenditure authorities would no longer be in the public
interest. If an expenditure authority is withdrawn, CMS shall be liable for only normal close-
out costs. CMS will promptly notify the state in writing of the determination and the reasons
for suspension or termination of the Demonstration, or any withdrawal of an expenditure
authority, together with the effective date.

Findings of Non-Compliance or Disallowance. The state does not relinquish either its
rights to challenge the CMS finding that the state materially failed to comply, or to request
reconsideration or appeal of any disallowance pursuant to section 1116(e) of the Act.

Withdrawal of Waiver Authority. CMS reserves the right to withdraw waivers or
expenditure authorities at any time it determines that continuing the waivers or expenditure
authorities would no longer be in the public interest or promote the objectives of title XIX.
CMS will promptly notify the state in writing of the determination and the reasons for the
withdrawal, together with the effective date, and afford the state an opportunity to request a
hearing to challenge CMS’ determination prior to the effective date. If a waiver or
expenditure authority is withdrawn, FFP is limited to normal closeout costs associated with
terminating the waiver or expenditure authority, including services and administrative costs
of disenrolling participants.

Adequacy of Infrastructure. The state must ensure the availability of adequate resources
for implementation and monitoring of the demonstration, including education, outreach, and
enrollment; maintaining eligibility systems; payment and reporting systems compliance with
cost sharing requirements; and reporting on financial and other demonstration components.

Public Notice, Tribal Consultation, and Consultation with Interested Parties. The state
must comply with the State Notice Procedures set forth in 59 Fed. Reg. 49249 (September
27,1994). The state must also comply with the tribal consultation requirements in section
1902(a)(73) of the Act as amended by section 5006(e) of the American Recovery and
Reinvestment Act (ARRA) of 2009, the implementing regulations for the Review and
Approval Process for Section 1115 Demonstrations at 42 C.F.R. §431.408, and the tribal
consultation requirements contained in the State’s approved State plan, when any program
changes to the demonstration, including (but not limited to) those referenced in STC 6, are
proposed by the state.

In states with federally recognized Indian tribes, consultation must be conducted in
accordance with the consultation process outlined in the July 17, 2001 letter or the
consultation process in the state’s approved Medicaid State plan if that process is specifically
applicable to consulting with tribal governments on waivers (42 C.F.R. §431.408(b)(2)).

In states with federally recognized Indian tribes, Indian health programs, and/or Urban Indian
organizations, the State is required to submit evidence to CMS regarding the solicitation of
advice from these entities prior to submission of any demonstration proposal or renewal of
this demonstration (42 C.F.R. 8431.408(b)(3)).
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15.

16.

17.

V.

18.

19.

The State must also comply with the Public Notice Procedures set forth in 42 CFR 447.205
for changes in statewide methods and standards for setting payment rates.

Post Award Forum: Within six months of the demonstration’s implementation and annually
thereafter, the state will afford the public with an opportunity to provide meaningful
comment on the progress of the demonstration. At least 30 days prior to the date of the
planned public forum, the state must publish the date, time and location of the forum in a
prominent location on its website. The state can use either its Medicaid Advisory Committee,
or another meeting that is open to the public and where an interested party can learn about
the progress of the demonstration to meet the requirements of the STC. The state must
include a summary in the quarterly report, as specified in STC 23, associated with the quarter
in which the forum was held. The state must also include the summary in its annual report as
required by STC 25.

FFP. No Federal matching funds for expenditures for this demonstration will take effect
until the effective date identified in the demonstration approval letter.

Federal Financial Participation (FFP) for Medicaid and Safety Net Care Pool
Payments. Payments for Medicaid, and Safety Net Care Pool (SNCP) payments funded by
certified public expenditures (CPEs) are limited to the costs incurred by the certifying entity.
No FFP is available for claims of government-operated hospitals designated in Attachment C
in excess of costs as defined in paragraph 37 entitled Certified Public Expenditures or
recognized under paragraph 38 entitled Payments to Hospitals. To the extent that the county
delivery systems providing services to Medicaid Coverage Expansion and Health Care
Coverage Initiative populations utilize CPEs, the payment must be based on cost and in
accordance with a CMS approved protocol. This restriction does not preclude Delivery
System Reform Incentive Pool (DSRIP) Payments funded through intergovernmental
transfers (IGTs) or capitated payments received by county health systems or public hospitals
funded through IGTs or general fund payments. Additionally, cost limitations do not apply
to risk-based payments for services under the Medicaid Coverage Expansion (MCE) and
Health Care Coverage Initiative (HCCI) programs, or to payments received by government
operated hospitals from Medi-Cal managed care organizations, consistent with Federal law as
these payments cannot be funded by CPEs. All DSH costs must be calculated according to
the protocols under 42 CFR 447 and 455, however this cost limitation does not preclude IGT
funded DSH payments applicable under section 4721(e) of the Balanced Budget Act of 1997.

GENERAL REPORTING REQUIREMENTS

General Financial Requirements. The State will comply with all general financial
requirements under title X1X and XXI set forth in these STCs.

Reporting Requirements Relating to Budget Neutrality and Title XXI Allotment
Neutrality. The State will comply with all reporting requirements for monitoring budget
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neutrality and title XXI allotment neutrality set forth in these STCs. The State must submit
corrected budget and/or allotment neutrality data upon request.

20. Accounting Procedure. The State has submitted and CMS has approved accounting
procedures for the Medi-Cal Hospital/Uninsured Demonstration to ensure oversight and
monitoring of Demonstration claiming and expenditures. These procedures are included as
Attachment H. The State shall submit a modification to the “Accounting Procedures” within
90 days after Demonstration approval to account for changes and expansions to the waiver as
described within these STCs for the California Bridge to Reform Demonstration.

21. Contractor Reviews. The state will forward to CMS summaries of the financial and
operational reviews that the state completes on applicants awarded contracts through the
demonstration’s Low Income Health Program (LIHP) consisting of the MCE and HCCI
programs, the Seniors and Persons with Disabilities Program (SPD), the California
Children’s Services Program (CCS), Healthy Families Program Children Transition to the
Medicaid Expansion Demonstration and Managed Care Health Plans operating in the State.

22. Monthly Calls. CMS shall schedule monthly conference calls with the State. The purpose
of these calls is to discuss any significant actual or anticipated developments affecting the
Demonstration. Areas to be addressed include, but are not limited to:

The health care delivery system, including the 2013 managed care expansion;
The Medicaid Coverage Expansion (MCE) program;
The Health Care Coverage Initiative (HCCI) program;
The Seniors and Persons with Disabilities (SPD) Program;
The Community Based Adult Services (CBAS) Program, including Enhanced Case
Management (ECM) Services;
California Children’s Services (CCS) Program;
Healthy Families Children Transition to the Demonstration;
Designated State Health Programs (DSHP) receiving federal financial participation. — as
defined within these STCs;
Enrollment , quality of care, access to care;
The benefit package, cost-sharing;
Audits, lawsuits;
Financial reporting and budget neutrality issues;
. Progress on evaluations;
State legislative developments; and,
Any Demonstration amendments, concept papers or State plan amendments the State is
considering submitting.

®o0 o

s
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CMS shall update the state on any amendments or concept papers under review as well as
federal policies and issues that may affect any aspect of the demonstration. The state and
CMS (both the Project Officer and the Regional Office) shall jointly develop the agenda for
the calls.
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23. Demonstration Quarterly Reports. The state will submit progress reports 60 days
following the end of each quarter (Attachment I). The intent of these reports is to present the
state’s analysis and the status of the various operational areas. These quarterly reports will
include, but are not limited to:

a. A discussion of events occurring during the quarter or anticipated to occur in the near
future that affect health care delivery, enrollment, quality of care, access, the benefit
package and other operational issues.

b. Action plans for addressing any policy, operational and administrative issues identified.

c. Monthly enrollment data during the quarter and Demonstration Year to Date by:

i. County of participation, the number of persons in the MCE Program who are
applicants, new recipients and existing recipients by FPL;
ii. County of participation, the number of persons in the HCCI program who are
applicants, new recipients and existing recipients by FPL;
iii. County of participation, the number of persons enrolled in the SPD program;
iv. County of participation, the number of persons enrolled in the CCS Program based on
Medi-Cal eligibility and DSHP;
v. County of participation, the number of persons enrolled in the CBAS program, and
persons receiving ECM,;
vi. County of participation, the number of persons enrolled in the 2013 managed care
expansion; and
vii. County of participation, the number of persons participating in any Demonstration
programs receiving FFP.

d. Budget and CHIP Allotment neutrality monitoring tables.

e. SPD Advisory Committee Minutes

f. Other items as requested:

i. Quarterly reports of any Designated State Health Program (DSHP) obtaining Federal
Matching funds through this Demonstration.

ii. By County of participation Demonstration population complaints, grievances and
appeals

24. SPD Specific Progress Reports. During the first year of implementation of the mandatory
enrollment of SPDs, the State will submit regular progress updates to CMS. After the first
year of the waiver, the State will submit quarterly progress reports that are due 60 days after
the end of each quarter as described in paragraph 23 entitled “Quarterly Reports.” The fourth
quarterly report of every calendar year will include an overview of the past year as well as
the last quarter, and will serve as the annual progress report. CMS reserves the right to
request the annual report in draft. The quarterly and annual reports will address, at a
minimum:

a. A discussion of the State’s progress in completing enrollments in accordance with
approved enrollment strategy in paragraph Error! Reference source not found. and
ompleting steps outlined in the Quality Assurance and Quality Improvement Plan as
described in paragraph Error! Reference source not found.;

b. An aggregation and analysis of encounter data for SPD population;

c. A discussion of trends or issues identified through the review of such analysis;
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d. A discussion of events occurring during the quarter (including enroliment numbers,
lessons learned, and a summary of expenditures);

e. Aggregated information on all measures utilized to assess the plan performance and
outcomes for seniors and persons with disabilities;

f. Notable accomplishments and areas for improvement, including findings from Quality
Assurance and Quality Improvement Plan, participant survey and evaluation activities,
and review of plan grievance process results and State Fair hearing information;

g. Reports on ongoing data collection and analysis of required measurement elements,
including HEDIS and other measurement; and

h. Problems/issues that were identified, steps taken to correct them, how they were solved,
and if any progress has occurred in the resolution of the issue.

25. Demonstration Annual Report. The state will submit a draft annual report documenting
accomplishments, project status, quantitative and case study findings, utilization data, and
policy and administrative difficulties in the operation of the demonstration. The state will
submit the draft annual report no later than 120 days after the end of each demonstration
year. Within 60 days of receipt of comments from CMS, a final annual report will be
submitted for the demonstration year to CMS. The annual report will also contain:

a. The previous State fiscal year appropriation detail for those state programs referenced in
paragraph 39.b.ii, which are permissible expenditures under the Safety Net Care Pool.
b. The progress and outcome of program activities related to the:
a.MCE;
b.HCCI;
¢.SPD program;
d.CBAS program;
e.CCS Program,;
f. Healthy Families Children Transitioning to the Demonstration; and
g.The 2013 managed care expansion;

c. The progress and outcome of activities related to any DSHP obtaining federal matching
funds through this demonstration.

26. Transition Plan and Implementation Milestones. This demonstration will not be extended
by CMS beyond December 31, 2013 for the LIHP Demonstration populations. The State is
required to prepare, and incrementally revise, a transition plan consistent with the provisions
of the Affordable Care Act for individuals enrolled in these Demonstration populations,
including details on how the State plans to coordinate the transition of these individuals to a
coverage option available under the Affordable Care Act without interruption in coverage to
the maximum extent possible. The State must meet the following transition and
demonstration implementation milestones.

a. Affordable Care Act Transition Plan. By July 1, 2012, the State must submit to CMS for
review and approval an initial transition plan, consistent with the provisions of the
Affordable Care Act for all individuals enrolled in the Demonstration, The plan must
outline how the State will begin transition activities beginning July 1, 2013, including:

i. The State shall determine eligibility for coverage for these individuals beginning
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January 1, 2014 under all eligibility groups for which the State is required or has
opted to provide medical assistance, including the group described in
81902(a)(10)(A)()(\V 1) for individuals under age 65 and regardless of disability
status with income at or below 133 percent of the FPL. To ensure that eligibility
for medical assistance is not disrupted for any individual covered who will be
eligible under any such eligibility group as of January 1,2014, prior to December
31, 2013, the State shall obtain any additional information needed from each
individual to determine eligibility under such eligibility groups beginning January
1,2014 and shall make and provide notice to the individual of such determination
on or before December 31 ,2013. In transitioning these individuals from coverage
under the waiver to coverage under the State Plan, the State will not require these
individuals to submit a new application.

ii. A plan to manage the transition to new Medicaid eligibility levels in 2014 by
considering, reviewing, and preliminarily determining new applications for
Medicaid eligibility beginning as early as July 1, 2013.

iii. Criteria for provider participation in (e.g., demonstrated data collection and
reporting capacity) and means of securing provider agreements for the transition.

iv. The schedule of implementation activities for the State to operationalize the
transition plan.

v. The process the State will use to assure adequate primary care and specialty
provider supply for eligible recipients under the State Plan and Demonstration
Populations affected by the Demonstration on December 31, 2013.

b. Access Report and Plan. The State will by January 1, 2013, submit to CMS an
assessment of access to care for the populations currently enrolled in Medicaid
through the state plan or under this Demonstration. This assessment will measure
access to primary care services and specialty care, including access by major type of
specialty provider. This assessment will also identify variations in access in the
various counties participating in the Demonstration including differences in access to
care that exist between urban and rural areas. The assessment shall include the State’s
projections for adequacy of access to care for persons who will be eligible on January
1, 2014 through Medicaid or Exchange coverage, along with an evaluation of factors
that will affect such access, including but not limited to workforce development and
network adequacy. The state will identify policy approaches that it intends to pursue
to ensure access to care for these groups as well as for the pre-2014 Medicaid
population.

c. Behavioral Health Services Assessment. By March 1, 2012, the State will submit to
CMS for approval an assessment that shall include information on available mental
health and substance use service delivery infrastructure, information system
infrastructure/capacity, provider capacity, utilization patterns and requirements (i.e.,
prior authorization), current levels of behavioral health and physical health
integration and other information necessary to determine the current state of
behavioral service delivery in California.

d. Behavioral Health Services Plan. By October 1, 2012, the State will submit to CMS
for approval a detailed plan, including how the State will coordinate with the
Department of Mental Health and Alcohol and Drug Programs outlining the steps and
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infrastructure necessary to meet requirements of a benchmark plan no later than 2014.
e. Implementation. By July 1, 2013, the State must begin implementation of a
simplified, streamlined process for transitioning eligible enrollees from the
Demonstration to Medicaid or the Exchange in 2014 without need for additional
determinations of enrollees’ eligibility.
f. Delivery System Reform Incentive Payment (DSRIP) Program Evaluation Plan. By

no later than October 1, 2013, the state will submit a complete evaluation plan for the

DSRIP components of the demonstration to CMS for approval, in accordance with

the requirements of STC 28.
g. Interim Evaluation Findings. By no later than October 1, 2014, the state will submit

interim evaluation findings for the DSRIP components of the demonstration, in
accordance with the requirements of STC 29 and 42 C.F.R. 431.424.

h. Penalty. Failure to implement or operationalize the milestones listed in this paragraph
will result in the loss of a percentage of the expenditure cap applicable to Safety Net
Care Pool (SNCP) expenditures cap (not including HCCI expenditures) under the
expenditure authorities. If the State fails to meet a milestone, the annual expenditure
authority cap will be reduced by the amount(s) listed in the table below for SNCP
expenditures other than those reserved for the HCCI.

Penalty Amount as a percentage

Demonstration Year Milestone of
(DY) Deadline Reference The AI\DnnuaI Safety Net Care
ool Expenditure
(Total Computable)
DY 8 —July 1, 2012 25.a 0.5%
DY 8 —January 1,2013 | 25.b 1.0%
DY 7 —-Mar. 1, 2012 25. . 2.0%
DY 8 - Oct. 1, 2012 25.d 2.0%
DY 9-July 1, 2013 25. e. 5.0%
DY 9 -Oct. 1, 2013 25.1. 1.0%
DY 10 - Oct. 1, 2014 25.9. 2.0%

i. Application of the Penalty. The State’s annual expenditures under the SNCP will be

reduced in the proceeding DY to the extent described above. Thirty days after the
close of the DY, the State’s annual expenditures under the SNCP for that year will be
determined. The reduction in expenditure authority shall be applied to sequential
DYs, if the State has not met the required milestones. Once a milestone has been
met, no further penalties associated with that milestone completion will be imposed.
Penalties resulting from failure to implement or operationalize the milestones
associated with paragraphs 25.f and 25.g. as referenced in the chart above, shall be
reduced from DSHP expenditures only, and shall not be reduced from the DSRIP or
any other SNCP expenditures.

27. Final Report. Within 120 days following the end of the Demonstration, the State will submit
a draft final report to CMS for comments. The State will take into consideration CMS’
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comments for incorporation into the final report. The final report is due to CMS no later than
120 days after receipt of CMS’ comments.
a. Population related Reporting - Within the final Demonstration and evaluation report the
State will include:
1. An assessment using pre-mandatory enrollment as a baseline of the impact on
mandatory managed care on the SPD population, including all notable findings;

Ii. An assessment using pre-mandatory enrollment as a baseline of the impact on
mandatory managed care on the 2013 managed care expansion, including all
notable findings;

iii. Baseline assessment of populations enrolled who have family incomes at or below
133 percent FPL, and above 133 percent through 200 percent FPL.

28. Evaluation Design. Within 120 days of the effective date of these STCs, the state must
submit to CMS for approval a draft evaluation design for the demonstration.

a. Ata minimum, the draft design will discuss the outcome measures, which will be used in
evaluating the impact of each demonstration related program during the period of
approval, particularly among the target populations. The design will also include the
specific hypotheses being tested including an evaluation of the effectiveness of using
SNCP funding for demonstration related programs. Further, it will discuss the data
sources and sampling methodology for assessing these outcomes, including the per capita
cost of each demonstration program. Finally, the draft evaluation design will include a
detailed analysis plan that describes how the effects of all demonstration programs will be
isolated from other initiatives occurring in the state.

b. State shall include an assessment, using pre-mandatory enrollment as a baseline, of the
impact on mandatory managed care on the SPD population, including all significant and
notable findings based on all of the data accumulated through the quarterly progress
report. The state will submit its plan for CMS review and approval for this aspect of the
evaluation.

c. CMS will provide comments on the draft evaluation design within 60 days of receipt, and
the State will submit a final evaluation design within 60 days of receipt of CMS’
comments.

29. Implementation of Evaluation Design.

a. The state will implement the evaluation design and submit its progress in each of the
quarterly and annual progress reports, including updates on revisions to the evaluation
design due to subsequent amendments to the demonstration.

b. CMS shall provide comments within 60 days after receipt of the report. The state will
submit the final evaluation report within 60 days after receipt of CMS comments.

c. California must conduct an independent evaluation of the uncompensated care payments
provided to IHS and 638 facilities as described in STC 39.b.iii and submit interim
evaluation findings by June 30, 2014.

i. The evaluation must test the following specific hypotheses related to the
uncompensated care payments:
1. What is the effect on service utilization as a result of the
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30.

31.

32.

33.

uncompensated care payments broken down by type of service as well
as the population served?

2. Are the affected facilities able to maintain and/or increase their current
staffing levels?

ii. Methods by which the state can evaluate these hypotheses include evaluating
staffing levels as well as the relative utilization of, and access to, services
provided to adults pre-uncompensated care payment period to services with
those of the post-uncompensated care payment period. Measures could include
examining selected evidence-based measures indicating management of
chronic conditions (such as diabetes and asthma).

Revision of the State Quality Strategy. In accordance with federal regulations at Subpart D
438.200 regarding Quality Assessment and Performance Improvement to ensure the delivery
of quality health care and establishment of standards, the State must update its Quality
Strategy to reflect all managed care plans being proposed through this demonstration and
submit to CMS for approval. The state must obtain the input of recipients and other
stakeholders in the development of its revised Quality Strategy and make the Strategy
available for public comment before adopting it as final, and submitting to CMS for
approval. The state must revise the strategy whenever significant changes are made,
including changes through this demonstration. The state will also provide CMS with annual
reports on the implementation and effectiveness of the updated Quality Strategy as it impacts
the demonstration. This paragraph does not apply to low income health plans as referenced in
Section 3, #1 (Expenditure Authority).

External Quality Review. The state is required to meet all external quality review (EQR)
requirements found in 42 C.F.R. Part 438, subpart E. The state should generally have
available its final EQR technical report to CMS and the public by April of each year, for data
collected within the prior 15 months. This submission timeframe will align with the
collection and annual reporting on managed care data by the Secretary each September 30th,
which is a requirement under the Affordable Care Act [Sec. 2701 (d)(2)].

Cooperation with Federal Evaluators. Should CMS undertake an evaluation of the
Demonstration, the State must fully cooperate with Federal evaluators’ and their contractors’
efforts to conduct an independent, federally funded evaluation of the Demonstration
program.

GENERAL FINANCIAL REQUIREMENTS

A. Payments for Medicaid-Eligible Patients

Selective Provider Contracting Program (SPCP). The State will continue the SPCP for
payment of certain private hospitals (as described in Attachment E) and non-designated
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government-operated hospitals as part of the 1115 Demonstration, subject to Attachment H
and other applicable STCs. The SPCP component of the Demonstration is now referred to as
the “Inpatient Hospital” component. The State may discontinue this program in whole or in
part at any time through the submission of a State plan amendment to Attachment 4.19-a.

34. Payments to Contracted Hospitals. With the exception of payments for emergency hospital
services, base payments to hospitals that contract with the State under the Inpatient Hospital
component will be limited to rates determined through negotiations with California Medical
Assistance Commission (CMAC) and shall follow the following principles:

a. The negotiated reimbursement rates to hospitals shall be on a per diem or other basis, and
may include supplemental payments, but in no case shall such reimbursement exceed, in
the aggregate, the upper payment limit for private hospitals established under CMS
regulations. Should CMS promulgate new regulations governing hospital
reimbursement, the reimbursement rates must reflect such new regulations as of the
effective date of the new regulations.

b. The non-Federal share of payments to private hospitals may be funded by IGTs from units
of local government, at their option, to the State. Any payments funded by
intergovernmental transfers shall remain with the hospital and shall not be transferred
back to any unit of government.

c. The State will inform CMS of the funding of all Medicaid payments to these hospitals
through the quarterly payment report currently submitted to the Regional Office. This
report has been modified to accommodate the identification of funding sources associated
with each type of Medicaid payment received by each hospital.

35. Payments to Non-Designated Government-Operated Hospitals. With the exception of
emergency hospital services, base payments for inpatient services to non-designated
government-operated hospitals (government-operated hospitals not identified in Attachment
C) will be limited to the Inpatient Hospital component payments. Payments to such hospitals
are determined through negotiations with CMAC.

a. The negotiated reimbursement rates to non-designated government-operated hospitals
shall be on a per diem or other basis, and may include supplemental payments, but in no
case shall aggregate payments to government-operated hospitals exceed the upper
payment limit for such hospitals established under CMS regulations. Should CMS
promulgate new regulations governing hospital reimbursement, the reimbursement rates
must reflect such new regulations as of the effective date of the new regulations.

b. The State will inform CMS of the funding of all Medicaid payments to these non-
designated government-operated hospitals through the quarterly payment report currently
submitted to the Regional Office. This report has been modified to accommodate the
identification of funding sources associated with each type of Medicaid payment received
by each hospital.
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36.

37.

38.

39.

Reimbursement to Designated Government-Operated Hospitals. Reimbursement to those
hospitals identified in Attachment C will be based on allowable Medicaid inpatient hospital
costs as identified on Medi-Cal 2552-96 cost reports. The methodology for computing such
costs and the required procedures for claiming Federal matching funds is detailed in the
Funding and Reimbursement Protocol included as Attachment F.

Certified Public Expenditures (CPEs). Total computable expenditures for patient care that
are either directly payable under this Demonstration, or the basis for DSH or SNCP
reimbursement, may be certified by government entities that directly operate health care
providers as long as the expenditures are not funded using impermissible provider taxes or
donations as defined under section 1903(w) of the Social Security Act or using Federal funds
other than Medicaid funds (unless the other Federal funding source by law allows use of
federal funds for matching purposes, and the federal Medicaid funding is credited to the other
federal funding source). To the extent that the funding source for expenditures is a state
program funded through this Demonstration, expenditures may be certified only as a total
computable expenditure under such program. The State may not claim federal matching
funds for a payment to a provider and also claim federal matching funds on the underlying
expenditure certified by the provider, except to the extent that the State has an auditable
methodology to prevent duplicate claims (such as one that limits claims for federal matching
based on the certified expenditure to the shortfall after accounting for the claimed payment).
For this purpose, Federal funds do not include, DSRIP Payments, patient care revenue
received as payment for other services rendered under programs such as DSHP, LIHP,
Medicare or Medicaid. To ensure that there is no double claiming of federal funding under
the DSHP and LIHP, a detailed protocol will be developed outlining the procedures to be
followed for claiming under this paragraph.

Payments to Hospitals. Under this Demonstration, payments to hospitals may include
supplemental Medicaid inpatient and outpatient payments to hospitals identified in
Attachment C that meet the eligibility requirements for participation in the
Construction/Renovation Reimbursement Program, pursuant to California Welfare and
Institutions Code section 14085.5 and 14085.57. To the extent that the State continues to
make these payments, such payments may be funded by the State general fund, by CPEs and
shall be considered Medicaid revenue that must be offset against uncompensated costs
eligible for Disproportionate Share Hospital (DSH) payments. These supplemental payments
are in addition to the Medicaid rates described in Attachment F for inpatient Medicaid
services, and the non-Federal share must be funded by State or local general funds.

B. Safety Net Care Pool (SNCP)

Safety Net Care Pool Expenditure. California may claim FFP for expenditures in the
defined categories of spending (subparagraphs a, b, and c) subject to the spending limits
defined in this paragraph (subparagraphs a, b.iii, and c.v.) for each category and subject to
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the limitations in Section XI of these STCs entitles “Monitoring Budget Neutrality in the
Demonstration.”

a. HCCI. California may spend up to $360 million total computable per year in DY 6-8
and $180 million total computable in DY 9 on expenditures associated with defined
services and populations under the Health Care Coverage Initiative, which is part of
the LIHP, as described in paragraphs 52.a.ii.

i. Claims for expenditures in the counties participating in the HCCI program as of
November 1, 2010 are subject to the funding and claiming protocols described in
Attachment G, the coverage limits in paragraphs 67.b, 67.c, and 67.d, except
during the transition period (described in 39.a.v.) the HCCI counties may provide
health care services in accordance with paragraph 56 of the “Medi-Cal
Hospital/Uninsured Care Demonstration,” until implementation of the new LIHP,
and the eligibility limits in paragraph 52.a.ii.

ii. Additional counties seeking to participate in the HCCI program must submit
funding and claiming protocols to the State. The State must then submit the
protocols to CMS and may not claim FFP prior to CMS’ approval of the funding
and claiming protocols.

iii.  Spending in the HCCI is subject to the limitations described in paragraph 51
describing the HCCI Allocations.

iv. To the extent counties are unable to utilize the full $360 million per year in DY 6-
8 and $180 million in DY 9 on expenditures associated with defined services and
populations under the HCCI for a Demonstration year, CA may request that such
funds may be available for use in one of the other three categories of SNCP
spending described in 39(b)(i), 39(b)(ii) and 39(c). The State must use the process
described in paragraph 7. Such redirected SNCP funds may be available for
allowable expenditures incurred during the Demonstration year for which the
funds were initially reserved, or may be rolled over to subsequent Demonstration
years for unrestricted use SNCP expenditures subject to CMS approval.

v. Transition Period. From the period of the effective date identified in the
Demonstration approval letter through October 1, 2011 counties currently
participating in the HCCI through the prior period “Medi-Cal
Hospital/Uninsured Care Demonstration” and in accordance with paragraph
52may claim FFP for qualifying expenditures for enrollees with family incomes
from 0-200 percent FPL as the counties implement the new MCE coverage
requirements consistent with Attachments G and J of the STCs for the prior
Demonstration until September 30, 2011. Effective October 1, 2011 Attachments
F, G and J of the STCs will need to be revised for the continuation of claiming to
reflect Demonstration activity after the Transition period.

By January 1, 2011, the State will submit to CMS a plan identifying:
A. Which counties intend to offer MCE;
B. The upper income levels and benefit packages that the county will
cover for both MCE and HCCI coverage during DY 6;
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C. The counties’ plans for implementing the new MCE coverage
requirements, including the counties’ plans to meet any requirements
not enumerated in the Demonstration waiver and expenditure
authorities so that MCE requirements are fully achieved by July 1,
2011.

By July 1, 2011, the State will demonstrate to CMS that counties meet the
new MCE coverage requirements and that the expenditures related to this
coverage can be claimed as FFP under the MCE EG (hypothetical). For those
counties meeting this timeframe, FFP claimed from the effective date
identified in the Demonstration approval letter will be treated as MCE
expenditures for enrollees with family incomes from 0 to 133 percent FPL.
For enrollees with family incomes above 133 up to 200 percent FPL, FFP
claimed from November 1, 2010 will be subject to the SNCP limits.

For counties that do not elect to participate in the MCE category, FFP will be
claimed against the HCCI in the SNCP, subject to the SNCP limits, for all
member months or costs from the effective date identified in the
Demonstration approval letter.

For DY 7-10, the State must inform CMS of any county that intends to
participate in the MCE program 90 days prior to the county enrolling people
in that program under the Medicaid Coverage Expansion and must
demonstrate that the county meets the new MCE coverage requirements 45
days prior to the county beginning enrollment in the program. All FFP will be
treated as MCE for enrollees qualifying for the MCE category from the period
that enrollment begins in the MCE.

b. SNCP Uncompensated Care. Expenditures may be made through the SNCP for
uncompensated care provided to uninsured individuals with no source of third party
coverage for the services they received furnished by hospitals or other providers
identified by the State. To the extent that uncompensated care expenditures are made
for services furnished by entities other the designated public hospitals, the state must
identify the provider and the source of the non-federal share of the SNCP
Uncompensated Care payment.

i. Safety Net Care Uncompensated Care Pool. funds may be used for expenditures
for care and services that meet the definition of ‘medical assistance’ contained in
section 1905(a) of the Act that are incurred by hospitals, clinics, or by other
provider types for uncompensated medical care costs of medical services provided
to uninsured individuals, as agreed upon by CMS and the State. Expenditures are
claimed in accordance with CMS-approved claiming protocols.

ii. SNCP Designated State Health Programs (DSHP). The State may claim FFP for
the following State programs subject to the annual limits described below and the
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restrictions described in paragraph 44 “Prohibited Uses of SNCP funds.
Expenditures are claimed in accordance with CMS-approved claiming protocols.
The State should modify Attachment F to account for any DSHP expenditure
claiming in DY's 6 through 10. No FFP is allowed until the year 6-10 DSHP
claiming protocol is approved by CMS.

iii. Supplemental Payments to IHS and 638 Facilities. The state shall make
supplemental payments to Indian Health Service (IHS) and tribal 638 facilities to
take into account their responsibility to provide uncompensated care and support
the IHS and tribal 638 service delivery network. Supplemental payments shall be
computed based on the uncompensated cost of primary care services furnished by
such facilities to uninsured individuals with incomes up to 133 percent of the
Federal Poverty Level (FPL) who are not enrolled in a Low Income Health
Program (LIHP) and uncompensated costs for services that were eliminated from
Medi-Cal coverage in July 2009 pursuant to state plan amendment 09-001,
furnished by such facilities to such uninsured individuals and individuals enrolled
in the Medi-cal program.

Participating tribal facilities shall maintain policies for furnishing services to non-
IHS beneficiaries that are in place as of January 1, 2013.Payments shall be based

on the approved methodology set forth in Attachment F — Supplement 7.

Supplemental payments for uninsured individuals will end effective December 31,
2013. Supplemental payments will be made to IHS and 638 facilities for
uncompensated care payments for services eliminated from the state plan, using
the IHS encounter rate through December 31, 2014. Beginning January 1, 2014,
the supplemental payments will only be available for services proved to
beneficiaries enrolled in the Medi-Cal program.

iv. SNCP Uncompensated Care Annual Limits. Taken together, the total computable
annual limits for Safety Net Care Uncompensated Care Pool and Designated State
Health Programs cannot exceed the following:

1. DY 6-$1.633 billion
2. DY 7-$1.672 billion
3. DY 8- $1.572 billion
4. DY 9-$1.422 hillion
5. DY 10 - $1.272 billion

Notwithstanding the total computable annual limits specified above, reallocated
funds in the amount of $176 million and $146 million, from the HCCI component
from DY6 and DY?7 of those years, respectively, will be added to the total
computable annual limit listed above for DY7. If the available SNCP
Uncompensated Care expenditures in DY7 are not sufficient to fully claim the
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reallocated funds, those funds will be made available for claiming in later
demonstration years, notwithstanding the total computable annual limits specified
above.

Notwithstanding the total computable annual limits specified above, reallocated
funds in the amount of $97 million and $26 million, from the HCCI component
from DY8 and DY9 of those years, respectively, will be added to the total
computable annual limit listed above for DY8 and DY9, respectively. If the
available SNCP Uncompensated Care expenditures in DY8 or DY9 are not
sufficient to fully claim the reallocated funds, those funds will be made available
for SNCP Uncompensated Care expenditures in later demonstration years
notwithstanding the total computable annual limits specified above.

The annual limit the State may claim FFP for DSHP is limited to the programs
listed below and shall not exceed $400,000,000 FFP per year for a 5 year total of
$2,000,000,000 FFP.

The annual limit for the IHS uncompensated care cost shall be $15,461,000 TC
per year (DYs 8 and 9) for a 2 year total of $30,922,000 TC.

The total annual limit for the extension of the IHS uncompensated care cost
claiming for the period January 1, 2014 through December 31, 2014 shall be
$3,100,000 total computable. This is comprised of a limit of $1,550,000 total
computable in the second half of DY 9 (January 1, 2014 through June 30, 2014)
and a limit of $1,550,000 total computable in the first half of DY 10 (July 1, 2014
through December 31, 2014).

v. Approved Designated State Health Programs (DSHP) for which FFP can be
claimed subject to the limits in this paragraph are:

State Only Medical Programs

California Children Services (CCS)

Genetically Handicapped Persons Program (GHPP)
Medically Indigent Adult Long Term Care (MIALTC)
Breast & Cervical Cancer Treatment Program (BCCTP)
AIDS Drug Assistance Program (ADAP)

Expanded Access to Primary Care (EAPC)

County Mental Health Services Program

Department of Developmental Services (DDS)

Prostate Cancer Treatment Program (PCTP)
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Cancer Detection Programs; Every Woman Counts (CDP: EWC)

County Medical Services Program (CMSP) — for the period
November 1, 2010 through December 31, 2011 only
Workforce Development Programs

Office of Statewide Health Planning & Development (OSHPD)
e Song Brown HealthCare Workforce Training Program
e Steven M. Thompson Physician Corp Loan Repayment
Program
e Mental Health Loan Assumption Program

vi. SNCP Workforce Development in Low Income/Underserved Communities. The
State may claim FFP for workforce development programs funded by the
Universities of California, California State Universities and/or California
community colleges to the extent those programs are targeted to benefit low
income populations or underserved areas and this justification must be submitted
to CMS for its review and approval. The State must then obtain prior CMS
approval for the methodology used to capture the workforce development costs
eligible for FFP. Once all relevant approvals are obtained, CMS will add this
program to the approved DSHP list.

c. SNCP Delivery System Reform Incentive Pool (DSRIP) Payments. Within the
SNCP, a Delivery System Reform Incentive Pool (DSRIP) is available for the
development of a program of activity that supports California’s public hospitals’
efforts in meaningfully enhancing the quality of care and the health of the patients
and families they serve. The program of activity funded by the DSRIP shall be
foundational, ambitious, sustainable and directly sensitive to the needs and
characteristics of an individual hospital’s population, and the hospital’s particular
circumstances; it shall also be deeply rooted in the intensive learning and generous
sharing that will accelerate meaningful improvement.

DSRIP Proposals must be consistent with the hospitals’ shared mission and quality
goals as well as CMS’s overarching approach for improving health care through the
simultaneous pursuit of three aims: improving the experience of care, improving the
health of populations, and reducing per capita costs of health care (without any harm
whatsoever to individuals, families or communities).

There are 5 areas for which funding are available under the DSRIP, each of which has
explicit connection to the achievement of three aims:

i. Infrastructure Development. Investments in technology, tools and human
resources that will strengthen the organization’s ability to serve its population and
continuously improve its services. Examples of such initiatives drawn from the
hospitals’ initial proposals are:

A. Increase in Primary Care Capacity
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B. Introduction of Telemedicine
C. Enhanced Interpretation Services
D. Enhanced Improvement Capacity

ii. Innovation and Redesign. Investments in new and innovative models of care
delivery (e.g., Medical Homes) that have the potential to make significant,
demonstrated improvements in patient experience, cost and disease management.
Examples of such initiatives drawn from the hospitals’ initial proposals are:

A. Expansion of Medical Homes

B. Expansion of Chronic Disease Management Systems
C. Primary Care Redesign

D. Redesign for Cost Savings

iii. Population-focused Improvement. Investments in enhancing care delivery for the
5-10 highest burden (morbidity, cost, prevalence, etc.) conditions in public
hospital systems for the population in question. Examples of such initiatives
drawn from the hospitals’ initial proposals are:

Improved Diabetes Care Management and Outcomes

Improved Chronic Care Management and Outcomes

Reduction of Readmissions

Improved Quality (with attention to reliability and effectiveness, and

targeted to particular conditions or high-burden problems)

o0 m»

iv. Urgent Improvement in Care. Broad dissemination of top-level performance on 2
or 3 interventions (preferably drawn from a superset of interventions) where there
is deep evidence, including evidence from within the safety net, that major
improvement in care is possible within 5 years, measurable and meaningful for
almost all hospital populations such as those served by the California Public
Hospitals. These are hospital specific initiatives and will be jointly developed by
hospitals, the State and CMS, and need not be uniform across all of the hospitals
or the initiative.

v. HIV Transition Projects. Establish HIV Transition plans to develop programs of
activity that support efforts to provide access to high-quality, coordinated,
integrated care to patients diagnosed with HIV, particularly those LIHP enrollees
who previously received services under programs funded by the Ryan White
HIV/AIDS Treatment Extension Act of 2009. These plans will support
infrastructure, programs, and services to ensure that persons diagnosed with HIV
can be cared for in an integrated and coordinated system of care. If a government
hospital, as listed in Attachment C, chooses to implement HIV Transition DSRIP,
the following two categories of activities must be implemented by the
participating hospital system and must be in addition to any other DSRIP projects:

A. Infrastructure and Program Design — These activities will enhance the
ability of participating hospital systems to provide care within patient-
centered medical homes, an essential building block to ensuring delivery
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of high-quality medical care for patients diagnosed with HIV. Examples
of such activities are:

1. Establish appropriate medical homes with HIV expertise

2. Establish electronic consultation systems

3. Development of retention programs.

B. Clinical and Operational Outcomes — These activities will enable
participating hospital systems to pursue patient outcomes across several
clinical domains to realize concrete gains in quality and operational
effectiveness that will have lasting benefits for individuals. Examples of
such activities are:

1. Viral load monitoring
2. Medical visits
3. T-Cell count.

vi. General Overview of Payments. Payments for the Infrastructure Development,
Innovation and Redesign and HIV Transition Infrastructure and Program
Redesign shall be tied to process measures (e.g., successful initiation of an
enhanced interpretation program, enrollment of a majority of patients into a
Medical Home model). Payments related to Innovation and Redesign shall
recognize that the initiatives do not guarantee outcomes, but that the milestones
will result in learning, adaptation and progress. Payments for HIV Transition
Clinical and Operational Outcomes must be tied to the Health Resources and
Services Administration HIV/AIDS Bureau (HRSA HAB) performance measures.
The total Demonstration funding for DSRIP shall not exceed total computable
expenditures of $6.671 billion over five years. Annual limits on this SNCP
category of spending are:

1. DY 6 - $1.006 billion
2. DY 7-$1.3billion

3. DY 8- $1.51 hillion
4. DY 9 - $1.455 hillion
5. DY 10 - $1.4 billion

The total annual limits of DY 8 and DY 9 include sublimits of $110 million for DY 8
and $55 million for DY 9, with respect to HIV Transition incentive payments. The
total Demonstration funding for HIV Transition activities must not exceed total
computable expenditures of $165 million over DY 8 and DY 9. For DY 9, HIV
Transition activities will end on December 31, 2013. The parameters for obtaining an
HIV Transition activity payment shall be detailed in forthcoming supplements to
Attachments P and Q.

vi. Payment for both the Population-Focused Improvement and Urgent Improvement
in Care shall be tied chiefly to an organization’s absolute progress from the time it
initiates its improvement activities with recognition of demonstrated advancement
from each facility’s starting point. In some cases, it may also be tied to outcome
measures (e.g., an infection rate, the rate of reliable delivery of an evidenced-
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based care protocol). Payments for metrics may be graduated or based on making
meaningful and significant progress rather than full achievement of a particular
metric. Organizations will have the opportunity to recapture a DSRIP payment in
subsequent Demonstration years upon metric/milestone achievement if the
Organization does not meet a milestone /metric in the specified or targeted
Demonstration year for achievement. The parameters for such recapture shall be
detailed in Attachment P. For all categories of payment, metrics should,
whenever possible,: (1) reference a nationally or statewide accepted measurement,
including but not limited to CHART, HEDIS, CMS, NQF, and the U.S. Task
Force on Prevention; and (2) an individual plan must include the measurement
specifications for each initiative.

vii. Total payment amounts available for each of the public hospital system proposal
will be determined prior to submission for final approval by CMS. Each public
hospital system will be responsible for developing proposals that include
proposed payment mechanisms based on the metrics guidelines as stipulated in
Attachment P for categories I-1V and a forthcoming supplement to Attachment P
or Attachment Q for category V.

Each public hospital system will provide the non-federal share of its DSRIP
payments through an IGT. Available funding under the initial four defined areas
of focus may be weighted more heavily toward Infrastructure Investment and
Innovation and Redesign initiatives in the first two years of the Demonstration
and inversely weighted toward Population-focused Improvement and Urgent
Improvement in Care initiatives in the last two years of the Demonstration.

In consultation with the designated public hospitals and to the degree it does not
impede the ability of the designated public hospitals to meet the requirements and
conditions contained for DSRIP payments set forth in this section, the State may
provide for milestone incentive payments to private disproportionate share
hospitals and/or non-designated public disproportionate share hospitals to
incentivize improvement activities towards, and achievement of, delivery system
transformation. Such milestone incentive payments to private disproportionate
share hospitals and/or non-designated public disproportionate share hospitals must
be structured in accordance with the requirements and conditions for DSRIP
Payments set forth in this section. Incentive payments may be funded by
voluntary intergovernmental transfers made by the designated public hospitals
and/or non-designated public hospitals. All incentive pool funding, including any
potential private and/or non-designated public hospital sub-pools, will be limited
to the total amount of incentive pool funding allowed for DSRIP payments as set
forth in this section.

viii. Finalize DSRIP Protocol. Within the 60 days following the acceptance of the
terms and conditions, CMS, the State and the California Association of Public
Hospitals will, through a collaborative process, develop a blueprint to move
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quickly forward to develop more specific standards, measures and evaluation

protocols with the intention of clarifying requirements and expediting the

approval of the plans. Specifically, the deliverable will be future Attachment Q

and will:

A. Develop standard metrics for both process measures and absolute
improvement measures;

B. Finalization of scorecard process and metric grouping to measure project
progress;

C. Finalization of payment mechanisms for projects based the agreed upon
metrics;

D. Finalize a State review process that will assure action on the proposal within
30 days of submission by the hospitals. Approval results in submission to
CMS by the State for approval of DSRIP funding.

E. Finalize a review and approval process for proposals received by CMS that
assures action on the proposal with 30 days from submission by the State;
finalize a process for ongoing support and collaboration, annual reporting
process and project coordination.

ix. DSRIP Payments are Not Direct Reimbursement for Expenditures or Payments
for Services. Payments from the DSRIP are intended to support and reward
hospital systems for improvements in their delivery systems that support the
simultaneous pursuit of improving the experience of care, improving the health of
populations, and reducing per capita costs of health care. The payments are not
direct reimbursement for expenditures incurred by hospitals in implementing
reforms. The DSRIP payments are not reimbursement for health care services
that are recognized under these Special Terms and Conditions or under the State
plan. DSRIP fund payments should not be considered patient care revenue and
should not be offset against the certified public expenditures incurred by
government-operated hospital systems and their affiliated government entity
providers for health care services, DSH or administrative activities as defined
under these Special Terms and Conditions and/or under the State plan.

X. The State must submit a revised Attachment P and Attachment Q, or supplements
thereto, to incorporate Category V, HIV Transition Projects, within 30 days of
the amendment approval. Consistent with the STCs related to the SNCP, CMS
approval of the revised Attachment P and Attachment Q, or supplements, is
required before FFP for Category V, HIV Transition Projects will be dispersed.

40. General Funding and Reimbursement Protocol for SNCP Expenditures. The State must
maintain an approved funding and reimbursement protocol (Attachment F) to document the
procedures and methodologies the State will use to determine those costs eligible for Federal
matching through the Safety Net Care Pool (SNCP) through the Certified Public Expenditure
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(CPE) process. The Federal government will only match SNCP expenditures, under the
Demonstration, that the State makes with State and/or Local funds.

The funding and reimbursement protocol must specify the definitions, methodologies and
cost-reporting formats for documenting expenditures made by the State and non-hospital
based providers in order to claim Safety Net Care Pool (SNCP) Federal matching funds. The
funding and reimbursement protocol must be approved by CMS before the State may claim
FFP against the SNCP for all medical services. The funding and reimbursement protocol
must also include methodologies for reimbursing for the following:

a. Safety Net Care Uncompensated Care Pool furnished by designated public hospitals

and other governmental providers that is not otherwise funded through Medicaid,
claimed for DSH or reimbursed by other payers. The reimbursement methodologies
for designated public hospitals and other governmental providers participating in the
Demonstration that are not described in Section 4.19-A of the Medicaid State Plan are
described in Attachment F and includes a description of any use of estimates or
adjustment factors that will be used to modify actual cost findings;

. Supplemental Payments to IHS and 638 Facilities. Attachment F describes the

methodology to compute supplemental payments to IHS and tribal facilities using the
published IHS encounter rate for qualifying uncompensated encounters.

Designated State Health Programs (DSHP). The State must revise and amend
Attachment F to document the procedures for DSHP interim claiming and the
payment reconciliation process the State will use to determine those costs eligible for
Federal matching through the Safety Net Care Pool for DSHP in paragraph 398.b., iv.
The State will submit a final proposed revised Attachment F to CMS. Failure of the
State to submit the final proposed revised Attachment F to CMS will result in a loss
of Federal matching for DSHP expenditures; and

. Workforce Development in Low Income/Underserved Communities as described in

paragraph 38.b.vi.

41. Restricted Use of SNCP Funds. Safety Net Care Pool funds are available annually at the

42.

levels defined in paragraph 39. Annual limits are further subject to reductions associated
with paragraph 26.h., as determined by the State meeting its projected budget neutrality
savings. To the extent any of the funds associated with a SNCP category are not fully
expended in a given year, they may be available for subsequent years for the purposes for
which the funds were initially reserved. However, consistent with paragraph 39, funds spent
in a given year cannot exceed the cumulative DY expenditure limits for the individual SNCP
category. Funds may also be rolled over to subsequent Demonstration years for use in other
SNCP categories subject to CMS approval.

Entities Eligible to Receive SNCP Funds. The government operated hospitals listed in
Attachment C, the State, a county or a city and IHS or 638 tribal facilities are eligible to
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44,

receive Safety Net Care Pool funds based upon CPEs determined through an approved cost
reimbursement methodology. With prior approval of CMS, the State may add other
governmental entities (and may include providers established under State statutes authorizing
hospital authorities, hospital districts, or similar entities) to this list. The State must notify
CMS when an entity on Attachment C is removed.

Permissible non-Federal Share Funding Mechanisms for SNCP. The State must have
permissible sources for the non-Federal share of payments from the Safety Net Care Pool,
which may include CPEs or permissible IGTs from government-operated entities. Sources of
non-Federal funding shall not include provider taxes or donations impermissible under
section 1903(w), impermissible intergovernmental transfers from SNCP providers, or Federal
funds received from other Federal programs (unless expressly authorized by Federal statute
to be used for matching purposes).

In the event that the use of CPEs or permissible IGTs by the State and government-operated
entities is insufficient to fully utilize the SNCP allowance, the State may propose alternate
legitimate funding mechanisms. However, CMS must review and approve any such alternate
funding prior to its use as the non-Federal share of a payment under Title XIX.

Prohibited Uses of SNCP funds. Safety Net Care Pool expenditures do not include
expenditures associated with the provision of non-emergency care to non-qualified aliens.

a. To implement this limitation, 13.95 percent of total provider expenditures or claims
through SNCP for uncompensated care will be treated as expended for non-emergency
care to non-qualified aliens.

b. To implement this limitation with respect to DSHP:

i. Expenditures for the Medically Indigent Long Term Care (MI/LTC) program will not
be reduced by 13.95 percent because there are no non-qualified aliens receiving
services under this program.

ii. Expenditures for the Breast and Cervical Cancer Treatment Program (BCCTP) will
be reduced by the costs related to providing services to those individuals with aid
codes used to designate non-qualified aliens; however, the 13.95 percent reduction
will not be applied otherwise.

iii. Expenditures for the California Children Services (CCS) program will be reduced by
13.95 percent as specified in subparagraph (a).

iv. Expenditures for the Genetically Handicapped Persons Program (GHPP) will be
reduced by 13.95 percent as specified in subparagraph (a).

v. Expenditures for the Expanded Access to Primary Care (EAPC) will be reduced by
either the 13.95 percent factor as specified in subparagraph (a), or by the costs related
to providing services to those individuals with aid codes used to designate non-
qualified aliens.

vi. Expenditures for the AIDS Drug Assistance Program (ADAP) will be reduced by
either the 13.95 percent factor as specified in subparagraph (a), or by the costs related
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to providing services to those individuals with aid codes used to designate non-
qualified aliens.

vii. Expenditures for the California Department of Developmental Services will be
reduced by either the 13.95 percent factor as specified in subparagraph (a), or by the
costs related to providing services to those individuals with aid codes used to
designate non-qualified aliens.

viii. Expenditures for the California County Mental Health Services Program will be
reduced by either the 13.95 percent factor as specified in subparagraph (a), or by the
costs related to providing services to those individuals with aid codes used to
designate non-qualified aliens.

iX. Expenditures for the Prostate Cancer Treatment Program (PCTP) will be reduced by
13.95 percent as specified in subparagraph (a).

X. Expenditures for the Cancer Detection Programs; Every Woman Counts (CDP: EWC)
program will be reduced by 13.95 percent as specified in subparagraph (a).

xi. Expenditures for the County Medical Services Program (CMSP) will be reduced by
either the 13.95 percent factor as specified in subparagraph (a), or by the costs related
to providing services to those individuals with aid codes used to designate non-
qualified aliens.

A. Expenditures for the CMSP are only allowable for DSHP for the period
November 1, 2010 through December 31, 2011,

B. Implementation of the CMSP LIHP prior to December 31, 2011 will terminate
the eligibility of provider expenditures or claims through SNCP for
uncompensated care.

45. Redistribution of SNCP Funds. The State may redistribute, among designated public
hospitals, Federal matching funds drawn against Safety Net Care Pool claims it receives
which are based on providers’ CPEs, provided that providers receiving Federal funds in
excess of their certified costs cannot return any portion of the payment received to any unit of
government and providers not receiving the total Federal matching funds for a documented
cost cannot utilize those costs as CPEs to claim Federal funds. No Federal matching funding
is available for such redistributions. Retention of such funds by the hospitals for use in either
the current or subsequent fiscal year is allowable. Any redistribution cannot increase local
contributions towards the non-Federal share that would violate maintenance of effort
provisions regarding political subdivisions contributions under the Recovery Act of the
Affordable Care Act.

46. Low Income Health Program (LIHP). The LIHP is a county!-based elective program that
consists of two components, the Medicaid Coverage Expansion (MCE) and Health Care
Coverage Initiative (HCCI). The MCE is not subject to a cap on federal funding, and
provides a broader range of medical assistance than the HCCI, which is subject to a cap on
federal funding within the limited amounts available for the SNCP.

1In the LIHP program ONLY a “county” will be defined as a county, a city and county, a consortium of counties
serving a region consisting of more than one county, a tribal government, or a health authority.
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LIHP Cost Claiming Protocols. The State must maintain a CMS approved funding and
reimbursement protocol (Attachment G) which explains the process the State will use to
determine costs incurred by the LIHP under this Demonstration.
a. Requirements of the funding and reimbursement protocol must:
i. Indicate how the LIHP will document costs; how interim payments will be made; and
how reconciliations will be performed.

ii. Document how the CPE process will interact with the CPE process currently outlined
in Attachment F, and used by the hospitals listed in Attachment C to document costs
eligible for Federal matching. This process should only address the provision of
medical services under the LIHP; the administrative cost claiming protocol is
separately described in Attachment J.

iii. The State must submit funding and claiming protocols to CMS with respect to each
county participating in the LIHP program. The State may not claim FFP prior to the
approval of the funding and claiming protocols. Once the funding and claiming
protocol is approved, payment may be rendered as of the date that the LIHP met all
requirements.

b. For any Demonstration program paid based on actuarially sound per capita rates, the
requirements of the funding and reimbursement protocol must address:
i. How the rates will be determined

ii. Whether the nonfederal share will be provided through intergovernmental transfers or
certified public expenditures, and

iii. The procedures that will apply to payment.

c. Provide for methodologies to determine the separate costs of HCCI services and MCE
services incurred by the LIHP.

LIHP Maintenance of Effort (MOE). The State must demonstrate that the annual amount
of non-Federal funds expended for the LIHP in effect under the prior demonstration as HCCI
programs will be maintained or increased above the State Fiscal Year (SFY) 2006-07 level
and for any new LIHP will be maintained or increased above the SFY 2009-10 level for the
Demonstration period through December 31, 2013, i.e., the State must demonstrate that total
non-Federal expenditures for LIHP in any Demonstration year is equal to or exceeds the
total amount that would have been expended by either the State or local governments in SFY
2006-07 or SFY 2009-10, as applicable, in the absence of the Demonstration. If the State
cannot meet the MOE requirement, CMS will reduce Federal funding for LIHP expenditures
by the amount of the deficiency.

Prior Approval of Claiming Mechanism. The State must maintain a CMS approved
Administrative Cost Claiming Protocol (Attachment J) which explains the process the State
will use to determine administrative costs incurred by the LIHP which must be compliant
with the Office of Management and Budget Circular A-87, "Cost Principles for State, Local,
and Indian Tribal Governments." CMS will provide Federal financial participation (FFP) to
the State at the regular 50 percent match rate for administrative costs including, start up,
implementation and close out costs associated with the approved LIHP and incurred and
subject to the limitations outlined in Attachment J during the Demonstration approval period
within these STCs. The claiming protocol should be modified for Demonstration years 6-9
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51.

VI.

for the new LIHP time periods and also to account for the allocation of administrative costs
between the MCE and the HCCI populations. No FFP for administrative costs is allowed
until a claiming protocol is approved by CMS.

C. Funding Limitations on the LIHP - Health Care Coverage Initiative (HCCI)

Federal Financial Participation for the HCCI Population. A reserved amount of restricted
use SNCP funds as described in paragraph 39.a may only be used to fund expenditures for
the HCCI population that will expand coverage options for individuals who meet the criteria
in paragraph 52.a. ii. The HCCI population program may rely upon the existing relationships
between the uninsured and safety net health care systems, hospitals, and clinics.

HCCI Allocations. The State with CMS approval will determine HCCI allocations for
expenditures in each county for each year of the Demonstration. The allocations will be the
maximum levels of SNCP funding that will be available to pay for expenditures for HCCI
recipients in each county during the Demonstration year. If FFP is to be provided based on
county certified public expenditures, the expenditures for health care coverage service costs
for county HCCI recipients must be documented by each county and. must be compliant with
the Office of Management and Budget Circular A-87, "Cost Principles for State, Local, and
Indian Tribal Governments.” Expenditures will be claimed in accordance with the CMS-
approved HCCI claiming protocol in Attachment G. Attachment G must be modified for
DY’s 6 through 9 to accommodate any new/changes to HCCI programs as well as the
allocation of expenditures between the MCE and the HCCI medical services.

STATE PLAN AND DEMONSTRATION POPULATIONS AFFECTED BY THE

DEMONSTRATION

The Special Terms and Conditions, waivers and authorities separately enumerated for the State
Plan and Demonstration Populations affected by the California Bridge to Reform Demonstration,
and the corresponding Demonstration programs affected by the Demonstration are effective from
the effective date identified in the CMS Demonstration approval letter through October 31, 2015
except for the LIHP that will be effective through December 31, 2013 and will not be extended
by CMS beyond December 31, 2013.

52. Eligibility. Certain state plan eligibles and Demonstration populations authorized under the

expenditure authorities are affected by the Demonstration, as described below.

State plan eligibles derive their eligibility through the Medicaid state plan and are subject to
all applicable Medicaid laws and regulations in accordance with the Medicaid state plan,
except as expressly waived in this demonstration and described in these STCs. Any
Medicaid State Plan Amendments to the eligibility standards and methodologies for these
eligibility groups, including the conversion to a modified adjusted gross income standard
January 1, 2014, will apply to this demonstration. These state plan eligible beneficiaries are
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affected by the demonstration by being required to use the managed care network and
gaining access to additional benefits not described in the state plan.

The Medicaid Coverage Expansion (MCE) population, described below in 52.a.i., and CCS
with special health care needs population, described below in 52.b., are subject to all
applicable Medicaid laws and regulations except as expressly waived or described herein.
The Health Care Coverage Initiative (HCCI) population, described below in52.a.ii., are
subject to Medicaid laws or regulations except as specified in the expenditure authorities or
described herein for these Demonstration populations.

The following population groups are affected by the Demonstration:

a. Demonstration Low Income Health Program — Eligible individuals who meet county
residency requirements of a participating county, are a U.S. citizens, nationals or
otherwise have satisfactory immigration status: are not eligible for Medicaid or CHIP; are
not pregnant, and are within the following populations:

i. Medicaid Coverage Expansion (MCE) Population. Adults between 19 and 64
years of age who have family incomes at or below 133 percent of the FPL (or less
as applicable based on participating county income eligibility standards).
Eligibility for the MCE population expires December 31, 2013, at which time
MCE beneficiaries will be administratively transferred to the new adult group.

1. New MCE Recipients. Adults between 19 and 64 years of age who have
family incomes at or below 133 percent of the FPL and who have been
determined to be eligible for enrollment into a participating county program
after the Demonstration approval date including individuals determined
eligible for enrollment during the Transition Period pursuant to paragraph
39.a.v; and

2. Existing MCE Recipients. Includes certain adults who have family income at
or below 133 percent FPL, and who were enrolled in the “Medi-Cal
Hospital/Uninsured Care Waiver,” HCCI in their county of residence on the
effective date identified in the CMS Demonstration approval letter.

ii.  Health Care Coverage Initiative (HCCI) Population. Adults between 19 and 64 years
of age who have family incomes above 133 percent through 200 percent FPL (or less
as applicable based on participating county income eligibility standards). Eligibility
for the HCCI population expires December 31, 2013, at which time HCCI
beneficiaries will be referred to health coverage options available on the California
Health Benefit Exchange (Covered California) in accordance with the state’s LIHP
transition plan and transition plan addendum.

1. New HCCI Recipients. Adults between 19 and 64 years of age who have
family incomes above 133 through 200 percent of the FPL and who have
been determined to be eligible for enrollment into a participating county
program after the Demonstration approval date including individuals
determined eligible for enrollment during the Transition Period pursuant to
paragraph 39.a.v; and
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2. Existing HCCI Recipients. Includes certain adults who have family income
above 133 through 200 percent of the FPL, who were enrolled in the “Medi-
Cal Hospital/Uninsured Care Waiver,” in their county of residence on the
effective date identified in the CMS Demonstration approval letter.

b. State Plan California Children’s Services (CCS) Affected by the Demonstration are
those children with Special Health Care Needs who are:
i.  Under 21 years of age; and
Ii.  Meet the medical eligibility criteria as defined in the California Code of
Regulations such as congenital anomalies, cerebral palsy, hearing loss, cancer and
diabetes; and
iii.  Meet financial eligibility criteria for CCS if they are:
1. Enrolled in Medi-Cal (per the Medicaid State Plan);

2. Enrolled in Healthy Families (California’s Child Health Insurance Program);

3. Persons in families with an adjusted gross income of $40,000 or less in the
most recent tax year, as calculated for California state income tax purposes; or

4. Projected to expend more than 20 percent of their annual, adjusted gross
family income for treatment of the CCS-eligible condition.

c. State Plan Seniors and Persons with Disabilities (SPD) are those persons who derive
their eligibility from the Medicaid State Plan and are aged, blind, or disabled.

d. 1915(b) Waiver Populations are individuals enrolled in the: (1) California Health
Insuring Organizations; (2) Health Plan of San Mateo (3) Santa Barbara San Luis Obispo
Regional Health Authority; (4) Two Plan Geographic Managed Care delivery systems
i.  Section 1931 Children and Related Populations are children including those
eligible under Section 1931, poverty-level related groups and optional groups of
older children
ii.  Section 1931 Adults and Related Populations are adults including those eligible
under Section 1931, poverty-level pregnant women and optional group of
caretaker relatives.
iii.  Foster Care Children are Medicaid beneficiaries who are receiving foster care or
adoption assistance (Title IV-E), are in foster-care, or are otherwise in an out-of-
home placement.

e. Community Based Adult Services (CBAS) Populations are persons who are age 18 or
older; meet CBAS eligibility under paragraph Error! Reference source not found.(b);
nd derive their Medicaid eligibility from the State Plan and are either aged, blind, or
disabled including those who are recipients of Medicare.

f. Healthy Families Children Transitioning to the Demonstration are uninsured children
with family income up to 250 percent of the FPL not otherwise eligible under the state
plan who are either: a) transition children previously enrolled in the state’s separate CHIP
who meet the conditions for phased-in enrollment in the demonstration population
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described in Section 1050f the STCs; or b) new enrollees who would otherwise meet the
eligibility criteria for enrollment in the state’s approved separate CHIP program.

g. 2013 Managed Care Expansion Populations. This population consists of persons
residing in 28 California counties transitioning from Medi-Cal FFS to Medi-Cal managed
care, beginning no earlier than September 1, 2013. Attachment L specifies the 28
counties, the anticipated start date (subject to CMS approval of the managed care
contracts and the state’s compliance with these STCs), and which populations are
required to enroll in managed care and which are voluntary (by county).

h. New Adult Group. Effective January 1, 2014, the new adult group, described in
section 1902(a)(10)(A)(i)(VHI) of the Social Security Act and 42 CFR 435.119,
pursuant to the approved state plan will be required to obtain services through this
demonstration’s managed care delivery system as described in these STCs. Benefits
for the new adult group are described in the state’s approved alternative benefit plan
state plan amendment.

i. Cal MediConnect eligible beneficiaries are defined in the California-CMS Financial
Alignment Memorandum of Understanding signed March 27, 2013.

J. Coordinated Care Initiative (CCI) Eligible Beneficiaries: are individuals age 21 and
older and includes dual eligible beneficiaries who opt out or are excluded from the Cal
MediConnect program, Medi-Cal only Seniors and Persons with Disabilities (SPDs) who
were previously excluded from the mandatory managed care SPD transition program, and
Medi-Cal managed care enrollees who reside in one of the following 8 counties:
Alameda, Los Angeles, Orange, Riverside, San Bernardino, San Diego, San Mateo, and
Santa Clara, excluding:

e Beneficiaries enrolled in PACE;

e Beneficiaries enrolled in the AIDS Healthcare Foundation;

e Medi-Cal-only beneficiaries excluded due to an approved Medical Exemption

Request, and,;
e Beneficiaries enrolled in SCAN.

VIl. DEMONSTRATION DELIVERY SYSTEMS

If the State chooses to use a managed care delivery system to provide benefits to the
Demonstration populations (defined in STC 52), any managed care delivery system which uses
managed care organizations (MCOs), health-insuring organizations (HIOs), prepaid inpatient
health plans (PIHPSs), or prepaid ambulatory health plans (PAHPs) [collectively referred to as
managed care entities] is subject to all applicable Medicaid laws and regulations, including but
not limited to sections 1903(m), 1905(t), and 1932 of the Act and 42 CFR Part 438.

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 38 of 618



53. Transition of existing 1915(b) waiver programs into the Demonstration. Prior to this
Demonstration, the State operated managed care programs under the authority of 1915(b)
through four separate 1915(b) waivers:

a. Health Plan of San Mateo (HPSM);

b. Santa Barbara San Luis Obispo Regional Health Authority (SBSLORHA);

c. Health Insuring Organizations (HIO)-OBRA County-Organized Health Systems (COHS);
and

d. Two Plan/Geographic Managed Care (GMC).

Health Insuring Organizations are managed care delivery systems unique to California and
operate under the authority of section 9517(c) of COBRA 1985, which was subsequently
amended by section 4734 of OBRA 1990 and MIPAA 2008. HIOs are exempt from the
managed care requirements of section 1932 of the Act (implemented through 42 CFR Part
438) because they are not subject to the requirements under 1903(m)(2)(A) that apply to
MCOs and contracts with MCOs. 42 CFR 438.2 identifies these as county-operated entities
and California state law that passed simultaneously with OBRA 1990 identifies these as
county-organized health systems (COHS). The entities covered by the 1915(b) waivers in
subparagraph b. and c. operate under the HIO authority to deliver benefits to State plan
populations; the HPSM is considered a COHS, but is not considered an HIO by Federal
standards because it became operational after January 1, 1986.

COHS plans must enroll all Medicaid beneficiaries residing in the county in which it
operates. In Humboldt County, beneficiaries may be subsequently disenrolled from COHS to
be enrolled in the Program of All Inclusive Care for the Elderly (PACE), if eligible.
Medicaid beneficiaries residing in COHS counties may not be enrolled in any other
alternative delivery system without prior approval from CMS and an amendment to this
demonstration.

The counties participating in the Two Plan offer a choice of two types of MCOs — a local
initiative plan (a county-organized plan which includes local safety net providers and clinics)
and a commercial plan. The counties participating in the GMC offer a choice of two or more
MCOs.

54. Managed Care Expansions. The State has been granted the authority to operate managed
care programs in the counties in Attachment M. Therefore, a Demonstration amendment is
not required to implement expansions in these counties. However, any new service area
expansions, proposed changes in Demonstration authorities, or changes in the populations
included or excluded in the authorized counties will require an amendment to the
Demonstration as outlined in STC 7, including updated Attachments L and M.

55. Encounter Data Validation Study for New Health Plans. When a managed care entity
begins serving the populations in STC 52. b., c., d., or g, in the Demonstration, the State will
be responsible for conducting a validation study 18 months after the effective date of the
contract to determine completeness and accuracy of encounter data. The initial study will
include validation through a sample of medical records of Demonstration enrollees.
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56. Submission of Encounter Data. The State will submit encounter data to the Medicaid
Statistical Information System (MSIS) as is consistent with Federal law, policy and
regulation. The State must assure that encounter data maintained at managed care entities
can be linked with eligibility files maintained at the State.

57. Standard Transaction Formats for Transmission of Payment and Enrollment to
Managed Care Entities. The State must ensure that regular capitation payments and plan
enrollment rosters provided to the managed care entities serving Demonstration populations
are generated through an automated process that is compliant with the appropriate standard
HIPAA ANSI X12 transaction file format. The State must transition to utilizing Version
5010 of the 820 standard for capitation payments, and the 834 standard for enroliment rosters
by the January 1, 2012. FFP under this Demonstration may be at risk if these electronic
standards are not implemented by the HIPAA-mandated compliance date.

58. Contracts. No FFP is available for activities covered under contracts and/or modifications to
existing contracts that are subject to 42 CFR 438 requirements prior to CMS approval of such
contracts and/or contract amendments. The State will provide CMS with a minimum of 60
days to review and approve changes. CMS reserves the right as a corrective action to
withhold FFP (either partial or full) for the Demonstration until the contract compliance
requirement is met.

59. Capitation Payments. The State must ensure that regular capitation payments made to the
Medicaid health plans that are covered under this Demonstration are done through an
automated process that is compliant with the standard HIPAA ANSI X12 820 electronic
transaction format. The State must transition to utilizing Version 5010 of the 820 standard
transaction by the compliance date of January 1, 2012. Likewise, the State must ensure that
regular plan enrollment rosters are provided to the Medicaid health plans covered under this
Demonstration through an automated process that is compliant with the standard HIPAA
ANSI X12 834 electronic transaction format. The State must transition to utilizing Version
5010 of the 834 standard transaction by the compliance date of January 1, 2012. FFP under
this Demonstration may be at risk if these electronic standards are not implemented by the
HIPAA-mandated compliance date.

60. Network Adequacy. The State must ensure that each managed care entity has a provider
network that is sufficient to provide access to all covered services in the contract.

a. For the Demonstration populations identified in STC 52. b., c., d., g, and h, no later than
30 days prior to enroliment of these populations and annually thereafter, the State must
provide to CMS for review and approval the following:

i. The anticipated Demonstration population enrollment;
ii. Expected service utilization based on the Demonstration population's
characteristics and health care needs;
iii. The anticipated number and types of primary care and specialty providers needed
to provide covered services to the Demonstration population;
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iv. The number of network providers accepting the new Demonstration population;
and

v. The geographic location of providers and Demonstration population, considering
distance, travel time, transportation, and disability access (Not applicable to
demonstration populations identified in STC 52 h).

b. To the extent that the state applies an exception to its time and distance access standards
for a particular region that is part of the 2013 managed care expansion population
described in STC 52.g the state shall provide the CMS the following information no later
than 30 days prior to enrollment:

i. The geographic zip codes where the exception is applied;
ii. The reason(s) for applying this exception, and,;
iii. A description of how the health plan network being certified for network
adequacy compares to the number of FFS provider in the region where the
exception is applied.

And annually thereafter:
I. The geographic zip codes where the exception is applied; and
ii. The reason(s) for applying this exception.

61. Network Requirements. The State must through its health plans deliver adequate primary
care, including care that is delivered in a culturally competent manner that is sufficient to
provide access to covered services to the low-income population, and coordinate health care
services for Demonstration populations.

a. Special Health Care Needs - Enrollees with special health care needs must have direct
access to a specialist as appropriate for the individual's health care condition.

b. Out of Network Requirements - The State through its health plans must provide
Demonstration populations with the corresponding Demonstration program benefits
described within these STCs and must adequately cover these benefits and services out of
network in a timely fashion, for as long as it is necessary to provide them, at no
additional cost to the enrollee.

c. Timeliness - The State through its health plans must comply with timely access
requirements and ensure their providers comply with these requirements. Providers must
meet State standards for timely access to care and services, considering the urgency of
the service needed. Network providers must offer office hours at least equal to those
offered to the health plan’s commercial line of business enrollees or Medicaid fee-for-
service participants, if the provider accepts only Medicaid patients. Contracted services
must be made available 24 hours per day, seven days per week when medically
necessary. The State, through the health plan contracts must establish mechanisms to
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ensure and monitor provider compliance and must take corrective action when
noncompliance occurs.

d. Credentialing - The State through its health plans must demonstrate that the health plan
providers are credentialed. The State must also require these health plans to participate in
efforts to promote culturally competent service delivery.

e. Demonstrating Network Adequacy - Annually the State must provide adequate
assurances that it has sufficient capacity to serve the expected enrollment in its service
area.

I. The State must provide supporting documentation that must show that the health
plan offers an adequate range of preventive, primary, and specialty services care
for the anticipated number of enrollees in the service area. The network must
contain providers who are sufficient in number, mix, and geographic distribution
to meet the anticipated needs of enrollees.

ii. The State through its health plans must submit this documentation when it enters
into a contract.

A. The State must submit this documentation any time that a significant
change occurs in the health plan's operations that would affect adequate
capacity and services.

B. Significant changes include changes in services, benefits, geographic
service area, or payments or the entity's enroliment of a new population.

f. Certification — Prior to enrollment and annually, the State is required to certify to CMS
that each health plan has complied with State standards for service availability and must
make all documentation available to CMS upon request.

62. Concurrent Operation of the Multipurpose Senior Services Program (MSSP) 1915 (c)
Home and Community Based Services (HCBS) program (CA 0141). Payment for the
MSSP 1915 (c) waiver services will be included in the plan capitation payments from the
State starting July 1, 2014. Eligible beneficiaries in the eight CCI counties who are
participating in the MSSP waiver will be allowed to join the Cal MediConnect program, if
eligible, or mandatorily enrolled in a plan. The Cal MediConnect plans and Medi-Cal only
managed care plans will be required to contract with MSSP providers to ensure on-going
access to MSSP waiver services for enrolled beneficiaries through January 31, 2016. MSSP
waiver providers will continue to provide the same services to MSSP Waiver
participants/clients; however, they will receive payment for Medi-Cal managed care
members from the plans. These requirements shall be outlined in the plan and MSSP Waiver
provider contracts.

VIll. OPERATION OF DEMONSTRATION PROGRAMS

A. Low Income Health Program (LIHP)

Note: As described in STC 52 and in the demonstration’s expenditure authorities, eligibility
for the Low Income Health Program expires December 31, 2013, when these

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 42 of 618



beneficiaries will be transitioned to other coverage options.

62. Eligibility and Enrollment Processes. For both the MCE and HCCI programs, eligible
individuals may not be otherwise eligible for Medicaid or CHIP, must be non-pregnant, and
must meet, income eligibility standards that are determined on a county-by-county basis,
with variation in the income eligibility standards between counties within ranges established
under this Demonstration. No asset test will be imposed upon LIHP enrollees. An individual
determined eligible in one participating county who moves to another participating county
will be disenrolled by the county in which the individual is no longer a resident, and may
apply in the county to which the individual becomes a resident.

a. Definitions.
i. MCE Applicants are non-pregnant individuals between 19 and 64 years of age who
are not enrolled in Medicaid or CHIP and who appear to have family incomes at or
below 133 percent of the FPL (or less as applicable based on participating county
standards) who have completed an application in a participating county and who have
not had an eligibility determination.
ii. MCE Recipients
1. New MCE Recipients are individuals between 19 and 64 years of age who have
family incomes at or below 133 percent of the FPL, are not eligible for Medicaid
or CHIP and who have been determined to be otherwise eligible (including
individuals determined eligible for enrollment during the Transition Period
pursuant to paragraph 38.a.v) and are U.S. citizens, nationals or pending
documentation of citizenship consistent with 1902(a)(46)(B) of the Act; or have
satisfactory immigration status consistent with 1137 of the Act; and

2. Existing MCE Recipients includes certain individuals whose income is at or
below 133 percent of the FPL, and who were enrolled in the “Medi-Cal
Hospital/Uninsured Care Demonstration, in their county of residence at the
effective date identified in the CMS approval letter of the California Bridge to
Reform Demonstration. These individuals are entitled to continued MCE
eligibility even though they may not meet the current income eligibility standards
imposed by the participating county program.

iii. HCCI Applicants are non-pregnant individuals between 19 and 64 years of age who
appear to have family incomes above 133 through 200 percent of the FPL (or less as
applicable based on participating county income standards), are not enrolled in
Medicaid or CHIP, do not have third party coverage, who have completed an
application for HCCI in a participating county and who have not had an eligibility
determination.

iv. HCCI Recipients
1. New HCCI Recipients are individuals between 19 and 64 years of age who have

family incomes above 133 through 200 percent of the FPL, are not enrolled in
Medicaid or CHIP, do not have third party coverage, and who have been
determined to be otherwise eligible (including individuals determined eligible for
enrollment during the Transition Period pursuant to paragraph 38.a.v) and are
U.S. citizens, nationals or pending documentation of citizenship consistent with
1902(a)(46)(B) of the Act; or have satisfactory immigration status consistent with
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1137 of the Act and

2. New HCCI Recipient Enrollment Limitation. Within 60 days of Demonstration
approval the State must provide to CMS for review and approval reasonable
procedures and monitoring plans for assuring that MCE applicants are enrolled
prior to HCCI applicants. No FFP will be available for county plans that enroll
new HCCI applicants at the exclusion of MCE applicants.

3. Existing HCCI Recipients includes certain individuals whose income is above 133
through 200 percent of the FPL, and who were enrolled in the “Medi-Cal
Hospital/Uninsured Care Demonstration, in their county of residence at the
effective date identified in the CMS approval letter of the California Bridge to
Reform Demonstration. These individuals are entitled to continued HCCI
eligibility even though they may not meet the current HCCI income eligibility
standards imposed by the participating county program.

v. Initial Eligibility Determination — the determination by a participating county as to
whether an applicant meets the eligibility standards for the MCE or HCCI programs,
using applicable methodologies or procedures in effect in the county under this
Demonstration. As set forth below, a county may determine an individual eligible
subject to a waiting list.

b. Income Range for Eligibility
i.  Baseline Income Limit Notice. The State will provide to CMS within 60 days after
Demonstration approval and with each newly participating county the following:
1. The actual upper income limit elected by the county for recipient eligibility for
the:
A. MCE population - which must be at or below 133 percent of the FPL; and
B. HCCI population - which must be above 133 through 200 percent of the FPL.
2. Actual/projected enrollment for the county by:
A. MCE population; and
B. HCCI population.
3. The projected expenditure limit for the county’s
A. MCE population: and
B. HCCI population.
4. Any county-specific eligibility standards, methodologies, or procedures in effect
in determining how MCE and HCCI applicants become recipients.

ii.  Adjustments to the Income Limit. In the event that, based on advance budget
projections made by the county, funding will not be sufficient to continue to enroll
applicants under the levels the county establishes in paragraph 62.b.i., the county may
reduce the income limit for new applicants. Any reduction in income limits must
ensure that lower income applicants remain eligible unless applicants with higher
incomes are ineligible (as a result, upper income limits may not be reduced for MCE
applicants unless the county no longer extends eligibility to HCCI applicants). As
described in paragraph 64, eligibility levels for recipients will be maintained. In such
cases, The State must submit a 90 day written notice to CMS describing the nature of
the adjustment to the income limit, the start date of the adjustment(s), and the
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County’s actual and projected enrollment.

c. Enrollment Caps. In cases where a county determines, based on advance budget
projections that it cannot continue to enroll applicants without exceeding the funding
available for the county program, the county can establish enrollment caps for the HCCI
program. If, notwithstanding enrollment caps that totally close new enrollment in the
HCCI program, the county estimates that it will still exceed available funding, the county
can establish enrollment caps for the MCE population.

d. Wait Lists for MCE and HCCI Applicants. The State may employ county based wait lists
when a county has established enrollment caps pursuant to the preceding paragraph, as a
method of managing individual applicant enroliment into a county based HCCI or MCE
program.

e. Outreach for those on the Wait Lists. The State will ensure that county based outreach is
conducted for those individuals on a wait list, for at least 6 months, to afford those
individuals the opportunity to sign up for other programs if they are still seeking
coverage. Outreach materials will remind individuals they can apply for Medicaid and
CHIP programs at any time.

63. Eligibility Determinations.

a. Eligibility determinations for the MCE and HCCI populations will be made by
individuals who are employed under merit system principles by the State or local
governments, including local health departments. These employees will refer any
applicant who may be eligible for either Medicaid or CHIP to the State or local
government social services office for an eligibility determination. Any individual
eligible for either Medicaid or CHIP is not eligible for enrollment into the MCE or
HCCI program.

b. Counties will develop eligibility income standards, methodologies and procedures for
the MCE and HCCI populations. Such income standards, methodologies and
procedures must comply with the requirements of section 42 USC 1396b(x) [Social
Security Act section 1903b(x)] and 42 USC 1396a(a)(46)(B) [1902(a)(46)(B)]
regarding documentation of immigration status.

64. Eligibility Redeterminations. Recipients enrolled in a MCE or HCCI program must have
an eligibility redetermination at least once every 12 months unless the county elects the
delayed renewal option described in paragraph (d) below.

a. These eligibility redeterminations cannot be more restrictive during the
redetermination period than those “in effect” during the period of the MCE or HCCI
recipient’s initial eligibility determination.

b. Each redetermination must include a reassessment of the recipient’s eligibility for
Medicaid and CHIP. If upon a redetermination, a recipient is determined ineligible
the recipient shall be disenrolled and if appropriate referred to the county Medi-Cal
office.
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65.

66.

67.

c. A MCE or HCCI enrollee may apply for eligibility under Medicaid or CHIP at any
time for any reason. The State or local governments, including local health
departments will determine eligibility for Medicaid and CHIP and enroll individuals
in programs for which they are found eligible.

d. Between September 1, 2013 and December 31, 2013, counties may elect to delay
renewals for MCE or HCCI beneficiaries for a one year period.

Retroactive Eligibility. Retroactive eligibility up to 3 months prior to the date of
application may be extended to the LIHP population, at county option, similar to the
retroactive eligibility under the State plan.

Disenrollment of Recipients.
a. MCE population. Recipients will be disenrolled:
i. Inaccordance with Medicaid law and policy; or
ii. If they no longer reside in the county participating in the MCE program.
b. HCCI population. Recipients will be disenrolled if they:
I. Have been determined to be unable to provide documentation of citizenship;
ii. Does not provide or no longer meets program eligibility requirements;
iii. Exceed income limits allowed for the program;
iv. Voluntarily withdraw from the program
v. No longer reside in the County participating in the HCCI
vi. Become incarcerated or are institutionalized in an IMD;
vii. Attain age 65;
viii. Are no longer living; or
iX. Obtain other health coverage.

Standard Low Income Health Program Benefits consists of a core set of services listed
below in 67.a., and b. and other add-on services allowable under Section 1905(a) of the
Social Security Act, which are reasonable and necessary in establishing a diagnosis and
providing palliative, curative or restorative treatment for physical and/or mental health
conditions in accordance with the standards of medical practice generally accepted at the
time services are rendered. Each service must be sufficient in amount, duration, and scope to
reasonably achieve its purpose; and the amount, duration, or scope of coverage, may not
arbitrarily be denied or reduced solely because of the diagnosis, type of illness, or condition
(42 CFR 440.230). FFP is available for such services through the authority granted in this
Demonstration.
a. MCE population core benefits to the extent available under the California State Plan.
i.  Medical equipment and supplies;
ii.  Emergency Care Services (including transportation);
iii.  Acute Inpatient Hospital Services;
iv.  Laboratory Services;
v.  Mental health benefits as described in paragraphs 68 and 69;
vi.  Prior-authorized Non-Emergency Medical Transportation (when medically
necessary, required for obtaining medical care and provided for the lowest cost
mode available);
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vii.  Outpatient Hospital Services;
viii.  Physical Therapy;
iIX.  Physician services (including specialty care);

X.  Podiatry;
xi.  Prescription and limited non-prescription medications;
xii.  Prosthetic and orthotic appliances and devices; and

xiii.  Radiology.

b. HCCI population core benefits.
i.  Medical equipment and supplies;
ii.  Emergency Care Services;
iii.  Acute Inpatient Hospital Services;
iv.  Laboratory Services;
v.  Outpatient Hospital Services;
vi.  Physical Therapy;

vii.  Physician services(including specialty care);

viii.  Prescription and limited non-prescription medications;
iX.  Prosthetic and orthotic appliances and devices; and
X.  Radiology.

o

Excluded or Non Covered Benefits. Services and Benefits excluded from the MCE and
HCCI core benefit plans include:

i.  Organ Transplants;

ii.  Bariatric surgery; and
iii.  Infertility related services

d. Enhancements to Core Benefits. Counties may provide other add-on services and benefits
allowable under Section 1905(a) of the Social Security Act that include additional
Medicaid eligible services above the minimum core benefits and receive Federal funding.
The State will submit such proposals to CMS for approval.

e. Denial of Services. Except for those medically necessary emergency care services for
MCE recipients described in 67.f., the LIHP may exclude those services listed above in
paragraph 67.a.b, and d, that are rendered by providers that are not in the provider network
for the LIHP.

f. Coverage of Out-of-Network Emergency Services. Participating counties under the LIHP
must provide coverage of emergency services provided in hospital emergency rooms for
emergency medical conditions, and/or required post-stabilization care, regardless of
whether the provider that furnishes the services is within the LIHP network consistent with
paragraph 67.e.

i. Payment. LIHP may pay for emergency services and post-stabilization services
provided by out-of-network providers at 30 percent of the applicable regulatory fee-for-
service rate under the State plan (less any supplemental payments), except that, with
respect to inpatient hospital services, LIHP programs may pay 30% of the applicable
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regional un-weighted average of per diem rates paid to SPCP-contracted hospitals. The
out-of-network provider must accept LIHP program payments made in accordance with
these STCs as payment in full for the services rendered, and the LIHP recipient may not
be held liable for payment.

ii. Out-of-network providers must, as a condition for receiving payment for emergency
services, notify the LIHP program within 24 hours of admitting the patient into the
emergency room, and, with respect to post-stabilization care, meet the approval
protocols established by the LIHP.

iii. Definitions.

1. Emergency medical condition means a medical condition manifesting itself by
acute symptoms of sufficient severity (including severe pain) that a prudent
layperson, who possesses an average knowledge of health and medicine, could
reasonably expect the absence of immediate medical attention to result in the
following:

A. Placing the health of the individual (or, with respect to a pregnant woman, the
health of the woman or her unborn child) in serious jeopardy.

B. Serious impairment to bodily functions.

C. Serious dysfunction of any bodily organ or part.

2. Emergency services means covered inpatient and outpatient services that are
furnished by a provider that is qualified to furnish these services under this title,
and needed to evaluate or stabilize an emergency medical condition.

3. Post-stabilization care services means covered services related to an emergency
medical condition that, subject to approval protocols, are provided after an enrollee
is stabilized in order to maintain the stabilized condition or to improve or resolve
the enrollee’s condition.

g. Funding of Out-of-Network Emergency Services. In addition to the funding mechanisms
described in paragraph 43 [CPE and IGT], the State may fund the nonfederal share of
LIHP program payments for out-of-network emergency services with provider fee
revenues that comply with section 1903(w).

h. LIHP Materials. LIHP will include in materials information about their ability to receive
emergency and/or post-stabilization services in out-of-network hospitals as well as their
right to not be liable for payment for these services. LIHP programs will ensure that
beneficiary id cards indicate to emergency providers that the LIHP program should be
contacted for reimbursement and approval for post-stabilization services.

i. Provider Bulletin. The State will issue a provider bulletin indicating the requirement that
providers must accept the LIHP out of network emergency service rates as reimbursement
in full and are not permitted to balance bill patients.

68. MCE Mental Health Benefit Criteria. The MCE enrollee as described in paragraph
52entitled “Eligibility” must be diagnosed by a MCE participating provider, within their
scope of practice, with a mental health diagnosis specified in the most recent version of the
Diagnostic and Statistical Manual (DSM) published by the American Psychiatric
Association.

a. The enrollee must also have at least one of the following impairments as a result of the
diagnosed mental disorder:
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I. Asignificant impairment in an important area of life functioning.
ii. A probability of significant deterioration in an important area of life functioning.
b. The intervention recommended by the enrolled provider, within their scope of practice,
must be reasonably calculated to:
i. Significantly diminish the impairment; or
ii. Prevent significant deterioration in an important area of life functioning.
c. Inaddition to the criteria listed above, for an inpatient admission for treatment of a
diagnosed mental disorder, one or more of the following criteria may also apply:
I.  The impairment, symptoms or behavior:
Represent a current danger to self, others or property;
Prevent the enrollee from providing for, or utilizing food, shelter or clothing;
Present a severe risk to the enrollee’s health and safety;
Require further psychiatric evaluation or medication treatment that cannot be
provided on an outpatient basis.

COow>

69. Mental Health Benefits for MCE enrollees. The State must offer a minimum evidence-
based benefits package for mental health services under the Demonstration, to promote
services in community-based settings with an emphasis on prevention and early intervention.
a. Minimum Benefits Package. Each county will provide the minimum level of mental

health benefits to enrollees:
i. Up to 10 days per year of acute inpatient hospitalization in an acute care hospital,
psychiatric hospital, or psychiatric health facility.
ii. Psychiatric pharmaceuticals.
iii. Up to 12 outpatient encounters per year. Outpatient encounters include assessment,

individual or group therapy, crisis intervention, medication support and assessment. If

a medically necessary need to extend treatment to an enrollee exists, the plan will
optionally expand the service(s).
b. Benefits beyond the Minimum. Counties may provide other add-on services allowable

under Section 1905(a) of the Social Security Act that include additional Medicaid eligible

services above the minimum core benefits and receive Federal funding. The State will
submit such proposals to CMS for approval.

c. Option to carve out Mental Health Benefits. Counties may opt to provide mental health
services through a delivery system that is separate from the LIHP.

70. Design of Behavioral Health Needs Assessment - Upon Demonstration approval, the State
shall work with CMS, Substance Abuse and Mental Health Services Administration
(SAMSHA), State Departments of Mental Health and Alcohol and Drug Programs to design
an approach for a systems assessment to identify the services (including amount, duration,
and scope) available throughout the State. This assessment design shall also include
information on available service delivery infrastructure, information system
infrastructure/capacity, provider capacity, utilization patterns and requirements (i.e., prior
authorization), current levels of behavioral health and physical health integration and other
information necessary to determine the current state of behavioral service delivery in
California.
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71. Initial Behavioral Health Services Needs Assessment. No later than March 1, 2012, The
State will submit to CMS a comprehensive assessment, developed collaboratively with the
State Departments of Mental Health and Alcohol and Drug Programs, of its current
behavioral health system, anticipated growth needs to meet all Medicaid needs by 2014,
including mental health and substance use services system. This assessment shall include an
accounting of the services (including amount, duration, and scope) available throughout the
State as of the assessment. This assessment shall also include information on available
service delivery infrastructure, information system infrastructure/capacity, provider capacity,
utilization patterns and requirements (i.e., prior authorization) current levels of behavioral
health and physical health integration and other information necessary to determine the
current state of behavioral service delivery in California.

72. Behavioral Health Services. By October 1, 2012, the State will submit a detailed plan,
including how the State will coordinate with the Department of Mental Health and Alcohol
and Drug Programs, to CMS outlining the steps and infrastructure necessary to meet
requirements of a benchmark plan and ensure strong availability of behavioral health services
statewide no later than 2014. This plan must be approved by CMS.

73. Technical Assistance for Assessment and Plan. CMS, in partnership with other Agencies
of the Department of Health and Human Services, including the SAMSHA, will provide
technical assistance in the development and conduct of the assessment(s), and the plan to
ensure service delivery capacity sufficient to meet Federal requirements effective in 2014.

74. Cost Sharing Parameters for the LIHP Population.

a. MCE related enrollment fees and premiums must be discontinued for enrollees with
family income at or below133 percent of the FPL and newly participating MCE program
counties must comply with Medicaid cost sharing limits for MCE and HCCI populations.

b. Effective July 1, 2011. All cost-sharing must be in compliance with Medicaid
requirements for State plan populations that are set forth in statute, regulation and
policies and all HCCI enrollees must be limited to a 5% aggregate cost sharing limit per
family.

75. Delivery Systems for the LIHP Population. If the State chooses to use a managed care
delivery system to provide benefits to the LIHP population, any managed care delivery
system which uses managed care organizations (MCOs), health-insuring organizations
(HIOs), prepaid inpatient health plans (PIHPs), prepaid ambulatory health plans (PAHPS) or
primary care case management systems (PCCMs) [collectively referred to as managed care
entities] is subject to all applicable Medicaid laws and regulations, including but not limited
to sections 1903(m), 1905(t), and 1932 of the Act and 42 CFR Part 438, except as expressly
noted below and consistent with the Demonstration waiver and expenditure authorities. A
county based delivery system with a closed network of providers will be considered a
managed care delivery system.

76. Network Adequacy and Access Requirements for the LIHP Population. The State must
ensure that any managed care entity or managed care delivery system (Plan) complies with
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network adequacy and access requirements, including that services are delivered in a
culturally competent manner that is sufficient to provide access to covered services to the
low-income population. Providers must meet standards for timely access to care and services,
considering the urgency of the service needed.

a.

Accessibility to primary health care services will be provided at a location within 60
minutes or 30 miles from each enrollee’s place of residence. Primary care appointments
will be made available within 30 business days of request during the period of the
Demonstration term through June 30, 2012 and within 20 business days during the
Demonstration term from July 1, 2012 through December 31, 2013. Urgent primary care
appointments will be provided within 48 hours (or 96 hours if prior authorization is
required) of request.

Specialty care access will be provided at a minimum within 30 business days of request.
Network providers must offer office hours at least equal to those offered to a Plan’s
commercial line of business enrollees or Medicaid fee-for-service participants. Services
under the contract must be made available 24 hours per day, seven days per week when
medically necessary. The State, through managed care entity contracts must establish
mechanisms to ensure and monitor provider compliance and must take corrective action
when noncompliance occurs.

The State will establish alternative primary and specialty access standards for rural areas,
service areas within a county with a population of 500,000 or fewer, other areas within a
county that are sparsely populated, or other circumstances in which the standards are
unreasonably restrictive.

In an area of Los Angeles County where an uneven distribution of population resides
across a large geographic area, the County shall, in instances where there is no network
participation by other designated public hospitals or non-designated public hospitals,
include coverage of inpatient hospital services at the nearest network hospital through the
provision of appropriate transportation that is commensurate with patient need, is
required for obtaining medical care and is provided at the lowest cost mode available.

A Plan will not be found to be in violation of 1902(a)(10)(A) with respect to the
provision of federally-qualified health center (FQHC) services as long as it contracts with
or otherwise offers services through at least one FQHC if such a health center exists in
the county or geographic service area of the Plan.

Penalty Provisions Related to Network and Access Requirements. Failure to implement
or operationalize the provisions listed in this paragraph will result in the loss of a
percentage of the expenditure cap applicable to Safety Net Care Pool (SNCP)
expenditures cap (not including HCCI expenditures) under the expenditure authorities. If
the State fails to meet a provision, related to Network Adequacy and Access
Requirements for the LIHP Population, the annual expenditure authority cap will be
reduced by the amount(s) listed in the table below for SNCP expenditures other than
those reserved for the HCCI.

Penalty Amount as a percentage of
Deadline The Annual Safety Net Care Pool Expenditure
(Total Computable)

Prior to Demonstration 5.0%
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Enrollment
Nov. 1, 2011 and annually | 5. 0%

h. Application of the Penalty. The State’s annual expenditures under the SNCP will be
reduced in the proceeding DY to the extent described above. Thirty days after the close
of the DY, the State’s annual expenditures under the SNCP for that year will be
determined. The reduction in expenditure authority shall be applied to sequential DY, if
the State has not met the required provisions. Once a requirement has been met, no
further penalties associated with that requirement will be imposed.

77. LIHP Credentialing and Cultural Competence. The State must ensure that providers of all
managed care entities or managed care delivery systems are appropriately credentialed for
the services furnished, and must ensure that the managed care entities participate in efforts to
promote culturally competent service delivery.

78. Encounter Data. Each county LIHP managed care delivery system in the Demonstration
will be responsible for the collection and reporting of data on services furnished to
Demonstration enrollees through encounter data or other methods as specified by the
State. The State will, in addition, develop mechanisms for the collection, reporting, and
analysis of these data (which should at least include all outpatient, inpatient and physician
services.

79. Federal Financial Participation for the Medicaid Coverage Expansion (MCE)
Population. There will be no limit to the FFP in expenditures for the provision of services to
MCE populations.

80. Due Process. By May 1, 2011, the State must implement standards and procedures for
hearings and appeals by LIHP applicants and recipients. These standards and procedures
shall not go into effect until approved by CMS. The State’s proposed standards and
procedures shall be submitted to CMS for review by January 1, 2011.

a. Scope. The State must describe the standards and procedures for hearings and appeals
from the following determinations under the LIHP:

i. Denial, reduction or termination of eligibility;

ii. Denial of enrollment and denial of placement on a waiting list; or

iii. Denial, reduction or termination of specific benefits.

b. Standards and Procedures must include, but are not limited to:

i. Notices provided to individual applicant or recipient prior to an adverse action
taking place, include content of the notice and timeframes the notice will be
issued;

ii. Requirement to maintain and reinstate services in appropriate circumstances per
42 CFR 431.230 and 231.

iii. Hearing rights - To include, but not be limited to, right to a “de novo hearing,”
neutral arbiter, right to review case record, present evidence, and question or
refute evidence (including to cross-examine witnesses)

iv. Hearing decision and informing the applicant or recipient of the decision.
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c. Expedited Process. Any process the state may use to expedite hearings or appeals.

d. Recoupment. The procedure the State may employ to recoup payments made pending an
appeal that upholds a denial or termination of eligibility or benefits.

e. Federal Financial Participation (FFP). Once the State’s unique hearings and appeals
standards and procedures go into effect, FFP will be available in administrative costs to
the State for operating the hearings and appeals system, and for medical assistance costs
for benefits within the scope of the Demonstration to carry out the hearing decision. But
no FFP will be available to the State for the administrative or medical assistance costs
relating to judicial appeals challenging the adequacy of the hearing system (including
remanded cases). Since the State will be exercising flexibility to deviate from the federal
standards and procedures, the State will be at risk for defending its hearing and appeals
system procedures and related substantive outcomes.

B. Managed Care Delivery Systems for Seniors and People with Disabilities (SPD)
Populations Affected by the Demonstration

If the State chooses to use a managed care delivery system to provide benefits to the SPD
population, any managed care delivery system which uses managed care organizations (MCOs),
health-insuring organizations (H10s), prepaid inpatient health plans (PIHPs), prepaid ambulatory
health plans (PAHPS) or primary care case management systems (PCCMs) [collectively referred
to as managed care entities) is subject to all applicable Medicaid laws and regulations, including
but not limited to sections 1903(m), 1905(t), and 1932 of the Act and 42 CFR Part 438, except as
expressly noted below and consistent with the Demonstration waiver and expenditure authorities.
Each of these STCs is in addition to standards established under other provisions of the STCs for
this Demonstration, and nothing in this section waives any provision of Part 438 of Title 42 to
the Code of Federal Regulations (CFR) and Section 1903(m) of the Social Security Act.
Requirements related to tribal members apply to this section. These STCs apply to the counties
indicated in Attachment O — County Listing for SPD Enroliment.

81. Mandatory Enrollment of SPDs

a. Enrollment. The State may mandatorily enroll SPDs into Medi-Cal managed care
programs to receive benefits in the counties specified in Attachment O on or after
December 1, 2014 in the Regional and Imperial Model Counties, herein called RIMC.
This does not include individuals who are eligible for full benefits in both the Medicare
and Medicaid programs, or dual-eligible individuals, who are excluded from mandatory
enrollment in a Medi-Cal managed care plan unless the same plan operates as a Medi-Cal
and Medicare Advantage plan in the county that the dual eligible resides in. The
mandatory enrollment of SPD individuals will apply to new or existing Medi-Cal in the
counties specified in Attachment O when the plan or plans in the geographic area have
been determined by the State to meet certain readiness and network requirements and
require plans to ensure sufficient access, quality of care, and care coordination for
beneficiaries established by the State, as required by 42 CFR 438 and approved by CMS.
The State will provide updates through its regular meetings with CMS and submit regular
documentation requested of its Readiness Review status.
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i.  SPDs residing in Sacramento County will not be mandatorily enrolled into the
Sacramento County dental program. SPDs will have the option to voluntarily
enroll into the dental program.

b. Choice. For RIMC and for counties that do not operate a County Organized Health
Systems (COHS), the State will ensure that at the time of initial enrollment and on an
ongoing basis, the individuals have a minimum of 2 plans meeting all readiness
requirements from which to choose. For counties that operate a COHS, the State need not
ensure any choice of plans.

c. Notice Requirement for a Change in Network. The State will provide notice to CMS as
soon as it becomes aware of (or at least 90 days prior if possible) a potential change in the
number of plans available for choice within an area, or any other changes impacting
proposed network adequacy. The State may not mandatorily enroll the SPD population
into any plan that does not meet network adequacy requirements as defined in 42 CFR
438.206.

d. Enrollment and Contracting. The State must not begin mandatory enrollment of the SPD
population into a managed care plan prior to obtaining contract approval from CMS. The
State will utilize appropriate risk adjustment in the development of its capitation
payments and will set forth expectations for plans to ensure sufficient access, quality of
care, and care coordination for beneficiaries.

e. Advisory Committee. The State will maintain for the duration of the Demonstration a
managed care advisory group comprised of individuals and interested parties impacted by
Medi-Cal managed care, regarding the impact, effective implementation, and quality of
care provided to seniors and persons with disabilities. Membership on this group should
be periodically updated to ensure adequate representation of newly mandatorily enrolled
individuals. The Advisory Committee will meet at least quarterly during the
Demonstration’s implementation and minutes related to the Advisory Committee’s
activity will be submitted to CMS with the State’s quarterly report as per STC 23.

f. The specific geographic areas where SPDs may be mandatorily enrolled in managed care
are detailed in Attachment O. For RIMC, SPDs will become mandatory effective on
December 1, 2014, or following contract approval.

82. SPD Benefit Package

a. SPDs mandatorily enrolled in any managed care program within the State will receive
from the managed care program the benefits as identified in Attachment N — Capitated
Services List/Managed Care Benefit Package. The attachment must also indicate the
services excluded from the benefit package; those services will be available outside of the
managed care program. As noted in plan readiness and contract requirements, the State
will assure that enrolled individuals shall have referral and access to State plan services
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that are excluded from the managed care delivery system but available through a fee-for-
service delivery system, and will also assure referral and coordination with services not
included in the established benefit package.

b. Any addition or subtraction in Medicaid program benefits not reflected in the state plan,
such as home and community-based services (HCBS), for any specific population added
to the established benefit package will require an amendment to the Demonstration. The
state may submit technical updates to Attachment N without submitting an amendment
for benefit changes that are reflected in the state plan as a result of an approved state plan
amendment.

83. Consumer Assistance

a. Initial Outreach and Communication Strategy. The state must demonstrate to CMS
through documentation that it has an outreach and communications strategy prior to
implementation for RIMC to explain the changes to individuals to be impacted by
mandatory enrollment. The state must also publish on its website current, future and past
outreach events. The state will provide details including the date, time, location, and
agendas. The state will update this information as needed. The strategy shall describe
the State’s planned approach for advising individuals regarding health care options
utilizing an array of outreach techniques (including in person as needed) to meet the wide
spectrum of needs identified within the specific population. The strategy will further
articulate the State’s efforts to ensure that the individuals have access to information and
human assistance to understand the new system and their choices, their opportunities to
select a health plan or particular providers and to achieve continuity and coordination of
care. The strategy will include a timeline for implementation. All updates or
modifications to the outreach and communication strategy shall be submitted to CMS for
review throughout the Demonstration.

b. CMS Review of Enrollee Communication. The State will submit to CMS any written
communication from the State to enrollees for review 10 days in advance of being sent to
beneficiaries.

c. Stakeholder Review of Enrollee Communication. The State will submit to stakeholders
any written communication to enrollees for review before they are sent to beneficiaries.

d. Ongoing Outreach and Communication Strategy. The state must demonstrate to CMS
through documentation that it has an ongoing outreach and communications strategy
prior to implementation for RIMC to reiterate the options and articulate the rights of
individuals impacted by mandatory enrollment as required by 42 CFR 438. This strategy
must describe the State’s methodology for advising individuals utilizing an array of
outreach techniques to meet the wide spectrum of needs identified within the population.
The strategy will further articulate the State’s efforts to ensure that the individuals have
access to human assistance to understand the new system and their choices, their
opportunities to select a health plan or particular provider and to achieve continuity of
care and care coordination. On an ongoing basis the State will assure that enrollees be
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notified of changes that will have a major impact on their benefits or access no less than
30 days prior to the change.

e. Sensitivity Training. The state must demonstrate to CMS through documentation that it
has a SPD Sensitivity Training curriculum, including an anticipated target audience prior
to implementation for RIMC. Updates or modifications to the curriculum shall be
submitted to CMS throughout the Demonstration.

i.  All appropriate plan and State staff shall be trained using the SPD Sensitivity
Training Curriculum prior to implementation.

f. Informing/Education Materials. The state must demonstrate to CMS through
documentation that it has informational and educational materials that meet the
requirements of 42 CFR 438 prior to implementation for RIMC to explain the changes in
service delivery. Such materials must comport with 42 CFR 438., and be developed in
collaboration with stakeholders. These materials must be sent to the CMS Regional
Office for review 10 days in advance of mailings to beneficiaries. Information should
include information on timeframes, enrollment choice options and types and availability
of assistance.

The State shall submit to CMS all public communication tools (both State issued, or
State-directed from plans) to be used to explain every facet of mandatory enroliment,
plan choice, benefit packages, rights, safeguards and how to receive assistance with
understanding the program and process. These would include directional memoranda to
plans, online tools or other policy or guidance conveyance documents. Updates or
modifications to the curriculum shall be submitted to CMS throughout the
Demonstration.

g. Offers of individual assistance should be prevalent in documentation developed by the
State and the plans including information on how to obtain in-person individual
assistance through various means in an effort to minimize default assignments (e.g.,
assistance through enrollment broker, availability of a toll-free number, etc.).

i.  CMS Review. The State will submit to CMS all public communication tools (both
State issued, or State-directed from plans) to be used to explain every facet of
mandatory enrollment, plan choice, benefit packages, rights, safeguards and how
to receive assistance with understanding the program and process. These would
include directional memoranda to plans, online tools or other policy or guidance
conveyance documents. Updates or modifications to the curriculum will be
submitted to CMS throughout the Demonstration.

ii.  Communication Follow-up. Offers of individual assistance should be prevalent in
documentation developed by the State and the plans.
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h. Readability and Accessibility. All education materials, mail or electronic, should be
available in languages, in formats, and at reading levels that will substantially meet the
needs of the individuals impacted by the mandatory enrollment.

i.  Community Presentation. The state must demonstrate to CMS through documentation
that it has developed a “Community Presentation” and completed all “Community
Presentations” prior to implementation for RIMC. Community presentations can consist
of in-person meetings, teleconferences, webinar, or other appropriate forums. Forums or
locations for these Presentations will be determined in collaboration with stakeholder
groups.

j. Collaboration with Community Organizations. Since transition of a large number of high
needs beneficiaries will impact the organizational structure and resources of health plans,
clinics and community-based organizations that serve SPD, the State will ensure health
plans are partnering with community organizations in an ongoing effort to improve
resource utilization, training, communication for members, and information on the
completion of health risk assessment process. The state will provide CMS with updates
on the completion of health risk assessments quarterly, during monthly monitoring calls.

84. Transition into Mandatory Managed Care and Enrollment Strategies
a. Approaches to Affirmative Choices. The State will implement mandatory managed care
for all SPD populations affected by the Demonstration:
I.  Any non- County Organized Health System (COHS) participating county
once at least two contracts have been approved by CMS
ii.  Any new non-COHS county cannot implement mandatory managed care for
SPDs until the designated plan meets the same readiness requirements as
described in paragraph 85
iii.  For RIMC, all SPDs will transition on the same day.
iv.  Through the outreach, enroliment and education strategy the State will
articulate and establish clear methods for affirmative choice for individuals
(e.g., online, in person, in writing, verbal with signature confirmation, by
proxy or surrogate decision-maker, etc.). These methods will be available for
review by CMS prior to implementation for RIMC.

b. _Approaches to Default

i.  Forindividuals who do not make an affirmative choice, and after repeated
efforts (letter, followed by at least 2 phone calls) to encourage choice, the
State will identify individual claims and data to make a default selection into a
plan based on usual and known sources of care, including previous providers,
and utilization history, including use of particular specialty providers data.
Default enrollees will have the opportunity to see their existing providers for a
period of 12 months after enrollment as described in paragraph 81.f. iii. The
default shall not occur until education and outreach efforts are conducted (in
person as needed) as noted above. The State must submit its default process
rationale and design to CMS prior to initial enrollment. When an assignment
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cannot be made based on affirmative selection or utilization history, plan
assessment shall be based on factors such as plan quality and safety net
providers in a plan’s network.

ii.  The State will provide documentation and assurances for CMS review, that
the infrastructure will be in place at the State level, and across the plans, to
effectively manage the default selection process prior to implementation for
RIMC.

iili.  The State must have a CMS-approved enrollment broker protocol and
business rules for default process, and documentation requirements for failed
affirmative selection leading to SPD default prior to implementation. Such
protocol should, in circumstances where available data and utilization is
insufficient to provide a clear, reasonable default selection, provide for pre-
default assessment to determine individual needs.

iv.  The State shall inform individuals of their opportunity to change plans at any
time.

c. Efforts to Ensure Seamless Transitions
i.  The State will provide CMS with its methodology for providing plans with a

maximum of available data on Medi-Cal service utilization and provider
utilization for SPD enrollee. This includes Medi-Cal administered services
that are administered through sister agencies and takes into account the use of
electronic health records (EHR) and Health Information Exchange as a source
of clinical data on SPD enrollees as it becomes available. The provision
and/or exchange of such data shall be done in accordance with Federal and
State privacy and security requirements.

ii.  The State must document prior to implementation that information technology
systems and infrastructure are in place to effectively manage the data
exchange expectations set forth in this section to support smooth transition of
SPDs in RIMC to managed care.

iili.  The State must provide plans with up to one year of utilization and Treatment
Authorization Request data sufficiently in advance of implementation to assist
plans in identifying enrollees with complex, multiple, chronic or extensive
health care needs or high risk enrollees upon assignment or enrollment. CMS
recommends that plans be provided these data at least 30 days prior to
mandatory enrollment.

iv.  In order to minimize possible care disruption, the state will require health
plans to honor active Fee-For Service Treatment Authorization Requests for
up to 60 days or until a new authorization is completed by the plan.

v.  The State will work with CMS to establish a mechanism within its Money
Follows the Person (MFP) Demonstration, "California Community
Transitions,” to increase opportunities for eligible individuals to access HCBS
upon discharge from hospitals and nursing facilities as an alternative to
institutional services.

85. Plan Readiness and Contracts
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a. Plan Readiness — Initial and Ongoing

I.  The State shall consult with CMS to determine the final procedures for
establishing and monitoring initial and ongoing network adequacy to serve the
mandatorily enrolled SPDs that ensures compliance with 42 CFR 438 and the
Knox Keene Act prior to implementation. The final methodology will be
developed in consultation with CMS and will include such items as specialist
to beneficiary ratios based on data from the COHS, geo-mapping of FFS
providers versus network providers, minimum standards regarding access to
specialty providers and their capacity to serve individuals, physical and
programmatic accessibility of the plan (including completion of facility site
reviews before readiness) or other strategies to ensure adequate network
resources to meet the needs of the individuals to be served by managed care in
RIMC.

ii.  The State will provide support to CMS in its review and determination of
appropriateness of all contract amendments including the provision of
documentation.

iii.  The State will complete network certifications for each county prior to
implementation. Each county network certification will be done across the
geographic area covered by the county.

iv.  The State will submit any updates to the network adequacy procedures upon
changes.

b. Atany time, CMS may require mandatory enroliment freezes based upon review of State
reports if it is evident that network adequacy targets as defined in the methodology are
unmet. At any time, CMS reserves the right to withhold approval of contracts/contract
amendments and/or Federal financial participation (FFP) if CMS determines that network
adequacy is not met. Any available statutory or regulatory appeal procedures will apply.

c. The State will submit to CMS for review and approval a list of deliverables/submissions
for readiness that is being requested from plans (presently and on regular intervals), and a
description of State approach to analysis and verification prior to implementation.

d. The State shall submit to CMS its plan for ongoing monitoring of plans, which must
include the necessary elements in the network adequacy methodology. Beginning in year
one of mandatory enrollment, monitoring must occur quarterly, with assessment and
reports on network adequacy submitted to CMS no later than 60 days after the close of
each calendar quarter until the quarter ending , December 31, 2015 for RIMC.

e. The State will submit to CMS for review the State’s contingency plan for addressing
insufficient network issues prior to implementation.

f. Items Necessary for Plan Readiness:
i.  Care Coordination. The State shall submit to CMS their procedures for
ensuring that each plan has sufficient resources and training available to
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provide the full range of care coordination for individuals with disabilities,
multiple and chronic conditions, and individuals who are aging prior to
implementation. Care coordination capacity should reflect demonstrated
knowledge and capacity to address the unique needs (medical, support and
communication) of individuals in the SPD population and include capacity to
provide linkages to other necessary supports outside of each plan’s benefit
package (e.g., mental health and behavioral health services above and beyond
the benefits covered within the plan, personal care, housing, home delivered
meals, energy assistance programs, services for individuals with intellectual
and developmental disabilities and other supports necessary). The needs may
be identified through the risk assessment process. Care shall be coordinated
across all settings including services outside the provider network.

ii.  Standardized Assessments. The State shall provide detailed information
regarding the process to conduct health risk assessments for individuals at risk
based on FFS data prior to implementation.

The State shall direct the plans to engage in a preliminary assessment/screen
of needs of enrolled individuals within 44 days of enrollment.

The State shall ensure minimum assessment/screen components to be included
in any assessment/screen administered by the plans to enable comparability
and standardization of elements considered and included in all plan
assessments.

iii.  Care Continuity. Initial and Ongoing - The State shall ensure that the plans
have mechanisms to provide continuity of care to SPD enrolled individuals in
order to furnish seamless care with existing providers for a period of up to 12
months after enrollment and established procedures to bring providers into
network.

The State shall submit to CMS the policies and procedures that will establish
and maintain a statewide, standardized exception process for an extended
period of care continuity for individuals with significant, complex or chronic
medical conditions prior to implementation.

iv.  Person-Centered Planning and Service Design. The State ensures that all
contracts will include an assurance that the plans will have protocols in place
to require person-centered planning and treatment approaches for each
enrollee by the end of the first year of the Demonstration. While definitions
and models of person-centered planning vary, the protocols shall at a
minimum, address the following: 1) How the plan will identify each
enrollee’s preferences, choices and abilities and the strategies to address those
preferences, choices and abilities; 2) How the plan will allow the enrollee to
participate fully in any treatment or service planning discussion or meeting,
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including the opportunity to involve family, friends and professionals of the
enrollee’s choosing; 3) How the plan will ensure that the enrollee has
informed choices about treatment and service decisions; and 4) How the
planning process will be collaborative, recurring and involve an ongoing
commitment to the enrollee.

Specialty Healthcare Sufficient Provider Pool. The State shall ensure that each plan has a
sufficient supply and continuum of providers to meet the unique needs of the population to be
served as required by 42 CFR 438.206-207, the Knox Keene Act and other applicable state law
and regulation. Such adequacy analysis can be based upon COHS plans data. For RIMC, the
State will utilize current Fee-for-Service utilization data for matching against each health plan’s
network to assure an adequate network is in place to continue to provide all medically necessary

care.

Vi.

Vii.

viil.

Geographic Accessibility. The State shall ensure that each plan has an
accessible network (including specialty providers) with reasonable geographic
proximity to the individuals enrolled as required by State statute and
regulations, including the Knox Keene Act, taking into account the location of
FFS providers, means of transportation ordinarily used by SPD enrollees, and
taking into consideration community standards as necessary, including time
and distance standards.

Physical Accessibility. The State will ensure, using the facility site review
tool, that each plan has physically accessible accommodations or contingency
plans to meet the array of needs of all individuals who require accessible
offices, examination or diagnostic equipment and other accommodations as a
result of their disability or condition, and that they are advised of their
obligations under the Americans with Disabilities Act and other applicable
Federal statutes and rules regarding accessibility.

Interpreter Services - Information Technology. The State will ensure that each
plan offers interpreter services for individuals who require assistance
communicating, as a result of language barriers, disability, or condition. The
State will ensure that each plan has capacity to utilize information technology
including teleconferences and electronic options to ensure that delays in
arranging services do not impede or delay an individual’s timely access to
care.

Transportation — Specialized. The State will ensure that each plan has non-
emergency medical transportation available in sufficient supply and
accessibility so that individuals have easily accessible and timely access for
scheduled and unscheduled medical care appointments.
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Xi.

Xii.

Xiil.

Fiscal Solvency (SPD-specific considerations). The State shall ensure a plan’s
solvency prior to implementing mandatory enrollment and shall continue to
monitor on a quarterly basis.

The State shall continue to ensure that all capitation rates developed for the
Medicaid managed care program are actuarially sound and adequate to meet
population needs pursuant to 42 CFR 438.6 (c).

Transparency. The State shall require that plan methods for clinical and
administrative decision-making are publicly available in a variety of formats,
as well as elements of contractual agreements with the State related to
benefits, assessments, participant safeguards, medical management
requirements, and other non-proprietary information related to the provision
of services and supports to SPDs.

The State shall require that each plan utilize its community advisory
committee, and that the plans engage in regular meetings with its stakeholder
advisory committees.

Timing. The State will ensure that plans are able to serve individuals,
including specialty providers, within reasonable and specified timeframes for
appointments, including expanded appointment times as needed to meet the
individuals’ particular needs.

Access to non-network specialty providers. The State shall ensure that plans
provide enrolled members timely access to non-network specialty providers as
required by 42 CFR 438, State statute and regulations and the Knox Keene
Act.

86. Contract Requirements. Each of the elements noted in 85 above as essential to determine
plan readiness will be included in the State’s contracts with each of the plans in a manner that
ensures consistency of services, operations, participant rights and safeguards, quality and
access to services. In addition to these elements, the State will ensure that each plan contract

contains:

a. Transition Services and Care Coordination requirements to address discharge
planning and transition requirements to ensure that:

Discharge planning occurs with individuals, or their representatives, as
applicable, starting from the time individuals are admitted to a hospital or
institution; and

Appropriate care, services and supports are in place in the community before
individuals leave the hospital or institution. The State will encourage
statewide use of a uniform discharge planning checklist (see Attachment B).
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b. Linkage expectations for linking beneficiaries to providers, for the purposes of
assigning members to providers and for ongoing care coordination and/or disease
management, using claims data and/or other available data sources, such as electronic
health records (EHRS) and Health Information Exchange (HIE) as a source of clinical
data on SPD enrollees. The provision and/or exchange of such data shall be done in
accordance with Federal and State privacy and security requirements (including
mechanisms for regular monitoring).

c. Expectations regarding plan obligation to link individuals to services outside of plan
benefit packages.

d. Requirements for Person-Centered Planning/Consultation, including uniform
approach to be used by all plans as required in Plan Readiness Section.

e. Requirements for each plan to submit service encounter data, for individuals enrolled,
as determined by the State and as required by 42 CFR 438 and 1903 of the Act as
amended by the Affordable Care Act. The State will develop specific data
requirements and require contractual provisions to impose financial penalties if
accurate data are not submitted in a timely fashion by January 2012.

f. Standardized notices to beneficiaries that meet all Federal and State legal
requirements.

g. The State must ensure that a uniform Grievance System is in place and monitored by
the State for enrolled individuals in each plan that includes a grievance process, an
appeal process and access to the State’s Fair hearing process as defined in the
Medicaid statutory and regulatory requirements per 42 CFR 438 subpart F. This
includes, but is not limited to the following:

i.  Protocols for receiving, tracking and resolving grievances (complaints)
ii. Protocols for what to include in a Notice of Action when a service request is
denied or reduced
iii. Protocols for receiving tracking and responding to Member Appeals including
Notice of Decision including State Fair Hearing Request instructions

h. Grievance and appeal procedures must comply with Medicaid statutory and
regulatory requirements per 42 CFR 438.400-424, Medi-Cal statutory and regulatory
requirements and the Knox-Keene Act as applicable.

i. SPDs will be substantially involved in plan advisory groups and committees.

j. Provisions outlining when out-of-network care be provided.

k. Comprehensive health assessments for SPDs.

I. Coordination of carved out services based on FFS data.
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87.

88.

89.

m. A requirement for the plan to provide provider directories.

n. A requirement for the plan to provide a member services department that is available
by toll-free call.

0. A requirement for the plan to provide information on 24-hour access to care.

Information Technology. The State will demonstrate to CMS that information technology is
available and operational to meet all requirements set forth in these SPD STCs prior to
implementation.

Health Home Service Delivery Model. The State will ensure that any health home delivery
model developed through the Demonstration will comport with Section 1945 of the Social
Security Act (the Act), and any applicable Federal future regulation or guidance on its
implementation.

Enhanced FMAP for health home services will only be available through the Demonstration,
including for the Low Income Health Program, if the program design meets all applicable
requirements of Section 1945 of the Act.

The State will assure a mechanism for tracking appropriate health home services to receive
the enhanced FMAP.

The State will submit detailed information on health home program design in a manner
specified by CMS for approval prior to the State’s implementation of the design.

Participant Rights and Safeguards

a. Information - All information provided to enrollees, inclusive of and in addition to
educational materials, enroliment and disenrollment materials, benefit changes and
explanations and other communication, will fully comport with 42 CFR 438.10, and
be accessible and understandable to individuals enrolled or potentially enrolled in the
Demonstration.

b. Disenrollment - Individuals should be informed of opportunities no less than annually
for disenrollment and ongoing plan choice opportunities regularly and in a manner
consistent with 42 CFR 438 and other requirements set forth in the Demonstration
terms and conditions.

90. Quality Oversight and Monitoring. In addition to all quality requirements set forth in 42

CFR 438, the State will ensure the following:

a. Encounter Data - The State shall require each plan to submit comprehensive
encounter data at least monthly, on all service utilization by seniors and persons with
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disabilities, in a manner that enables the State to assess performance by plan, by
county, and Statewide, and in a manner that permits aggregation of data to assess
trends and to facilitate targeted and broad based quality improvement activities. The
State shall ensure sufficient mechanisms and infrastructure in place for the collection,
reporting, and analysis of encounter data provided by the plans. The State shall have
a process in place to monitor that encounter data on SPDs from each plan is timely,
complete, and accurate, and take appropriate action to identify and correct
deficiencies identified in the collection of encounter data. The State will develop
specific data requirements and require contractual provisions to impose financial
penalties if accurate data are not submitted in a timely fashion by January 2012. The
State will provide summaries of this data in its regular meetings with CMS regarding
the implementation of the Demonstration. Such data will be submitted as required in
Section 1903 of the Social Security Act as amended by the Affordable Care Act.

b. Measurement Activities - The State will collect data and information on the following
measures to ensure ongoing monitoring of individual wellbeing and plan
performance. The State will use this information in ongoing monitoring and quality
improvement efforts, in addition to quality reporting efforts.

The State will comply with the plan approved by CMS on October 2, 2014 for
developing and implementing additional HEDIS and QIP measures specific to the
SPD population (as opposed to the general HEDIS and QIP measures).

c. Inaddition to HEDIS and Existing CAHPS tools currently utilized, the State will
consider the use of OASIS measures or other measures. The State shall also require
the mandatory utilization of measures related to:

i. Avoidable Hospitalizations

i. Hospital Readmissions

iii. Emergency Room Utilization

iv. Outcome measures related to person-centered care planning and delivery

The State will continue to collect and report performance measurement results for all
managed care plan members and begin reporting statistically significant stratified
results for mandatory SPDs once these members have had one year of continuous
enrollment in managed care.

d. Stratification and Analysis by County and Plan - For all data collected from MCOs,
and COHS the State will be able to stratify information by population, plan, and
county. The State must also ensure that the data is collected in a manner that enables
aggregation and reporting to ensure comprehensive plan oversight by the State of the
counties and the plans.

91. Notice of Change in Implementation Timeline. The State must notify CMS of any
potential changes in the implementation and deliverables timelines as specified above.
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92. Withholding Approval. At any time, CMS reserves the right to withhold approval of
contracts/contract amendments and/or Federal financial participation (FFP) if CMS
determines that implementation timelines are not being met. Any available statutory or
regulatory appeal procedures will apply.

93. Applicability to Existing COHS Plans. The State will ensure that COHS Plans formerly
operating under 1915(b) authority prior to approval of this Demonstration or those COHS
plans expanding in 2011 (Ventura, Marin and Mendocino counties) will meet the
requirements in these STCs within a 2-year period after approval of this Demonstration or
provide to CMS its methodology for ensuring that the beneficiary protections, assessment,
monitoring, and reporting requirements in this Section are being met by the State and
contracted health plans.

94. Applicability to Future COHS Expansions. The State will ensure that the 2013 managed
care COHS expansion and any new COHS expansions that are implemented subsequent to
this Demonstration with the exception of those COHS plans (Ventura, Marin and Mendocino
counties) will meet the terms in this Section (B), or provide to CMS its methodology for
ensuring that the beneficiary protections, assessment, monitoring, and reporting requirements
in this Section are being met by the State and contracted health plans.

D. Community-Based Adult Services (CBAS) and Enhanced Case Management
(ECM) for Medi-Cal State Plan Populations

95. Community-Based Adult Services (CBAS) Eligibility and Delivery System. “Community
Based Adult Services” is an outpatient, facility-based program that delivers skilled nursing
care, social services, therapies, personal care, family/caregiver training and support, nutrition
services, care coordination, and transportation to eligible State Plan beneficiaries.

a. CBAS Recipients are those persons who:

I. Areage 18 years and older;

ii. Derive their Medicaid eligibility from the State Plan and are either aged, blind, or
disabled; including those who are recipients of Medicare.

iii. Are Medi-Cal managed care plan members or are exempt from enrollment in Medi-
Cal managed care.

iv. Reside within a geographic services area in which the CBAS benefit was available
as of April 1, 2012, as more fully described in STC 95(b), or are determined eligible
for the CBAS benefit by managed care plans that contract with CBAS providers
pursuant to STC 95(b) and STC 98(a)(ii).

b. Delivery System.

i. CBAS is a Medi-Cal managed care benefit in counties where CBAS existed on
April 1, 2012. To the extent that the provision of CBAS is determined by DHCS to
be both cost-effective and necessary to prevent avoidable institutionalization of plan
enrollees within a plan’s service area in which CBAS was not available as of April
1, 2012, CBAS may be a Medi-Cal managed care benefit pursuant to STC 98(a)(ii)
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available to that plan’s enrollees at the discretion of the plan when it contracts with

a CBAS provider that has been certified as such by DHCS. The State must ensure

that plans have mechanisms to provide care coordination, person-centered planning

continuity-of-care, out-of-network care, and other provisions related to newly

enrolled managed care beneficiaries as described in STC 85.1.

i. CBAS shall be available as a Medi-Cal fee-for-service benefit for individuals who
do not qualify for, or are exempt from enrollment in, Medi-Cal managed care as
long as the individual resides within the geographic service area where CBAS is
provided.

iii. If there is insufficient CBAS Center capacity due to Center closure(s) to satisfy
demand in counties where CBAS centers existed as of April 1, 2012, the State
Medicaid Agency must assure that eligible CBAS beneficiaries that had received
CBAS at the closed Center(s) have access to unbundled CBAS as needed for
continuity of care and subject to the following general procedures:

1. Managed care beneficiaries: For managed care beneficiaries who are eligible
for CBAS and there is a 5% change from County capacity as of April 1,
2012, in the area, the MCO will authorize unbundled services and facilitate
utilization through care coordination.

2. Fee-for-Service beneficiaries: For FFS beneficiaries who are eligible for
CBAS and there a 5% change from County capacity as of April 1, 2012, in
the area, the following procedures will apply:

e DHCS will work with the local CBAS Center network and
beneficiary’s physician to identify other available CBAS Centers,
and the type, scope and duration of the CBAS the beneficiary needs.

e DHCS will work with the beneficiary’s physician to arrange for

o needed nursing services,

o referral to, or reassessment of, In-Home Supportive Services
as needed for personal care services (or authorization
of waiver personal care services needed in excess of the
IHSS cap).

o If the beneficiary needs therapeutic services, DHCS will work with
the beneficiary’s physician to coordinate the authorization of needed
services.

e If the beneficiary needs mental health services, DHCS will work
with the beneficiary’s physician to refer the beneficiary to the local
mental health services program.

iv. In the event of a negative change in capacity of 5% or greater in any county for any
reason, DHCS shall identify in the quarterly report for the same quarter as the
negative change the provider capacity in that county for providing all core and
additional CBAS services (as listed in STCs 96(a) and 96(b)) on an unbundled
basis.

¢. Home and Community-Based Settings. The state must ensure that home and
community-based settings have all of the qualities required by 42 CFR 441.301(c)(4),
and other such qualities as the secretary determines to be appropriate based on the
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needs of the individual as indicated in their person-centered plan. In a provider owned
or controlled setting, the additional qualities required by CFR 441.301(c)(4)(vi) must be
met. The state will engage in a CBAS stakeholder process to amend the HCB settings
statewide transition plan to ensure that all home and community-based settings found in
the 1115 Demonstration have all of the qualities required by 42 CFR 441.301(c)(4).
The state will amend the statewide transition plan to include all HCBS settings used by
individuals in the 1115 Demonstration and submit to CMS no later than September 1,
2015, to ensure complete compliance with HCB Settings by March 17, 2019.

d. CBAS Program Eligibility Criteria. The CBAS benefit shall be available to all
beneficiaries who meet the requirements of STC 95(a) and for whom CBAS is available
based on STC 95(b), who meet medical necessity criteria as established in state law and
who qualify based on at least one of the medical criteria in (i) through (v):

I. Meet or exceed the “Nursing Facility Level of Care A” (NF-A) criteria as set forth
in the California Code of Regulations; OR

ii. Have a diagnosed organic, acquired or traumatic brain injury, and/or chronic mental
disorder. “Chronic mental disorder” means the enrollee shall have one or more of
the following diagnoses or its successor diagnoses included in the most recent
version of the Diagnostic and Statistical Manual of Mental Disorders published by
the American Psychiatric Association: (a) Pervasive Developmental Disorders, (b)
Attention Deficit and Disruptive Behavior Disorders, (c) Feeding and Eating
Disorder of Infancy, Childhood, or Adolescence, (d) Elimination Disorders, (f)
Schizophrenia and Other Psychiatric Disorders, (g) Mood Disorders, (h) Anxiety
Disorders, (i) Somatoform Disorders, (j) Factitious Disorders, (k), Dissociative
Disorders, (I) Paraphilia, (m) Eating Disorders, (n) Impulse Control Disorders Not
Elsewhere Classified (0) Adjustment Disorders, (p) Personality Disorders, or (q)
Medication-Induced Movement Disorders. In addition to the presence of a chronic
mental disorder or acquired, organic, or traumatic brain injury, the enrollee shall
need assistance or supervision with either:

A. Two of the following: bathing, dressing, self-feeding, toileting, ambulation,
transferring, medication management, or hygiene; or

B. One need from the above list and one of the following: money management;
accessing community and health resources; meal preparation, or transportation;
OR.

iii. Have a moderate to severe cognitive disorder such as dementia, including dementia
characterized by the descriptors of, or equivalent to, Stages 5, 6, or 7 of the
Alzheimer’s Type; OR

iv. Have a mild cognitive disorder such as dementia, including Dementia of the
Alzheimer’s Type, AND need assistance or supervision with two of the following:
bathing, dressing, self-feeding, toileting, ambulation, transferring, medication
management, or hygiene; OR

V. Have a developmental disability. “Developmental disability” means a disability,
which originates before the individual attains age 18, continues, or can be expected
to continue indefinitely, and constitutes a substantial disability for that individual as
defined in the California Code of Regulations.
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e. CBAS Eligibility Determination.

Eligibility determination for the CBAS benefit will be performed as follows:

I. The initial eligibility determination for the CBAS benefit will be performed through
a face-to-face review by a registered nurse with level of care determination
experience, using a standardized tool and protocol approved by the State Medicaid
Agency unless criteria under 95 (d)(ii) are met. The eligibility determination will be
conducted by the beneficiary’s managed care plan, or by the State Medicaid Agency
or its contractor(s) for beneficiaries exempt from managed care.

il. An initial face-to-face review is not required when a managed care plan determines
that an individual is eligible to receive CBAS and that the receipt of CBAS is
clinically appropriate based on information that the plan possesses.

iii. Eligibility for ongoing receipt of CBAS is determined at least every six months
through the reauthorization process or up to every twelve months for individuals
determined by the managed care plan to be clinically appropriate.

iv. Denial in services or reduction in the requested number of days for services of
ongoing CBAS by DHCS or by a managed care plan requires a face-to-face review.

f. Grievances and Appeals

I. A beneficiary who receives a written notice of action has the right to file an appeal
and/or grievance under State and Federal Law.

ii. A CBAS participant may file a grievance with their Managed Care Organization as
a written or oral complaint. The participant or their authorized representative may
file a grievance with the participant’s Managed Care Organization at any time they
experience dissatisfaction with the services or quality of care provided to them, and
as further instructed by the MCO.

96. CBAS Benefit and Individual Plan of Care (IPC).
CBAS benefits include the following:

a. Core Services: Professional nursing care, personal care and/or social services,
therapeutic activities, and a meal shall be provided to all eligible CBAS beneficiaries
on each day of service as follows.

I.  Professional nursing services provided by an RN or LVN, which includes one or
more of the following, consistent with scope of practice: observatlon assessment,
and monitoring of the beneficiary’s general health status; monitoring and
assessment of the participant’s medication regimen; communication with the
beneficiary’s personal health care provider; supervision of personal care services;
and provision of skilled nursing care and interventions.

ii. Personal care services provided primarily by program aides which include one or
more of the following: supervision or assistance with Activities of Daily Living
(ADLs) and Instrumental Activities of Daily Living (IADLS); protective group
supervision and interventions to assure participant safety and to minimize risk of
injury, accident, inappropriate behavior, or wandering.
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iii. Social services provided by social work staff, which include one or more of the
following: observation, assessment, and monitoring of the participant’s
psychosocial status; group work to address psychosocial issues; care coordination.

iv. Therapeutic activities organized by the CBAS center activity coordinator, which
include group or individual activities to enhance social, physical, or cognitive
functioning; facilitated participation in group or individual activities for CBAS
beneficiaries whose physical frailty or cognitive function precludes them from
independent participation in activities.

v. A meal offered each day of attendance that is balanced, safe, and appetizing, and
meets the nutritional needs of the individual, including a beverage and/or other
hydration. Special meals will be provided when prescribed by the participant’s
personal health care provider.

b. Additional Services. The following additional services shall be provided to all eligible

CBAS beneficiaries as needed and as specified on the person’s IPC:

i. Physical therapy provided by a licensed, certified, or recognized physical therapist
within his/her scope of practice.

ii. Occupational therapy provided by a licensed, certified, or recognized occupational
therapist within his/her scope of practice.

iii. Speech therapy provided by a licensed, certified, or recognized speech therapist
within his/her scope of practice.

iv. Behavioral health services for treatment or stabilization of a diagnosed mental
disorder provided by a licensed, certified, or recognized mental health professional
within his/her scope of practice. Individuals experiencing symptoms that are
particularly severe or whose symptoms result in marked impairment in social
functioning shall be referred by CBAS staff to the identified managed care plan,
County Mental Health programs, or appropriate behavioral health professionals or
services.

V. Registered dietician services provided by a registered dietician for the purpose of
assisting the CBAS beneficiary and caregivers with proper nutrition and good
nutritional habits.

vi. Transportation, provided or arranged, to and from the CBAS beneficiary’s place of
residence and the CBAS center, when needed.

c. Individual Plan of Care (IPC).
The IPC is a written plan designed to provide the CBAS beneficiary with appropriate
treatment in accordance with the assessed needs of the individual, as determined by the
CBAS center and as specified in State law. The IPC is submitted as supporting
documentation for level of service determination with the treatment authorization
request.

The person-centered planning process will, with further development in the CBAS
stakeholder process to be completed no later than September 1, 2015, comply with the
requirements at 42 CFR 441.301(c)(1) through (3) including specifying: 1) How the
plan will identify each enrollee’s preferences, choices and abilities and the strategies to
address those preferences, choices and abilities; 2) How the plan will allow the enrollee
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to participate fully in any treatment or service planning discussion or meeting,
including the opportunity to involve family, friends and professionals of the enrollee’s
choosing; 3) How the plan will ensure that the enrollee has informed choices about
treatment and service decisions; and 4) How the planning process will be collaborative,
recurring and involve an ongoing commitment to the enrollee.

The IPC is prepared by the CBAS center’s multidisciplinary team based on the team’s

assessment of the beneficiary’s medical, functional, and psychosocial status, and

includes standardized components approved by the State Medicaid Agency.

Development of the IPC is based on principles of Person-Centered Planning, which is

an individualized and ongoing process to develop individualized care plans that focus

on a person’s abilities and preferences for the delivery of services and supports. Person-

Centered Planning includes consideration of the current and unique bio-psycho-social-

cultural and medical needs and history of the individual, as well as the person’s

functional level, support systems, and continuum of care needs. CBAS center staff, the

beneficiary, and his/her support team shall review and update the beneficiary’s IPC at

least every six months or when there is a change in circumstance that may require a

change in benefits. Such review and updates must include an evaluation of progress

toward treatment goals and objectives, and reflect changes in the beneficiary’s status or

needs. The IPC shall include at a minimum:

I. Medical diagnoses.

ii. Prescribed medications.

iii. Scheduled days at the CBAS center.

iv. Specific type, number of service units, and frequency of individual services to be
rendered on a monthly basis.

v. Elements of the services that™ need to be linked to individual objectives, therapeutic
goals, and duration of service(s).

vi. An individualized activity plan designed to meet the needs of the enrollee for social
and therapeutic recreational activities.

vii. Participation in specific group activities.

viii. Transportation needs, including special transportation.

ix. Special diet requirements, dietary counseling and education, if needed.

X. A plan for any other necessary services that the CBAS center will coordinate.

xi. IPCs will be reviewed and updated no less than every six months by the CBAS
staff, the enrollee, and his/her support team. Such review must include a review of
the participant’s progress, goals, and objectives, as well as the IPC itself.

97. CBAS Provider Specifications.

CBAS center staff shall include licensed and registered nurses; licensed physical,

occupational, and speech therapists; licensed behavioral health specialists; registered

dieticians; social workers; activity coordinators; and a variety of other non-licensed staff such

as program aides who assist in providing services.

a. Licensed, registered, certified, or recognized staff under California State scope of

practice statutes shall provide services within their individual scope of practice and
receive supervision required under their scope of practice laws.

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 71 of 618



b. All staff shall have necessary experience and receive appropriate on-site orientation and
training prior to performing assigned duties. All staff will be supervised by CBAS
center or administrative staff.

c. The State Medicaid Agency maintains Standards of Participation for all CBAS
providers are found in Attachment W to these STCs. These Standards of Participation
are hereby incorporated by reference and can be found on the Department of Health
Care Services and California Department of Aging (CDA) websites. Any changes in the
CBAS Provider Standards of Participation must be approved by to CMS.

98. Responsibilities of Managed Care Plans for CBAS Benefits
The responsibilities of managed care plans for the CBAS benefit shall be consistent with
each individual managed care plan’s contract with DHCS and with these STCs and shall
include that plans do the following.
a. Contract Requirements for Managed Care Plans:

Contract with sufficient available CBAS providers in the managed care plans’
covered geographic areas to address in a timely way the needs of their members
who meet the CBAS eligibility criteria in 95(c). Sufficient means: providers that
are adequate in number to meet the expected utilization of the enrolled population
without a waitlist; geographically located within one hour’s transportation time and
appropriate for and proficient in addressing enrollees’ specialized health needs and
acuity, communication, cultural and language needs and preferences.

. Plans may, but are not obligated to, contract for CBAS with providers licensed as

ADHCs and authorized by the Department to provide CBAS on or after April 1,
2012. Plans are not obligated to develop new CBAS networks or capacity in
geographical areas where CBAS capacity is limited or where ADHC was not
available prior to April 1, 2012;

Where there is insufficient or non-existent CBAS capacity in the plan’s covered
geographic area and ADHC had been available prior to April 1, 2012, the plan shall
arrange for the delivery of appropriate plan-covered benefits and coordinate with
community resources to assist members, who have similar clinical conditions as
CBAS recipients, to remain in the community.

. Confirm that every contracted CBAS provider is licensed, certified, operating, and

meets the managed care plan’s credentialing and quality standards.

A. The managed care plan may exclude any CBAS provider, to the extent that the
managed care plan and CBAS provider cannot agree to terms, the CBAS
provider does not meet the plan’s credentialing or quality standards, is
terminated pursuant to the terms of the CBAS provider’s contract with the
managed care plan, or otherwise ceases its operations as a CBAS provider.

B. The managed care plan shall provide the State Medicaid Agency a list of its
contracted CBAS providers and its CBAS accessibility standards on an annual
basis.

b. Eligibility and Authorization: Develop and implement policies and procedures for

CBAS eligibility determination and authorization that address the eligibility criteria set
forth in STC 95, the processes and timelines in State law, and all of the following:
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I. Face-to-face eligibility determination (F2F) review requirements: the minimum
standard is that the managed care plan will conduct an F2F eligibility determination
for those beneficiaries who have not previously received CBAS through the plan,
provided that the managed care plan has not already determined through another
process that the member is clinically eligible for CBAS and in need for the start of
CBAS to be expedited.

ii. Timeline for eligibility determination: the plan shall complete the F2F eligibility
determination using the standard State-approved tool, as soon as feasible but no
more than 30 calendar days from the initial eligibility inquiry request. The plan
shall send approval or denial of eligibility for CBAS to the CBAS provider within
one business day of the decision and notify the member in writing of his/her CBAS
eligibility determination within two business days of the decision.

iii. Timeline for service authorization: After the CBAS eligibility determination and
upon receipt of the CBAS treatment authorization request and individual plan of
care (IPC), the plan shall:

A. Approve, modify or deny the authorization request within five business days of
receipt of the authorization request, in accordance with State law.

B. Determine level of service authorization (i.e., days per week authorized) based
on the plan’s review of the IPC submitted by the CBAS provider, consideration
of the days per week recommended by the CBAS multidisciplinary team, and
the medical necessity of the member.

C. Notify the provider within one business day of the authorization decision.
Notify the member within two business days of the authorization decision,
including informing the member of his/her right to appeal and grievance
processes in accordance with 95.e.

iv. Timeline, process, and criteria for expedited eligibility determination and
authorization for CBAS such that an F2F will not be performed. At a minimum,
expedited authorization shall occur within 72 hours of receipt of a CBAS
authorization request for individuals in a hospital or nursing facility whose
discharge plan includes CBAS, or when the individual faces imminent and serious
threat to his or her health.

v. Written notices to the beneficiary shall include procedures and contacts for
grievances and appeals.

vi. Guidelines for level of service authorization, including for the number of days per
week and duration of authorization up to 12 months.

vii. Continuity of care: The managed care plan shall ensure continuity of care when
members switch health plans and/or transfer from one CBAS center to another.

c. Coordination with CBAS Providers: Coordinate member care with CBAS providers to
ensure the following:
I. CBAS IPCs are consistent with members’ overall care plans and goals developed
by the managed care plan.
Ii. Exchange of participant discharge plan information, reports of incidents that
threaten the welfare, health and safety of the participant, and significant changes in
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participant condition are conducted in a timely manner and facilitate care
coordination.

ii. Clear communication pathways to appropriate plan personnel having responsibility
for member eligibility determination, authorization, care planning, including
identification of the lead care coordinator for members who have a care team, and
utilization management.

iv. Written notification of plan policy and procedure changes, and a process to provide
education and training for providers regarding any substantive changes that may be
implemented, prior to the policy and procedure changes taking effect.

99. CBAS Center Provider Oversight, Monitoring, and Reporting.
The State shall maintain a plan for oversight and monitoring of CBAS providers to ensure
compliance and corrective action with provider standards, access, and delivery of quality care
and services. Reporting of activity associated with the plan must be consistent with the
Quarterly and Annual Progress Reports as set forth in this Waiver, Section IV, General
Reporting Requirements and reported to CMS on a quarterly basis. Such oversight,
monitoring and reporting shall include all of the following:

a.

Enrollment Information: to include the number of CBAS FFS and MCO beneficiaries
in each county the capacity of each county -, total determined eligible and ineligible
beneficiaries per county quarterly, and explanation of probable cause of any negative
change from quarter to quarter of more than five percent and description of any steps
taken to address such variances.

The monthly CBAS provider-reported data submitted to the CDA, identifying

participant statistics, average daily attendance utilization at Centers, and capacity data.

Summary of operational/policy development/issues, including complaints, grievances
and appeals. The State shall also include any trends discovered, the resolution of
complaints and any actions taken or to be taken to prevent such issues, as appropriate.
Summary of all quality assurance/monitoring activity undertaken in compliance with
STC 100, inclusive of all amendments.

CBAS FFS and Managed Care Access Monitoring. The State Medicaid Agency will

assure sufficient CBAS access/capacity, through the mechanisms listed below, in every

county where CBAS existed as of April 1, 2012.

i. Review the total number of individuals receiving a new assessment for CBAS vs.
the total number of individuals obtaining ongoing CBAS and the number of
participants obtaining unbundled services. CMS requires the State to report and
review these metrics quarterly and upon a negative change from quarter to quarter
of more than 5%, the State must provide a probable cause for the negative change
as well as an analysis that addresses such variances.

ii. Review of overall utilization of CBAS, including newly opened or closed

Centers. CMS requires the State to report and review these metrics quarterly and
upon a negative change from quarter to quarter of more than 5%, the State must
provide a probable cause for the negative change as well as an analysis that
addresses such variances.

iii. Review of FFS and MCO grievances and appeals by CBAS enrollees for areas

including but not limited to: appeals related to requesting services and not able to
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receive services or receiving more limited services than requested, excessive
drive/ride times to access CBAS, grievances around CBAS providers, grievances
around FFS or MCO staff in assessment, any reports pertaining to health and
welfare of individuals utilizing CBAS, and any reports pertaining to requesting a
particular CBAS provider and unable to access that provider. CMS requires the
State to report and review these metrics quarterly and upon a negative change from
quarter to quarter of more than 5%, the State must provide a probable cause for the
negative change as well as a corrective action plans that addresses such variances.

iv. A review of any other beneficiary or provider call center/line for complaints
surrounding the provision of CBAS benefits through FFS or the MCOs. CMS
requires the State to report and review these metrics quarterly and upon a negative
change from quarter to quarter of more than 5%, the State must provide a probable
cause for the negative change as well as a corrective action plans that addresses
such variances.

v. Review the CBAS provider capacity per county vs. the total number of beneficiaries
enrolled for CBAS each quarter. CMS requires the State to report and review these
metrics quarterly and upon a negative change from quarter to quarter of more than
5%, the State must provide a probable cause for the negative change as well as an
analysis that addresses such variances.

vi. Evidence of sufficient access monitoring and corrective action plans must be
provided to the regional office annually and at any other time a significant impact to
the MCO’s operations are administered

vii. Ifitis found that the State did not meet the monitoring mechanisms listed above,
CMS reserves the right to withhold a portion or all of FFP related to CBAS until
which time the State provides adequate documentation assuring sufficient access.

100. CBAS Quality Assurance and Improvement Strategy.

Quality assurance and monitoring of CBAS shall be consistent with that the managed care
Quality Strategy required by 42 CFR Part 438 Subpart D which is integrated into the
DHCS contracts with managed care plans statewide. Such a Quality Assurance and
Improvement strategy shall assure the health and safety of Medi-Cal beneficiaries receiving
CBAS and shall address, at a minimum, all of the following:

a. The quality and implementation of the CBAS beneficiary’s person-centered IPC.

b. The provider’s adherence to State licensure and certification requirements.

c. Financial oversight by the State Medicaid Agency, and

d. Administrative oversight of the managed care plans by the State Medicaid Agency.

101. CBAS Provider Reimbursement.

a. DHCS shall reimburse CBAS providers serving eligible Medi-Cal beneficiaries
who are exempt from enrollment in Medi-Cal managed care at an all-inclusive rate
per day of attendance per beneficiary. DHCS shall publish such rates.

b. Managed care plans shall reimburse contracted CBAS providers pursuant to a rate
structure that shall include an all-inclusive rate per day of attendance per plan
beneficiary, or be otherwise reflective of the acuity and/or level of care of the plan
beneficiary population served by the CBAS providers. Plan payments must be
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sufficient to enlist enough providers so that care and services are available under the
plan at least to the extent that such care and services were available to the respective
Medi-Cal population as of April 1, 2012. Managed care plans may include
incentive payment adjustments and performance and/or quality standards in their
rate structure in paying CBAS providers.

E. California Children’s Services (CCS)

102. CCS Pilot Programs Approval. With at least 180 days-notice and after CMS approval
the State may submit a plan to test up to four health care delivery models for children
enrolled in the California Children’s Services (CCS) Program. The plan shall include
provisions to ensure adequate protections for the population served, including a sufficient
network of appropriate providers and timely access to out of network care. The plan shall
also include specific criteria for evaluating the models. These CCS pilot models shall be
eligible for FFP from the Date of CMS approval through December 31, 2015.

103. CCS Pilot Program Protocol. The overarching goal of the CCS pilot project is for the
State to identify the model or models of health care delivery for the CCS population that
results in achieving the desired outcomes related to timely access to care, improved
coordination of care, promotion of community-based services, improved satisfaction with
care, improved health outcomes and greater cost-effectiveness. CMS will evaluate the
submitted pilot projects based on the criteria included in the plans and the following:

a. A Program Description — inclusive of eligibility, benefits, cost sharing;

b. Demonstration Program Requirements - inclusive of eligibility, enrollment, benefits, and
cost-sharing;

c. Budget/Allotment Neutrality projections

d. Outcomes for -

i. Ensuring that the CCS population has access to timely and appropriate, high quality
and well-coordinated medical and supportive services that are likely to maintain and
enhance their health and functioning and meet their developmental needs.

ii. Increasing patient and family satisfaction with the delivery of services provided
through the CCS program.

iii. Increasing satisfaction with both the delivery of and the reimbursement of services
among providers who serve the CCS population.

Iv. Improving the State’s ability to measure and assess those strategies that are most
and least effective in improving the cost-effectiveness of delivering high-quality,
well-coordinated medical and supportive services to the CCS population.

v. Increasing the use of community-based services as an alternative to inpatient care
and emergency room use.

vi. Reducing the annual rate of growth of expenditures for the CCS population.

e. Use up to four models of care for care delivery:
i. An Enhanced Primary Care Case Management (EPCCM) Program;
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ii. A Provider-based Accountable Care Organization (ACO);
iii. A Specialty Health Care Plan (SHCP); and
iv. Utilization of existing Medi-Cal Managed Care Plans.

F. Healthy Families Program Children Transitioning to Medicaid Expansion
Demonstration (HFPCTD)

The objective of this amendment is to provide California with time-limited Section 1115
expenditure authority in order to phase-in a population of approximately 850,000 children from a
separate program to a Medicaid expansion. Beginning no sooner than January 1, 2013,
California will begin to transition children from its separate CHIP (Healthy Families
Program/HFP) that covers children with incomes up to and including 250 percent of the Federal
poverty level (FPL) to a demonstration Medicaid expansion population. For individuals in the
demonstration Medicaid expansion population, coverage is otherwise identical to Medi-Cal. The
demonstration authority will allow California to include in the demonstration Medicaid
expansion population only those children who it can operationally shift to the Medi-Cal
healthcare delivery system. In addition to the children transitioning from the HFP, the
demonstration Medicaid expansion population will also include all new enrollees as of January 1,
2013. Once the transition period is complete, the children enrolled in this demonstration
Medicaid expansion population will be made eligible under the Medicaid state plan, and the
demonstration authority will expire. This transition, subject to CMS’ approval of each phase, is
proposed to occur over approximately a 9 month period, but no later than December 31, 2013,
when the authority for this demonstration amendment will expire.

104. Definitions

a. Demonstration Medicaid expansion population. Children qualifying as transition

children as defined in STC 103(b) or new enrollees as defined in STC 103(d).

b. Transition children. Uninsured children ages 0 through 18 with incomes up to and
including 250 percent of the Federal poverty level (FPL), who have met the title XXI
definition of a targeted low-income child at 8457.310 (based on a previous HFP
eligibility determination) and are eligible for one of the transition phases defined
below.

c. Transition phases.

i. Phase 1 - Part A: Children enrolled in a HFP health plan that is also a Medi-Cal

managed care health plan in their county of residence.

ii. Phase 1 - Part B: Additional children enrolled in a HFP health plan that is also a
Medi-Cal managed care health plan in their county of residence.

iii. Phase 1 —Part C: Remaining children enrolled in a HFP health plan that is also a
Medi-Cal managed care health plan in their county of residence.

iv. Phase 2: Children enrolled in a HFP health plan that is a subcontractor of a
Medi-Cal managed care health plan, in their county of residence.

v. Phase 3: Children enrolled in a HFP health plan that is not a Medi-Cal managed
care health plan and does not contract or subcontract with a Medi-Cal managed
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care health plan.
vi. Phase 4: Children enrolled in the HFP residing in a county that is not currently a
Medi-Cal managed care county.

d. New enrollees. Uninsured children ages 0 through 18 with incomes up to and

including 250 percent of the FPL, applying for coverage on or after January 1, 2013,
who meet the title XXI definition of a targeted low-income child at §457.310 and
would have previously been determined to be eligible for coverage in the HFP.

105. Implementation of Transition Children Enroliment Phase-in

a.

Implementation of Phase 1a-Phase 4: Transition children will be phased into the
Medicaid expansion demonstration in four phases and the anticipated schedule for this
phase-in is described below in 104(b-g). However, the state must demonstrate the
successful provision of coverage to children in previous phases, as well as provider
network adequacy (including geographic access) and appropriate plans for
maintaining continuity of care, prior to implementing each subsequent phase, and
prior to receiving CMS approval to implement each subsequent phase. To the extent
an unanticipated problem(s) be identified by CMS or the state during the
implementation process, CMS may request additional information prior to approval of
any subsequent phase. In the absence of sufficient evidence from the state
demonstrating that identified problem(s) with previous or pending phases have been
resolved, CMS may delay implementation of any phase. Written approval from CMS
is necessary prior to the implementation of each phase.

Phase 1a: Beginning no sooner than January 1, 2013, approximately 197,000
transition children in phase 1a will be made eligible under the demonstration
Medicaid expansion population and, to the extent possible, remain enrolled in the
same health plan as they were in the HFP.

Phase 1b: Beginning no sooner than March 1, 2013, approximately 95,000 transition
children in phase 1b will be made eligible under the demonstration Medicaid
expansion population and, to the extent possible, remain enrolled in the same health
plan as they were in the HFP.

Phase 1c: Beginning no sooner than April 1, 2013, approximately 87,000 transition
children in phase 1c will be made eligible under the demonstration Medicaid
expansion population and, to the extent possible, remain enrolled in the same health
plan as they were in the HFP

Phase 2: Beginning no sooner than April 1, 2013, approximately 269,000 transition
children in phase 2 will be made eligible under the demonstration Medicaid expansion
population and enrolled into a Medi-Cal health plan in their county. To the extent
possible, transition children in Phase 2 will be enrolled in a health plan operated by
the Medi-Cal managed care plan that contracted with the child’s HFP health plan.
Phase 3: Beginning no sooner than August 1, 2013, approximately 200,000 transition
children in phase 3 will be made eligible under the demonstration Medicaid expansion
population and will be enrolled in a Medi-Cal health plan in their county.

Phase 4: Beginning no sooner than September 1, 2013, approximately 50,000
transition children in phase 4 will be made eligible under the demonstration Medicaid
expansion population and will receive services through the Medi-Cal fee-for-service
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106.

system. To the extent the department is successful in its efforts to create managed
care delivery systems in these counties, the children will be enrolled into the managed
care health plans.

Eligibility and Enroliment Process
Eligibility criteria.

Transition children. In order to be enrolled in the demonstration Medicaid expansion
population, transition children must meet the definition of STC104.b.above and must
be in a phase described in STC 104.c. that the state has been authorized to implement
in accordance with STC 105. Transition children that do not meet this definition will
remain enrolled in HFP under the title XXI separate program.

New enrollees. Children applying for coverage after January 1, 2013 will be
determined eligible for the demonstration Medicaid expansion population based on
the same eligibility criteria previously employed by the HFP. Children that would
have been found eligible for the HFP in December 2012 will, in the aggregate, be
found eligible for the demonstration Medicaid expansion population beginning
January 1, 2013. Individuals will be able to apply at either the County human services
department, via in person, mail, phone, online or through the existing Single Point of
Entry (SPE), which is operated by the state’s administrative vendor. Applications
received directly at the county will continue to be screened for Medi-Cal
eligibility. Applications received at the SPE will be provided with an initial eligibility
screen, including a determination as to whether individuals qualify for presumptive
eligibility (referred to as “accelerated enrollment,” in California). Subsequent to this
initial screen, applications will be transferred to the individual counties (and their
Statewide Automated Welfare System Consortia (SAWS) systems). Detailed
information on how applications will be processed for transition children can be found
at http://www.dhcs.ca.gov/services/medi-cal/eligibility/Documents/12-33.pdf
1. Once determined eligible for the demonstration Medicaid expansion
population, new enrollees will be promptly enrolled in a Medi-Cal
managed care plan serving their county, following existing state
enrollment process, unless they reside in a county with no participating
Medi-Cal managed care plan, in which case, they will receive services
through the Medi-Cal fee-for-service delivery system.

b. Application of Medicaid rules — With the exception of the limited enroliment to

implement a phase-in of transition children in accordance with STC 105.a., all Medicaid
rules (including eligibility, benefits, cost sharing, grievances and appeals, and managed
care) will apply to this demonstration Medicaid expansion population.

“Automatic” enrollment. The state will rely on the eligibility determinations previously
made by the HFP for all transition children being made eligible for the demonstration
Medicaid expansion population. A new application, or further documentation, will not be
required, or requested, at the time transition children are made eligible under the
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107.
information to stakeholders, including information provided on its existing HFP website, and
contact information for questions regarding the transition. In addition, the state must
continue to regularly convene meetings with counties, consortia, and other stakeholders to
discuss transition issues, identify any problems or concerns and develop solutions.

108.

b.

C.

demonstration Medicaid expansion population. California will inform all families with
children made eligible for the demonstration Medicaid expansion population that, if they
experience a change in circumstances, they may request a new eligibility determination
and they may also request a review of income used to determine premium levels.

Annual renewal. The annual review of the case will not be due until one year after the
HFP last reviewed the case (the HFP renewal date). The state must ensure that all
information that has been previously collected for transition children in the HFP is
successfully transferred to Medi-Cal and that upon renewal families are not required to
provide the same information that has already been collected by the state. The state must
also ensure that if a child’s annual renewal is delayed due to workload or system
limitations, the child will remain enrolled until such time as the renewal can be
appropriately conducted without undue burden placed on the family. The state will
monitor, by county, the timely renewal of transitioned children and report to CMS if
renewals are not being conducted in a timely manner.

Public Engagement. The state must continue to provide easily accessible and up-to-date

Notices to Children and their Families

CMS Review of Enrollee Communication. The state will submit to CMS, 10 days in
advance of finalizing the notice for production, any written communication from the state
to enrollees to be used to explain the transition, for CMS review and comment. Offers of
individual assistance should be clearly set forth in materials developed by both the state
and the health plans. The state will also submit to CMS for review and comment any
directional memoranda or guidance documents to the counties, plans, and providers.

Readability and Accessibility. All informing and educational materials should be clear,
easy to read, and provide the information families need to help them navigate the
transition, be reviewed by a health literacy expert, and be made available in the 12 Medi-
Cal threshold languages, in formats, and at reading levels that ensure materials provide
clear information.

Content and Timing. The state must provide written notice to transitioning children at

least 60 days prior to the start of Phase 1, and at least 90 days prior to the start of Phases
2 through 4. The state must also provide a personalized reminder notice 30 days prior to
each phase, starting with Phase 1B, of the transition. The notices must explain that all
children will have coverage throughout the transition, and provide detailed information
on how to access physical, dental, mental health, substance use disorder, and vision
services, continuity-of-care rights, and what to do if a family has a problem accessing
care.
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109. Consumer Assistance. Consumer assistance will be available to families both during and
after the transition.

a. Call Centers: The state will use the HFP, Medi-Cal and Medi-Cal Managed Care,
and Mental Health Ombudsman and Health Care Options call centers to provide
information and assistance to families during and after the transition of children
from HFP to Medi-Cal. It will ensure that all of these entities are trained to assist
families and will coordinate educational material to provide accurate and
consistent responses to questions from families.

b. Community-based assistance groups: The state will ensure that community-based
assistance groups (e.qg., certified application assisters) are adequately informed to
help families of transitioning children continue to maintain enrollment and access
to care.

c. State Review of Beneficiary Complaints, Grievances, and Appeals to Managed
Care Organizations: The state must review quantity and type of complaints,
grievances, and appeals for each MCO and data from the state or MCO call
centers, to understand what issues beneficiaries and providers are having with the
transition. The state will use this information to implement any immediate
corrective actions necessary. The state must review these statistics at least weekly
for the first 90 days, and monthly, thereafter. Data and information regarding the
beneficiary complaints, grievances, and appeals process must be made available to
CMS.

110. Beneficiary Surveys. Beneficiary surveys will be conducted on a statistically significant
sample of transition children. The surveys will determine beneficiary perceptions related to
access to care in Medi-Cal (including primary care, medical and dental specialty care, dental,
mental health and substance use disorder services). Additionally, the survey will ask
questions about families’ overall experiences during and after the transition. The first survey
will be conducted within the first 60 days of the transition of Phase 1a, and will be repeated
quarterly. Survey populations will include families of children in each phase of transition
and families accessing the range of services described above (primary care, medical and
dental specialty care, dental, mental health and substance use disorder services). The state
will submit survey questions to CMS for review and feedback prior to distribution, and
survey findings will be submitted to CMS upon completion of each survey.

111. Delivery System. Individuals eligible under the demonstration Medicaid expansion
population will receive health care through a Medi-Cal managed care health plan where
available. Children living in counties where Medi-Cal managed care is available will be
required to be enrolled in a health plan, and will receive default assignments as indicated in
STC 104 or, if not indicated there, under the state’s normal default assignment rules. Nothing
in these STCs exempts the state from managed care requirements at 42 CFR 438.

112. Benefits. The benefits provided to the demonstration Medicaid expansion population are
the same as those specified in California’s Medicaid state plan for categorically needy
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children through 18, including all services the state is required to cover under §440.210(a)(1)
(including Early and Periodic Screening, Diagnosis and Treatment (EPSDT) at 8441 subpart
B), and all services it has opted to cover under §440.225. The state must provide a written
description to CMS of how it will ensure continuity of care in each transition phase for
children receiving all types of services, including primary and specialty medical care, dental
treatment, and mental health and substance use disorder services.

a. Dental Services. Dental services for the demonstration Medicaid expansion population
will be covered under the Medi-Cal fee-for-service program, known as Denti-Cal, with
the following exceptions. Children in Los Angeles County will choose between
Denti-Cal and a dental managed care plan. Children in Sacramento County will be
required to enroll into a dental managed care plan (unless qualified for the beneficiary
exception process). In Sacramento, if a child’s HFP dental plan is not a Medi-Cal
dental managed care plan then the child will be automatically enrolled into a plan. In
Los Angeles, if a child’s HFP plan is not a Medi-Cal dental managed care plan the
child will be automatically enrolled into Denti-Cal fee-for-service if they have not
already made an active choice of a dental managed care plan.

i. Consumer Assistance for Dental Services. The state must employ strategies to ease
the transition for children who will have to change plans and/or providers, as well
as assess outcomes in this area.

1. Denti-Cal Beneficiary Customer Service Line — The state will improve its
current Denti-Cal Beneficiary Customer Service line referral process by
having a customer service representative remain on the line while
transferring a family member to a dental provider who has actively indicated
that he or she is accepting new patients. The customer service
representative will also help the family member secure an appointment for
the child (if requested). The state must collect information on a monthly
basis on the number of provider referral calls. The report should also list
outcomes, including requests unresolved, and resolved, on locating
providers to provide the necessary services to the beneficiary, and number
of beneficiaries referred out of county. In addition, the state must ensure that
a process is in place to identify providers listed on the referral list who are
not actively accepting new patients and to document and outreach to those
geographical areas that are lacking sufficient providers willing to accept
new patients. This information will be reported to CMS on a monthly basis.

2. Denti-Cal Website - The state must maintain on its website a current and
accurate list of dentists providing care to children enrolled in Denti-Cal,
including dentists who treat children with special health care needs, and
must submit data to the Insure Kids Now website, as required by Section
2108(f) of the Act, on a quarterly basis. CMS will provide technical
assistance to the state on strategies to enhance the quality and accuracy of
the data.

3. Dental Informing Materials — The state must ensure that dental-specific
informing materials are mailed to all children as they transition to Medi-Cal.

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 82 of 618



ii. Dental Provider Recruitment and Simplification of Administrative
Requirements. In partnership with the dental community, the state must
establish new incentives to increase provider participation in Denti-Cal, and
identify and eliminate existing administrative barriers.

1. Provider Survey - A survey must be sent to providers to assess
provider capacity, ability to accept new clients, and identify barriers
to enrollment, prior to implementation of each phase.

2. Streamlined Provider Application and Enrollment Process - The state
must streamline its process for provider enrollment in Denti-Cal,
including elimination of the requirement for a hard copy provider
signature on the application in order to be added to the online Denti-
Cal provider directory. Dentists may request Preferred Provisional
Provider status, which enables providers credentialed with a Knox
Keene plan to begin treating and billing for Medicaid patients while
Denti-Cal credentialing is pending, for up to 18 months. PPP
applicants submit a cover letter and DHCS 6204 or 6203 with
supporting documentation. In addition, providers must be allowed to
request inclusion, removal, or updating of information, on the Denti-
Cal provider directory by phone, email, fax, or mail. The state must
also contact providers for any additional information needed to
complete the provider application, and notify the provider once he/she
has been added to the provider directory.

3. Provider Outreach —Based on provider survey results, the state will
perform provider outreach to encourage current providers to accept
new children enrolled in Medi-Cal and to encourage HFP dental
providers to enroll in Medi-Cal dental managed care plans and fee-
for-service. In addition, the state will oversee Medi-Cal dental
managed care plans’ outreach to their enrolled providers to ensure
continuity of care.

4. Provider training — Denti-Cal will hold a series of webinars and in
person workshops to educate providers on how to enroll in Denti-Cal,
how to bill for services, and other frequently asked questions.

iii. Efforts to Ensure a Seamless Transition and Continuity of Care. The state
must provide a written description to CMS of how it will ensure continuity of
care for children receiving dental services. If a transition child previously
received a prior authorization from a HFP dental plan provider, the new
Denti-Cal provider of the transition child will be able to utilize the approved
prior authorization when claiming for dental services with Denti-Cal. Neither
the provider nor the family will be required to obtain another prior
authorization from Denti-Cal as long as the existing prior authorization has
not expired.

b. Mental Health Services. Basic mental health services for the demonstration Medicaid
expansion population will be covered primarily through managed care health
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plans. More specialized mental health services are provided by local County Mental
Health plans as “carve-outs” for both programs. Under Medi-Cal, Specialty Mental
Health Services (SMHS) are provided through a 1915b waiver.

I.  Continuity of Care for basic mental health services. When a transition child
receiving "basic” mental health services is enrolled into a Medi-Cal managed care
health plan, his/her basic mental health services will continue and will be
provided by the Medi-Cal managed care health plan, usually by the primary care
doctor. If the service is not covered by the plan, the plan will ensure that the child
is referred to a Medi-Cal fee-for-service provider or the county mental health plan
(if the child meets specialty mental health services criteria). Children receiving
basic mental health services previously authorized through a HFP health plan
provider must be transitioned to a Medi-Cal health plan provider with no
disruption in coverage.

ii.  Continuity of care for SMHS. If a transition child is receiving specialized mental
health services through the County Mental Health plan prior to the transition, the
County Mental Health plan will continue to provide services to these children
after the transition with no disruption in coverage. Under select circumstances
(e.g., a child is near the end of his or her treatment plan or experiences a
significant change in mental health status), a child may need to be reassessed for
specialty mental health services, and will be reassessed based on Medi-Cal
medical necessity criteria rather than HFP serious emotional disturbance (SED)
criteria. If the child does not meet the medical necessity criteria, the County
Mental Health plan will continue to provide services until the Medi-Cal managed
care plan has identified a provider in its network or in the fee-for-service network,
and the child is able to receive services from that provider. In such a transfer, the
County Mental Health plan and Medi-Cal managed care plan will follow the
protocols outlined in their memorandums of understanding, and the County
Mental Health plan will follow discharge planning procedures appropriate for the
client. All children have the right to appeal the outcome of a reassessment and
will continue to receive services pending a Medicaid fair hearing.

iii.  Coverage of mental health services furnished by County Mental Health Plans.
Mental Health services provided by the County Mental Health plans are covered
as described by the California §1915(b) Specialty Mental Health Services
waiver.

iv.  Consumer assistance for mental health services. The state must employ strategies
to ease the transition for children who will have to change plans and/or providers,
as well as assess its efforts in this area. If a child is receiving basic mental health
services through his/her Medi-Cal managed care health plan or Medi-Cal SMHS
through the county mental health plan, and services are reduced, changed, or
terminated, families will have access to the county's Beneficiary Problem
Resolution system and managed care grievance process, which manages
grievances, appeals, and state fair hearings. The Medi-Cal Mental Health
Services Ombudsman Unit will also be available as a resource to families.
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c. Substance Use Disorder Services. Substance use disorder services will be covered
through a contracted system that is primarily county-administered. DHCS also has a
small number of direct contracts with Drug Medi-Cal fee-for-service providers.

d. Continuity of Care. The state must ensure that transition children eligible in the
demonstration Medicaid expansion population who have been receiving substance use
disorder services authorized by their health plan continue to receive such services under
the demonstration. For new enrollees, health plans must appropriately refer children to
county alcohol and drug programs. The county alcohol and drug programs may receive
self-referrals of former HFP children.

112.  Cost Sharing. The premiums/cost sharing for the demonstration Medicaid expansion
population must be consistent with Medicaid requirements for state plan populations that
are set forth in statute, regulation and policies and must be limited to a 5 percent
aggregate cost sharing limit per family as specified at 1916 and 1916A of the Act.

a. Premiums. Consistent with section 1916A of the Act and Medicaid regulations at 447.71
and 447.72, California will not impose premiums for children with family income below
150 percent of the FPL. For children who have family income above 150 percent and up
to and including 250 percent of the FPL, the state will impose the following monthly
premiums: $13 for one child, $26 for two children, and $39 for three or more children.

b. Premium Policies. Families that pay three months of premiums in advance will receive
the fourth consecutive month of coverage with no premium required. Families that pay
their premium by means of electronic funds transfer including credit card payment will
receive a 25 percent discount on their premium. Eligibility will be terminated for failure
to pay after a grace period of 90 days after the premium due date.

c. Cost Sharing — The state will not apply any other type of cost sharing, such as co-
payments, for children through age 18.

113. Information Technology. The state will need to provide an assurance to CMS, prior to
the implementation of each phase, that the state has information technology available, tested
and operational that are ready to ensure a smooth and timely transition of electronic data and
files for transition children and ongoing interface of necessary systems to correctly and
expeditiously enroll new eligible applicants into the demonstration,

114. Oversight of Administrative Contractors. The state must actively oversee and ensure
the accuracy, and completeness of information in contracts, and other related documents, and
ensure that there are administrative and management arrangements, and procedures, designed
to safeguard against contractor errors in the implementation and operation of all business
rules for the transition. In addition, the state must periodically monitor contractor services on
site, as well as conduct random samples of cases to ensure that all business rules are
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implemented as intended by the state. The state must notify CMS immediately upon
detection of any type of potential or identified problem with contractor administration of the
Medicaid expansion demonstration program.

115. Submission and Effective Dates of Medicaid State Plan Amendment (SPA). To
ensure the transition of these children to full Medicaid state plan authority, California must
submit a Medicaid SPA to expand coverage to optional targeted low-income children under
the Medicaid state plan 90 days prior to implementation of Phase 4. The SPA must be
approved by CMS prior to implementation of Phase 4.

116. Provider Network Adequacy. The state must demonstrate provider network adequacy
prior to each phase, and prior to receiving written authority and approval to implement
subsequent phases. CMS reserves the right to delay implementation of any phase in the
absence of sufficient evidence of provider network adequacy. Pre-implementation of each
phase, the state must estimate the percentage of beneficiaries the state anticipates will be able
to keep their current HFP PCPs, and dentists, in managed care and Denti-Cal arrangements
(by county and taking into consideration community standards as necessary.

a. Managed Care Network Adequacy. This transition involves enrollment of a new

Medicaid expansion population in the Medi-Cal delivery system. Consistent with
Medicaid requirements related to availability of services at 8§438.206, assurances of
adequate capacity and services at §438.207, and coordination and continuity of care at
8438.208, the state must ensure, through oversight of its contracts, at a minimum, that
each managed care plan provides the state with supporting documentation to demonstrate

that it:
i.

Has the capacity to serve the expected enrollment in its service area in
accordance with the state's standards for access to care. This must include the
percentage of primary and specialist providers accepting new patients.

Offers an appropriate range of primary care, and specialty services that are
adequate for the anticipated number of enrollees for the service area.

Will ensure that if the plan network is unable to provide necessary services
covered under the contract, to a particular enrollee, the plan will adequately and
timely cover these services

Maintains and monitors a network of providers that is sufficient in number, mix,
and geographic distribution to meet the needs of the anticipated number of
enrollees.

Will ensure that if the plan network is unable to provide necessary services,
covered under the contract, to a particular enrollee, the plan will adequately and
timely cover these services out of network for the enrollee, for as long as the
plan is unable to provide them.

b. FFS Network Adequacy. This transition will involve the enrollment of a new

Medicaid expansion population into the Medi-Cal fee-for-service delivery system in
some counties. The state must monitor the availability of sufficient access to services
using “A Plan to Monitor Healthcare Access for Medi-Cal Beneficiaries,” as
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approved by CMS. The plan is available at http://www.dhcs.ca.gov The state must
ensure that their fee-for-service network meets the requirements at 1902(a)(30)(A).

c. Dental Network Adequacy and Certification signed by the state Medicaid Director. In
order to provide timely access to quality dental services, the state will track adherence
to the 1/2000 provider adequacy ratio. This includes a 1/2000 ratio of providers to
eligible children in each county. The state must provide documentation that the
number of general dentists accepting new patients is sufficient to absorb the number
of new enrollees and transition children who will be required to change dental
providers. If certain geographic areas do not meet this threshold, the state must
recruit sufficient new dentists or already-enrolled HFP dentists to accept new patients.
The state must have a sufficient number, mix, and geographic distribution of
providers of services. In addition, the state must certify to CMS that there is network
adequacy for Denti-Cal fee-for-service providers.

I. The state will continue to improve the accuracy of the dental provider data
reported to InsureKidsNow.gov, and will develop a plan to use these data to
determine the number of dentists available to treat young children and children
with special health care needs. The state will work with CMS to determine a
target date for reporting these data.

d. Items necessary for network adequacy readiness for all phases:

i. Network certification signed by the state Medicaid Director. After the state
reviews the documentation submitted by managed care plans, the state must
certify to CMS that the plans have complied with the state's requirements for
availability of services, as set forth in 8438.206. The state must make available to
CMS, upon request, all documentation collected by the state from the managed
care plans.

ii. Demonstration of Geographic Accessibility (e.g., GeoAccess analysis). The state
shall ensure that each plan has an accessible network with reasonable geographic
proximity to the individuals enrolled as required by state statute and regulations,
including the Knox Keene Act, and taking into account community standards as
necessary. Based upon a showing of geographic access concerns, revealed
through monitoring Phase 1 and 2, the state shall provide a GeoAccess report to
CMS for subsequent phases 60 days prior.

iii. Continuity of care plans. The state must provide a document describing
continuity of care in the following areas: medical care, mental health, substance
abuse and dental services in both managed care and fee-for-service delivery
systems. This written description must be submitted to CMS 60 days prior to
implementation of Phase 1A and updated, as necessary, prior to each subsequent
phase.

iv. Contingency plans. Should an unanticipated problem(s) be identified by the state
or CMS during the implementation process, the state must provide corrective
actions plans for those health plans that are currently underperforming or appear
to have prospective network adequacy concerns based on previous phases
implemented.
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117. Monitoring and Reporting on Medicaid Expansion Demonstration Population. The
state will collect data on the implementation of each phase of the demonstration in order to
monitor, measure and report to CMS on the results of each phase prior to implementation of
subsequent phases. CMS will review this data and evaluate the success of each phase before
granting approval of the subsequent phase. The state’s monitoring plan and monitoring
report template, presented in Attachment S, are incorporated in this demonstration.

a. Monitoring Plan and Monitoring Report Template. The plan provides a narrative
description of the objectives of the transition and the monitoring report template presents
the metrics that will be reported relevant to the accomplishment of those objectives,
sources of data to be reported and anticipated outcomes. The data reported through this
plan will assist the state, CMS and stakeholders in assessing the ongoing success of the
transition and the impact on children and families with regard to, maintaining coverage
for transition children, the appropriate enroliment of new enrollees, timely access to care,
continuity of care, provider capacity, and consumer satisfaction under each phase,
consistent with Medicaid requirements (at §438.206, §438.207, and 8438.208).

b. Monthly Submission of Data on Monitoring Report Template. Beginning one month
following implementation of Phase 1a, and monthly thereafter, the state will submit
within 15 days of the end of each calendar month, a monitoring report template, which
must be made publically available and must display data collected over time for the
cohort of children transitioned in each phase as well as provide ongoing information on
new enrollees and changes in provider capacity. The monitoring report template will be
used by the state to quickly identify concerns and develop solutions and by CMS to help
determine if previous transition phases have been successful and if subsequent phases
will be approved for implementation.

c. Analytical summary reports. The state must submit to CMS a monthly summary report
that includes a discussion and analysis of events occurring during implementation of each
phase and the state’s analysis of the data presented in the monitoring report template and
other relevant information available to the state. The summary report will also include
proposals for addressing any problems identified during implementation of each phase.
The intent of the report is to present the state’s analysis of the success of the transition to
date with an emphasis on children maintaining coverage, continuity of care and provider
access for children receiving dental or mental health services.

d. Reporting timeframe. Results of monitoring and corrective action plans (as appropriate)
must be provided on a monthly basis during the course of this transition and after the
transition to ensure access after Phase 4.

e. Modification. CMS and the state can mutually agree at any time to delete, modify or add
new metrics to the monthly report, as determined necessary to improve reporting going
forward. CMS may request that certain data be reported earlier than the normal reporting
timeframe in order to support approval or disapproval of subsequent phases. The state
will work with CMS to determine which data elements are most relevant and available to
facilitate such approval. It is also acknowledged that some data elements in the report
template may require development of new systems and processes for collection and may
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not be available for the first monthly monitoring report due on February 15, 2013. The
state and CMS will work together to determine if the reporting of any metrics may be
delayed.

118. Evaluation: Within 30 days of the effective date of these STCs, the state must submit to

CMS for approval a draft evaluation design for the Demonstration.

a. Ata minimum, the evaluation will determine the extent to which CHIP eligible children
successfully transition from HFP to MediCal without loss of coverage, and maintain
access to primary, specialty, and oral health care. The draft design will rely primarily on
the findings from the data reported in the monthly monitoring template, which will be
used in evaluating the impact of this amendment, during the period of approval, for the
Medicaid expansion population. Finally, the draft evaluation design will include a
detailed analysis plan that describes how the effects of all Demonstration programs will
be isolated from other initiatives occurring in the state.

b. State shall include an assessment, using pre-transition enrollment and utilization data as a
baseline, of the impact on the Medicaid expansion population, including all significant
and notable findings based on all of the data accumulated through the monitoring report
template and summary reports as well as utilization data made available during the
transition.

c. CMS will provide comments on the draft evaluation design within 30 days of receipt, and
the state will submit a final evaluation design within 30 days of receipt of CMS’
comments.

G. 2013 Managed Care Expansion

This section describes additional requirements related to the operation of the state’s planned
2013 expansion of the demonstration’s COHS and non-COHS managed care models to 28
counties. Unless otherwise specified, managed care entities in these counties are subject to all
other delivery system requirements described in these STCs, particularly section VII.

119. General. No earlier than September 1, 2013 (and not prior to CMS approval of the
applicable managed care contracts) the State may enroll beneficiaries in the 8 COHS counties
into Medi-Cal managed care consistent with Attachment L. No earlier than November 1,
2013 (and not prior to CMS approval of the applicable managed care contracts) the state may
enroll beneficiaries in 20 non-COHS counties into Medi-Cal managed care, consistent with
Attachment L. The state shall not enroll beneficiaries into Medi-Cal managed care in any
particular region (without delaying enrollment in other regions) in the event that the
applicable contracts have not been approved by CMS by the date specified. The state may
submit technical updates to Attachment L and M without submitting an amendment.

Beneficiaries residing in counties where managed care enrollment is voluntary may be
assigned to a health plan according to a passive enrollment process. Notices provided by the
State to the beneficiary shall clearly indicate the beneficiary’s ability to opt out of an MCO
and return to the fee-for-service delivery system at any time. Seniors and persons with

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 89 of 618



disabilities in non-COHS counties that are part of the 2013 managed care expansion,
however, will be voluntarily enrolled through an “opt-in” process.

120. Transitional Beneficiary and Provider Notices and Information Sharing

a. CMS Review of Enrollee Communication. The state will submit to CMS, 10 days in
advance of finalizing the notice for production, any written communication from the
state to enrollees to be used to explain the transition for CMS review and comment. The
availability of resources for individual assistance should be clearly set forth in materials
developed by both the state and the health plans.

b. Readability and Accessibility. All transitional informing and educational materials
should be clear and easy to read, provide information beneficiaries need to help them
navigate the transition, and be made available in the 12 Medi-Cal threshold languages,
in formats, and at reading levels that ensure materials provide clear information.

c. Timing. The state must provide at least two written notices to transitioning beneficiaries
for non-COHS counties at least 60 days and 30 days prior to the transition. The state
must attempt to contact the beneficiaries who have not made a plan selection by phone,
at least three times, prior to 15 days before the transition.

d. Validation of Beneficiary Addresses. The state will ensure mailings will be sent to the
most appropriate beneficiary by using appropriate beneficiary address verification
software and other means as necessary. The state will report to CMS on the
effectiveness of the validation of beneficiary addresses for the COHS transition and will
incorporate lessons learned into a plan for validation of beneficiary address for the non-
COHS transition, to be submitted to CMS 45 days in advance of the transition.

e. Provider and Community Based Organization (CBO) Notice. The state shall develop
and distribute written information to providers and CBOs prior to transition via provider
bulletins. For the non-COHS transition, the state will provide this information no later
than 45 days prior to the transition and will submit these materials to CMS at least10
days prior to finalizing the notice for production.

f. Beneficiary notices should include information regarding dental benefits for applicable
populations.

121.  Eligibility and Enrollment Process

a. Eligibility criteria. The counties and the beneficiaries subject to managed care
enrollment as part of the 2013 managed care expansion are defined in Attachment
L. The geographic distribution and delivery model for each county is defined in
Attachment M.
b. Enrollment Process
I.  COHS expansion counties. Eligible Medi-Cal beneficiaries residing in
COHS expansion counties will be required to enroll in the COHS health plan
(in Accordance with Attachment L)
ii.  Non-COHS expansion counties
1. Beneficiaries residing in non-COHS expansion counties that are in
mandatory MEGs (in accordance with Attachment L) will be required to
choose a Medi-Cal managed care health plan. If the beneficiary fails to
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choose, they will receive default assignments. Nothing in these STCs
exempts the State from managed care requirements at 42 CFR 438.

2. Beneficiaries residing in non-COHS expansion counties that are in
voluntary MEGs (in accordance with Attachment L) will be given the
choice of enrolling in FFS or managed care. If the beneficiary fails to
choose, they will remain in FFS.

3. Beneficiaries residing in non-COHS expansion counties with one plan
that are in voluntary MEGs (in accordance with Attachment L) will be
given the choice of enrolling in FFS or managed care. If the beneficiary
fails to choose, they will be passively enrolled into the managed care
health plan with an opportunity to opt-out.

c. Default Process. State will use FFS data to link non-choosing beneficiaries to health
plans. State should, at a minimum, consider highest utilized provider over the last
12 months when matching beneficiaries to health plans.

d. Non-choosing families living in the same household and enrolled in Medi-Cal with
mandatory MEG codes (in accordance with Attachment L) should be defaulted into
the same health plan.

e. Application of Medicaid rules. All Medicaid rules (including eligibility, benefits,
cost sharing, grievances and appeals, and managed care) will apply to this
expansion population.

122. Consumer Assistance. Consumer assistance will be available to beneficiaries during the
transition through the following:

a. The State will use the Medi-Cal Managed Care Office of the Ombudsman and
Health Care Options call centers to provide information and assistance, including
enrollment assistance, to beneficiaries during the transition.

b. The state will make informative resources available to interested CBOs on how to
provide information and assistance to beneficiaries affected by the transition.

123.  Delivery System. The managed care delivery system models, their geographic
distribution, and participating health plans are identified in Attachment M.

124. Benefits. Transitioned beneficiaries will receive benefits as identified in Attachment N.

125. Managed Care Network Adequacy. Consistent with Medicaid requirements related to
availability of services at 8438.206, assurances of adequate capacity and services at
8438.207, and coordination and continuity of care at §438.208, the State must ensure,
through oversight of its contracts, at a minimum, that each managed care plan provides the
State with supporting documentation to demonstrate network adequacy in accordance with
STC 59.

126. Monitoring and Reporting. The State will collect data and information, consistent with
Attachment T, on the Medi-Cal managed care expansion in order to monitor, measure and
report on this expansion. The State will utilize existing monitoring tools to ensure efficiency
and consistency across the Medi-Cal managed care program.
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H. Managed Care Delivery Systems for the Coordination Care Initiative Eligible
Beneficiaries

127. CCI Enrollment Processes

a. Cal MediConnect Enrollment. Effective no sooner than April 1, 2014, according to the
schedule described in Attachment U, dependent on the effective date of the 3-way
contract, the State may begin enrollment of beneficiaries eligible for the Cal
MediConnect program. Enrollment is described in the plan-specific three-way contracts
signed by CMS, the State, and the Cal MediConnect plan. Beneficiaries who opt out of
Cal MediConnect, will remain in their existing Medicare program and be enrolled in a
Medi-Cal managed care plan for coverage of their Medi-Cal benefits, including LTSS.
Beneficiaries may opt out of the Cal MediConnect program at any time.

b. CCI Eligible Beneficiary Enroliment. Dual eligibles who opt out or are excluded from
the Cal MediConnect program, and Medi-Cal only SPDs who were previously excluded
from the SPD mandatory enroliment program will be mandatorily enrolled into a Medi-
Cal managed care plan beginning no sooner than April 1, 2014, according to the schedule
described in Attachment U and contingent on an approved amendment to the Medicaid
managed care contract. The enrollment may be tailored for each county as appropriate to
address the specific demographics and population of each county.

Notwithstanding the provisions under this STC 100, for Two-Plan and GMC counties
dual eligibles enrolled in a Medicare Advantage plan shall be mandatorily enrolled in a
Medi-Cal managed care plan that is not operated by the same parent organization for their
Medi-Cal and Medicare wrap around benefits. The State shall ensure dual eligibles
enrolled in a Medicare Advantage plan will be provided coordination of benefits based
off current practice. This is applicable only in the eight authorized CCI counties.

c. CClI Eligible Beneficiary Enrollment Choice. For counties that do not operate a
County Organized Health Systems (COHS), the State will ensure that at the time of
enrollment, the individuals will have an opportunity to choose from the managed care
health plans and providers, if applicable, available to the specific population groups. If
the beneficiary does not choose a health plan, they will receive a default plan assignment
as described below. For counties that operate a COHS, the State will ensure individuals
have a choice of providers, upon enrollment.

d. Noticing - Beneficiary and Provider Notices and Information Sharing

I. Noticing for Cal MediConnect eligible beneficiaries is described in the MOU, the
Cal MediConnect three-way contracts, and the enrollment guidance. For
beneficiaries that are not a part of the MOU transition, the noticing requirements are
described below:
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A. Initial and On-going Outreach and Communication Strategy. The
State shall develop an outreach and education strategy to explain the
changes to individuals who are impacted by the Coordinated Care
Initiative. The State will establish a stakeholder process to solicit
input and recommendations from a broad array of advocates,
providers, plans, beneficiaries, and families for the development of a
CCI Eligible Beneficiary program. The process will address
beneficiary protections, person-centered care coordination, consumer-
directed IHSS program protections, and quality. The strategy shall
describe the State’s planned approach for advising individuals
regarding health care options utilizing an array of outreach techniques
(including in person as needed) to meet the wide spectrum of needs
identified within the specific populations. The strategy will further
articulate the State’s efforts to ensure that the individuals have access
to information and human assistance to understand the new systems
and their choices, their opportunities to select a health plan or
particular providers and to achieve continuity and coordination of care.
The strategy will include a timeline for initial implementation and on-
going operation of the CCI. All updates or modifications to the
outreach and education strategy shall be submitted to CMS for review,
prior to implementation.

B. CMS Review of Enrollee Communication. The State will submit to
CMS, 10 days in advance of finalizing the notice for production, any
written communication from the state to enrollees to be used to explain
the transition for CMS review and comment. The availability of
resources for individual assistance should be clearly set forth in
materials developed by both the State and the health plans. The State
will also submit to CMS for review and comment any directional
memoranda or guidance documents provided to the counties, plans,
and providers.

C. Readability and Accessibility. All informing and educational materials
should be clear and easy to read, provide information beneficiaries
need to help them navigate the transition, and be made available in the
12 Medi-Cal threshold languages, in formats, and at reading levels that
ensure materials provide clear information.

D. Timing. CCI Eligibles transitioning from Fee-For-Service will be
notified at least 90-days in advance of the effective date of enrollment
of upcoming changes in delivery systems; will be mailed reminder
notices 30 and 60 days prior to enrollment, and final enrollment
confirmation notices prior to the enroliment effective date. The State
must attempt to contact the beneficiaries who have not made a plan
selection by phone, at least two times, prior to 15 days before the
transition.
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E. Validation of Beneficiary Addresses. The state will submit to CMS, 45
days in advance of the transition, a comprehensive plan for ensuring
mailings will be sent to the most appropriate beneficiary address (this
plan should include the use of address validation software).

Ii. For beneficiaries that are currently enrolled in Medi-Cal managed care and are now
going to receive MLTSS through the managed care plan, the noticing requirements
are as follows:

A. CMS Review of Enrollee Communication. The State will require the
plans to notify their members at least 30 days in advance of
implementation of the benefit. The plan will notify all members of the
availability of the benefit for those members who are accessing the
services prior to implementation, including information about
continuity of care.

B. The plan will notify all members of the availability of the benefit
through member informing materials for those who are not accessing
the services prior to implementation.

C. Readability and Accessibility. All informing and educational materials
should be clear and easy to read, provide information beneficiaries
need to help them navigate the implementation, and be made available
in the 12 Medi-Cal threshold languages, in formats, and at reading
levels that ensure materials provide clear information.

iii. Provider and Community Based Organization (CBO) Notice. The State shall
develop and distribute written informing materials via a provider bulletin no later
than 45 days prior to the transition. The State will submit these materials to CMS at
least10 days prior to finalizing the notice for production.

iv. The State will ensure that the Medi-Cal managed care plans include in regular
provider training key elements of operating a successful MLTSS program,
including such topics as the applicable assessment tools and processes, person-
centered care planning, coordination with the IHSS program, population specific
training and self-direction, information technology, billing, and systems operations.

e. Approaches to Default

I. For CCI Eligible Beneficiaries who are now being mandatorily enrolled in Medi-
Cal managed care and do not make an affirmative choice, and after repeated efforts
(letter, followed by at least 2 phone calls) to encourage choice, the State will
identify individual claims and data (from Medi-Cal and, where appropriate,
Medicare) to make a default selection into a plan based on usual and known sources
of care, including previous providers (including prescribing providers), and
utilization history. Default enrollees will have the opportunity to see their existing
Medi-Cal providers for a period of 12 months after enrollment, as defined by the
State. The default shall not occur until education and outreach efforts are
conducted as noted above. When an assignment cannot be made based on
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128.

C.

V.

affirmative selection or utilization history, plan assessment shall be based on factors
such as plan quality and safety net providers in a plan’s network.

For individuals currently enrolled in Medi-Cal managed care and who will have
MLTSS integrated, the default will be to keep the enrollee in the current Medi-Cal
managed care plan. Default enrollees will have the opportunity to change to
another Medi-Cal managed care plan, in non-COHS counties.

At least 30 days prior to the effective implementation date, the State will provide
documentation and assurances for CMS review, that the infrastructure is in place at
the State level, and across the plans, to effectively manage the default selection
process.

The State shall submit to CMS for review the enrollment protocol and business
rules for default process, and documentation requirements for failed affirmative
selection leading to plan default assignment.

The State shall inform individuals of their opportunity to change plans at any time.

Benefit Package

Beneficiaries enrolled in a Medi-Cal managed care plan will be eligible for Medi-Cal
benefits as identified in Attachment N — Capitated Services List/Managed Care
Benefit Package. Attachment N has been updated to include the long term services
and supports as a plan benefit. The State will assure that enrolled individuals have
referral and access to State plan services that are excluded from the managed care
delivery system but available through a fee for service delivery system, and will also
assure referral and coordination with services not included in the established benefit
package. The health plans are responsible for referrals and coordination of services in
the State Plan, regardless of whether the services are included in the plan benefit
package.

Assessments. The State shall require plans to incorporate into their current policy and
procedure a process to assess members who can benefit from LTSS. The plan
MLTSS assessment does not preclude the use of specific tools for the determination
of eligibility or level of service for MSSP, CBAS and IHSS.

i. MSSP Assessment Tool: The plans shall enter into a contract with each
MSSP Site within the county so that the members have their choice of
MSSP Site providers. The MSSP Site shall perform assessments and
reassessments of potential MSSP beneficiaries pursuant to the 1915(c)
Home and Community-Based Waiver CA.0141.R04.00 requirements. The
MSSP Sites will manage their respective waitlists.

ii. CBAS Assessment Tool: The State shall ensure that the plans shall comply
with STCs 91-97.

Effective in the authorized CCI counties, managed care benefits for the eligible
MLTSS populations will be expanded to include the following long term services and
supports (LTSS) as specified in Attachment N:
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129.

130.

e In-home supportive services (IHSS);

e Multipurpose Senior Services Program (MSSP) services as defined in the 1915(c)
waiver; and

o Skilled Nursing Facility services and Intermediate Care Facility services.

All services will be provided in compliance with the Americans with Disabilities Act
(ADA). The State will assure compliance with the criteria for home and community
based settings as referenced in the regulations implementing 1915(c) and 1915(i) and in
accordance with the implementation/effective dates published in the Federal Register.

Efforts to Ensure Seamless Transitions for New CCI Eligible Beneficiaries:

The State will provide CMS its methodology for providing plans with a maximum of
available data on service utilization and provider utilization for CCI Eligible
Beneficiaries. The methodology shall be shared 45 days prior to implementation. The
provision and/or exchange of such data shall be done in accordance with Federal and
State privacy and security requirements.

The State shall provide documentation that information technology systems and
infrastructure-are in place and can effectively manage the data exchange expectations set
forth in this section to support smooth transition. The documentation shall be shared 45
days prior to implementation.

The State shall provide data to plans to assist plans in identifying enrollees with
complex, multiple, chronic or extensive health care needs or high risk enrollees prior to
the effective date of coverage.

Plan Readiness and Contracts

Plan Readiness — Initial and Ongoing

The State shall consult with CMS to determine the final procedures for establishing and
monitoring initial and ongoing network adequacy to serve the CCI Eligible Beneficiary
population that ensures compliance with 42 CFR 438.

i. The State shall provide to CMS a methodology for evaluating network adequacy for
LTSS 90 days prior to implementation. The methodology shall include assessing and
monitoring plan capacity on an ongoing basis for the CCI population.

ii. The State will provide support to CMS in its review and determination of
appropriateness of all contract amendments including the provision of documentation
at least 60 days prior to implementation.

iii. The State will complete network certifications for each county. Each county network
certification will be done across the geographic area covered by the county in
accordance with 42 CFR 438.

iv. The State will submit any updates to the network adequacy procedures upon changes.
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b. Atany time, CMS may require mandatory enrollment freezes based upon review of State
reports if it is evident that network adequacy targets are unmet. At any time, CMS
reserves the right to withhold approval of contracts/contract amendments and/or Federal
financial participation (FFP) if CMS determines that network adequacy is not met. Any
available statutory or regulatory appeal procedures will apply.

c. The State will submit to CMS for review a list of deliverables/submissions for readiness
that is being requested from plans. The State will submit reporting requirements to CMS
30 days prior to implementation.

d. The State will submit to CMS for review the State’s contingency plan for addressing
insufficient network issues 60 days prior to implementation.

e. ltems Necessary for plan readiness, for MLTSS benefits and applicable CClI population.

To the extent the State complies with any of the following requirements, the State must
identify for CMS how they comply. If the State has met the requirement as part of the
SPD transition or the Cal-MediConnect readiness process and CMS determines that no
further LTSS incorporation is necessary; CMS shall not require additional
documentation.

I. Care Coordination. The State shall submit to CMS a summary of their procedures for
ensuring that each plan has sufficient resources available to provide the full range of
care coordination for individuals with disabilities, multiple and chronic conditions, and
individuals who are aging. Care coordination capacity should reflect demonstrated
knowledge and capacity to address the unique needs (medical, support and
communication) of individuals in the CCI population and include capacity to provide
linkages to other necessary supports outside of each plan’s benefit package (e.g.,
mental health and behavioral health services above and beyond the benefits covered
within the plan, personal care, housing, home delivered meals, energy assistance
programs, services for individuals with intellectual and developmental disabilities and
other supports necessary). The needs may be identified through the risk assessment
process. Care shall be coordinated across all settings including services outside the
provider network and benefit package.

ii. MLTSS Assessments. The State shall provide detailed information regarding the process
to conduct MLTSS health risk assessments for individuals at risk in accordance with
STC 128(b). LTSS assessments will be implemented by using specific tools for CBAS,
IHSS, MSSP, and NF services. Further, the State shall institute a Stakeholder process
to develop a Universal Assessment tool for LTSS to be adopted by plans and CBOs and
to facilitate care planning and coordination of services. The state shall provide this
information 60 days prior to implementation, but it must at a minimum assess the
participant’s physical, psychosocial, and functional needs. By using the CBAS, IHSS,
MSSP, and NF assessment tools, the state ensures that these tools include such
elements as current health status and treatment needs; social, and transportation needs
and preferences; personal goals; participant and caregiver preferences for care; and
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back-up plans for situations when caregivers are unavailable. Additionally by using the
CBAS, IHSS, MSSP, and NF assessment tools the state ensures that these instruments
are capable of producing a similar assessment result from assessor to assessor (i.e.
inter-rater reliability).

The State shall direct the plans to engage in a preliminary assessment process that
assesses each new enrollee’s risk level and needs; assesses the care needs of dual
eligible beneficiaries and coordinates their Medi-Cal benefits across all settings; and
uses a mechanism or algorithm to determine the health risk level of members. Based
on the results of the health risk assessment, the plans shall be directed to develop
individual care plans for higher risk beneficiaries.

The State shall ensure minimum assessment/screen components to be included in any
assessment/screen administered by the plans to enable comparability and
standardization of elements considered and included in all plan assessments.

iii. Care Continuity: Initial and Ongoing. The State shall ensure that the plans have
mechanisms to provide continuity of care to enrolled individuals in order to furnish
seamless care with existing Medi-Cal providers for a period of 12 months after
enrollment-and established procedures to bring providers into network. Enrollees may
keep current CBAS and Nursing Facility providers and services in their approved
service plans, even if those providers are not in the network, for 12 months from first
day of coverage, or until a service plan is completed and either agreed upon by the
enrollee or resolved through the appeals or a fair hearing process and implemented.

The State shall submit to CMS 60 days in advance of implementation the policies and
procedures that will establish and maintain a statewide, standardized exception process
for an extended period of care continuity for individuals with significant, complex or
chronic medical conditions.

iv. Person-Centered Planning and Service Design.

A. For Medi-Cal only and partial Duals without Medicare Part B, the State shall
ensure that all contracts will include an assurance that the plans will have
protocols in place to require person-centered planning and treatment
approaches for each enrollee. While definitions and models of person-
centered planning vary, the protocols shall, at a minimum, address the
following: 1) How the plan will identify each enrollee’s preferences, choices
and abilities and the strategies to address those preferences, choices and
abilities; 2) How the plan will allow the enrollee to participate fully in any
treatment or service planning discussion or meeting, including the opportunity
to involve family, friends and professionals of the enrollee’s choosing; 3)
How the plan will ensure that the enrollee has informed choices about
treatment and service decisions; and 4) How the planning process will be
collaborative, recurring and involve an ongoing commitment to the enrollee.

B. For MSSP and all 1915(c) HCBS waiver programs which CCI Eligible
Beneficiaries will be enrolled, the service plan will reflect the participant’s or
caregiver’s needs and preferences and address how their needs will be met by
a combination of covered services and available community supports. Person-
centered service planning is holistic in addressing the full array of medical and

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 98 of 618



non-medical services and supports provided both by the health plan or
available in the community to ensure the maximum degree of integration and
the best possible health outcomes and participant satisfaction. CBO providers
will coordinate the HCBS service plan with the health plans service plan.
Participants must be permitted to include individuals of their choosing, along
with their service providers, as part of their interdisciplinary team. CMS
expects participants will have the ability to choose which team members
should serve as the lead and the participant’s main point of contact; if the
participant does not want to choose a team lead, the interdisciplinary team will
make the decision.

v. Physical Accessibility. The State will ensure, using the facility site review tool, that
each plan has physically accessible accommodations or contingency plans to meet the
array of needs of all individuals who require accessible offices, examination or
diagnostic equipment and other accommodations as a result of their disability or
condition, and that they are advised of their obligations under the Americans with
Disabilities Act and other applicable Federal statutes and rules regarding accessibility.

vi. Interpreter Services - Information Technology. The State will ensure that each plan
offers interpreter services for individuals who require assistance communicating, as a
result of language barriers, disability, or condition. The State will ensure that each plan
has capacity to utilize information technology including teleconferences and electronic
options to ensure that delays in arranging services do not impede or delay an
individual’s timely access to care.

vii. Transportation — Specialized. The State will ensure that each plan offers non-
emergency medical transportation so that individuals have easily accessible and timely
access for scheduled and unscheduled medical care appointments.

viii. Fiscal Solvency. The State shall ensure a plan’s solvency prior to implementing
mandatory enrollment and shall continue to monitor on a quarterly basis. California
uses the Tangible Net Equity (TNE) standard for plan solvency.

The State shall continue to ensure that all capitation rates developed for the Medicaid
managed care program are actuarially sound and adequate to meet population needs
pursuant to 42 CFR 438.6 (c). Rates will be designed to support the population’s
ability to support and retain community placement. The state will have a process for
oversight and evaluation of payment structures and to inform areas of exploration for
future program modifications.

ix. Transparency. The State shall require that plan methods for clinical and administrative
decision-making are publicly available in a variety of formats, as well as elements of
contractual agreements with the State related to benefits, assessments, participant
safeguards, medical management requirements, and other non-proprietary information
related to the provision of services and supports to the LTSS eligible population.

The State shall require that each plan utilize its community advisory committee, and
that the plans engage in regular meetings with its stakeholder advisory committees.

X. Timing. For Medi-Cal only enrollees, the State will ensure that plans are able to serve
individuals, including specialty providers, within reasonable and specified timeframes
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for appointments, including expanded appointment times as needed to meet the
individuals’ particular needs.

131. Contract Requirements. Each of the elements noted above as essential to determine
plan readiness will be included in the State’s contracts with each of the plans in a manner that
ensures consistency of services, operations, participant rights and safeguards, quality and
access to services. In addition to these elements, the State will ensure that each plan contract
contains, for applicable populations. To the extent the plans already comply with any of the
following requirements, the state shall identify for CMS how they comply.

a. For Medi-Cal only and Partial Duals without Medicare Part A. Transition Services
and Care Coordination requirements to address discharge planning and transition
requirements to ensure that:

i. Discharge planning occurs with individuals, or their representatives, as
applicable, starting from the time individuals are admitted to a hospital or
institution; and

ii. Appropriate care, services and supports are in place in the community before
individuals leave the hospital or institution.

b. For Medi-Cal only and Partial Duals without Medicare Part B:

I.  Linkage expectations for linking beneficiaries to providers, for the purposes of
assigning members to providers and for ongoing care coordination and/or
disease management, using FFS claims data as a source of clinical data on CCI
enrollees. The provision and/or exchange of such data shall be done in
accordance with Federal and State privacy and security requirements.

ii.  Requirements for Person-Centered Planning/Consultation, including uniform
approach to be used by all plans as required in Plan Readiness Section.

iii.  Comprehensive health assessments for newly enrolled CCI Eligible
Beneficiaries into a plan.

c. For CCI Eligible Beneficiaries:

i.  Each plan shall be required to submit service encounter data, for individuals
enrolled, as determined by the State and as required by 42 CFR 438 and 1903 of
the Act as amended by the Affordable Care Act. The State will develop specific
data requirements and require contractual provisions to impose financial
penalties if accurate data are not submitted in a timely fashion within 90 days
after initial plan enrollment.

il.  The State must ensure that the notices to beneficiaries are standardized and meet
all Federal and State legal requirements.

iii.  Grievance and appeal procedures must comply with Medicaid statutory and
regulatory requirements per 42 CFR 438.400-424, Medi-Cal statutory and
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regulatory requirements and the Knox-Keene Act as applicable and as
referenced in Attachment H.

For IHSS, the County will comply with 42 CFR 431, Subpart E. For MSSP, the
MSSP Site will comply with 42 CFR 431,Subpart E.

iv.  CCI Eligible Beneficiaries will be substantially involved in plan advisory
groups and committees.

v.  Provisions outlining when out-of-network care will be provided.
vi.  Coordination of carved out services.

vii.  To the extent possible, plans should incorporate the existing LTSS providers as
health plans network providers. In the case of the IHSS program, plans shall
coordinate with the counties in the administration of the IHSS program. The
state shall provide support to traditional LTSS providers, in areas such as
information technology, billing, and systems operations, to assist them in
making the transition to MLTSS.

viii.  Contract Termination Protections for participants:

State contracts with health plans must include expectations around health plans
and provider phase-down when health plans or providers are terminating their
contract with, or having their contract terminated by, the State or the health
plans. These expectations must include the required amount of time for provider
and participant notification and rules around the prohibition of new enrollments
during the phase-down period.

132. Participant Rights and Safeguards.

a. Information. All information provided to enrollees, inclusive of and in addition to
educational materials, enrollment and disenrollment materials, benefit changes and
explanations and other communication, will fully comport with 42 CFR 438.10, and
be accessible and understandable to individuals enrolled or potentially enrolled in the
Demonstration.

b. Safeguards to Prevent Abuse, Neglect and Exploitation and Critical incident
management systems. The state shall have a system in place to identify, report, and
track critical incidents that occur within the delivery of MLTSS, as appropriate.

c. MLTSS shall continue to be provided in the same amount, duration, and scope while
a modification, reduction, or termination is on appeal in accordance with state
processes. The State will track the number of appeals of service authorization
reductions or expirations. The state will use then use this collected data to intervene
when appropriate.

d. All 1915(c) Waiver requirements and safeguards apply to the individuals receiving
MSSP Waiver services.

e. Prior to implementation, the state will conduct stakeholder engagement with non-
duals who will be impacted by MLTSS, and dual eligible that are not eligible for
MediConnect.

f. Independent Consumer Supports. To support the beneficiary’s experience receiving
medical assistance and long term services and supports in a managed care
environment, the State shall create and ensure a permanent system of consumer
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supports independent from the managed care plans to assist enrollees in
understanding the coverage model and in the resolution of problems regarding
services, coverage, access and rights.

i. Core Elements of the Independent Consumer Supports System:

1. Organizational Structure. The Independent Consumer Supports system
shall operate independently from any managed care plan. The
organizational structure of the supports system shall facilitate
transparent and collaborative operation with beneficiaries, and health
plans.

2. Accessibility. The services of the Independent Consumer Supports
system are available to all Medicaid beneficiaries receiving managed
long-term services and supports (institutional, residential and
community based).

3. The Independent Consumer Supports system must be accessible
through multiple entryways (e.g., phone, electronic mail) and must
reach out to beneficiaries and/or authorized representatives through
various means (e.g. mail, phone), as appropriate.

4. Functions. The Independent Consumer Supports system assists
beneficiaries to navigate and access covered health care services and
supports. The below list encompasses the system’s scope of activity.
The State shall have the flexibility to offer these consumer reports
through various venues.

a. The program shall offer beneficiaries support in the pre-
enrollment stage, such as unbiased health plan choice
counseling and general program-related information.

b. The program shall service as an access point for complaints
and concerns about health plan enrollment, access to services,
and other related matters.

c. The program shall help enrollees understand the fair hearing,
grievance, and appeal rights and processes within the health
plan and at the state level and assist them through the process if
needed/requested.

5. Staffing and Training. The State shall ensure the appropriate training is
provided to Consumer Support employees. In addition, the
Independent Consumer Supports system shall ensure that its services
are delivered in a culturally competent manner and are accessible to
individuals with limited English proficiency.

ii. Data Collection and Reporting. The Independent Consumer Supports system
shall track the volume and nature of beneficiary contacts and the resolution of
such contacts on a schedule and manner determined by the State, but no less
frequently than quarterly. This information will inform the State of any
provider or contractor issues and support the reporting requirements to CMS.

iii. Consumer Supports Assessment. The State shall report to CMS on the
assessment of the Cal MediConnect Independent Consumer Supports program
and incorporate efficient processes and lessons learned into the CCI Consumer
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Supports program.
iv. Independent Consumer Supports Plan. The State shall submit a plan to CMS
describing the structure and operation of the Independent Consumer Supports
system that aligns with the core elements provided in STC 133.f(i) within 90
days of approval of the CCI managed long term services and supports
program.
g. The State shall conduct trainings with plans as well as providers on community-based
resources and supports that can be linked with covered plan benefits.
h. CBAS Unbundled Services. The State will submit to CMS a corrective action plan
detailing how and when the state will begin submitting information on unbundled
CBAS services encounters, pursuant to STC 91-97.

133. Quality Oversight and Monitoring. In addition to all quality requirements set forth in
42 CFR 438, the state will ensure the following:

a. Encounter Data. The State shall require each plan to submit comprehensive encounter
data at least monthly, on all service utilization by impacted beneficiaries in the CCI
Eligible Beneficiary counties, in a manner that enables the State to assess performance by
Demonstration plan, by county, and Demonstration wide, and in a manner that permits
aggregation of data to assess trends and to facilitate targeted and broad based quality
improvement activities. The State shall share these trends and quality improvement
activities with CMS quarterly within 60 days of analysis. The State shall ensure
sufficient mechanisms and infrastructure in place for the collection, reporting, and
analysis of encounter data provided by the plans. The State shall have a process in place
to monitor that encounter data from each plan in the authorized CCI Eligible Beneficiary
counties is timely, complete, and accurate, and take appropriate action to identify and
correct deficiencies identified in the collection of encounter data. The State will develop
specific data requirements and require contractual provisions to impose financial
penalties if accurate data are not submitted in a timely fashion. The State will provide
summaries of this data in its regular meetings with CMS regarding the implementation of
the CCI Cal MediConnect and CCI Eligible Beneficiary program. Such data will be
submitted as required in Section 1903 of the Social Security Act as amended by the
Affordable Care Act.

b. Measurement Activities.

The State will submit a plan for developing and implementing additional HEDIS and QIP
measures specific to the CCI Eligible Beneficiary population. The plan must be
submitted by January 1, 2015 to CMS and must include the timelines for developing and
implementing such measures.

c. Stratification and Analysis by County and Plan. For all data collected from the plans
and COHS the State will be able to stratify information by Demonstration population,
plan, and county. The State must also ensure that the data is collected in a manner that
enables aggregation and reporting to ensure comprehensive plan oversight by the State of
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the plans by county.

134. Monitoring and Reporting. The state will collect data and information on the
Coordinated Care Initiative as described in Attachment V in order to monitor, measure and
report on this initiative.

135. Notice of Change in Implementation Timeline. The state must notify CMS of any
potential changes in the implementation and deliverables timelines as specified above.

136. Withholding Approval. At any time, CMS reserves the right to withhold approval of
contracts/contract amendment and/or Federal financial participation (FFP) if CMS
determined that implementation timelines are not being met. Any available statutory or
regulatory appeal procedures will apply.

IX. OTHER ADMINISTRATIVE REQUIREMENTS

137. Medicaid Management Information System (MMIS). In accordance with Title 1
(Administrative Simplification) provisions of the Health Insurance Portability and
Accountability Act (HIPAA) of 1996, the State must adopt the American Standards
Committee X12 Group Version 5010 standard electronic transaction format and the
International Classification of Diseases, 10th Revision (ICD-10) standard electronic code set
by January 1, 2012 and October 1, 2013, respectively as a condition of the State continuing
to receive 90% and 75% Federal financial participation for the design, development,
implementation, and operations of the State’s new Medicaid Management Information
System (MMIS). FFP for the State’s MMIS may be at risk if these standards are not
implemented by the HIPAA-mandated compliance date.

138. National Correct Coding Initiative (NCCI). In accordance with Section 6507 of the
2010 Affordable Care Act - Mandatory State Use of National Correct Coding Initiative
(NCCI), the State must incorporate all five CMS-defined NCCI methodologies into its
existing and new Medicaid Management Information System (MMIS) and edit claims against
these five NCCI methodologies for claims filed on or after October 1, 2010. The State must
submit an Advanced Planning Document no later than March 1, 2011, to CMS for review
and approval in order to effectively deactivate any NCCI edits after March 31, 2011. The
State will not have the flexibility to deactivate any NCCI edits after March 31, 2011 due to
lack of operational readiness.

X. GENERAL FINANCIAL REQUIREMENTS UNDER TITLE XIX

139. Quarterly Reports. The State will provide quarterly expenditure reports using the form
CMS-64 to report total expenditures for services provided under the Medicaid program, and
to separately identify expenditures provided through the California’s Bridge to Reform
Demonstration under section 1115 authority which are subject to budget neutrality. This
project is approved for expenditures applicable to services rendered during the
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Demonstration period. The CMS will provide FFP for allowable Demonstration
expenditures only as long as they do not exceed the pre-defined limits on the costs incurred
as specified in Section XI (Monitoring Budget Neutrality).

140. Reporting Expenditures under the Demonstration. In order to track expenditures
under this Demonstration, California will report Demonstration expenditures through the
Medicaid and Children's Health Insurance Program Budget and Expenditure System
(MBES/CBEYS), following routine CMS-64 reporting instructions outlined in section 2500 of
the State Medicaid Manual (SMM).

a. All Demonstration expenditures claimed under the authority of Title XIX of the Act must

be reported each quarter on separate s CMS-64.9 Waiver and/or 64.9P Waiver, identified
by the Demonstration project number assigned by CMS (including the project number
extension, which indicates the Demonstration year in which services were rendered or for
which capitation payments were made). For monitoring purposes, costs settlements must
be recorded on Line 10.b., in lieu of Lines 9 or 10.c. For any other costs settlements (i.e.,
those not attributable to this Demonstration), the adjustments should be reported on Lines
9 and 10.c., as instructed in the SMM. The term "expenditures subject to the budget
neutrality cap,” is defined in paragraph 105.

For each Demonstration year, fifty two (52) separate Forms CMS-64.9 Waiver and/or
64.9P Waiver must be completed to report expenditures for the following Demonstration
expenditures. The eligibility groups (EGs) that are used for calculation of the budget
neutrality limit described in STC 148 and the specific waiver names to be used to identify

these separate Forms CMS-64.9 Waiver and/or 64.9P Waiver are described below.

Eligibility Group (EG)

Demonstration
Expenditures

CMS 64 Waiver Form

Family — COHS

Family & Children — Pre-
2013 expansion COHS
counties, excludes those
enrolled in MLTSS in CCI
counties (starting no sooner
than July 2014/DY 10)

Families COHS

Family & Children — 2013
managed care expansion

Exp Family COHS

excludes those enrolled in
MLTSS in CCI counties
(starting no sooner than July
2014/DY 10)

COHS counties
Family — TPM/GMC Family & Children — Pre- Families TPM/GMC
2013 TPM/GMC counties,
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Eligibility Group (EG)

Demonstration
Expenditures

CMS 64 Waiver Form

Family & Children — 2013
managed care expansion non-
COHS counties (including
San Benito and Imperial
counties)

Family TPM/GMC - Exp

SPD — COHS

Existing Seniors & People
with Disabilities — Pre-2013
COHS counties. Starting DY
9 July 2013, includes partial
dual eligibles without
Medicare Part A or B),
excludes those enrolled in
MLTSS in CCI counties

SPD COHS

Seniors and Persons with
Disabilities — 2013 managed
care expansion COHS
counties (except for those in
PACE in Humboldt county
starting in DY 9)

SPD COHS - Exp

Seniors and Persons with
Disabilities enrolled in PACE
in Humboldt county, includes
partial dual eligibles without
Medicare Part A or B)

SPD COHS — Humboldt
PACE

SPD - TPM/GMC

Existing Seniors & People
with Disabilities — Pre-2013
expansion TPM/GMC
counties. Starting DY 9/ July
2013 includes partial dual
eligibles without Medicare
Part A or B; excludes those
enrolled in MLTSS in CCI
counties.

SPD TPM/GMC

Special Populations — SPDs
in pre-2013 expansion
counties mandatorily enrolled
starting 2011. Starting DY 9/
July 2013 includes partial
dual eligibles without
Medicare Part A or B;
excludes those enrolled in
MLTSS in CCI counties

Special Pops — SPDs
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Eligibility Group (EG)

Demonstration
Expenditures

CMS 64 Waiver Form

Seniors and Persons with
Disabilities — 2013 managed
care expansion non-COHS
counties (including San
Benito and Imperial counties)

SPD TPM/GMC - Exp

Duals - COHS

Beneficiaries with Medicare
Part A and B— Pre-2013
expansion COHS counties,
excluding CCI counties

Existing Duals - COHS

Beneficiaries with Medicare
Part A and B-2013 managed
care expansion counties,
excluding CCI counties and
beneficiaries enrolled in
PACE in Humboldt county

Expansion Duals - COHS

Beneficiaries with Medicare
Part A and B who are
enrolled in PACE in
Humboldt county

Expansion Duals - Humboldt
PACE

Duals - TPM/GMC

Beneficiaries with Medicare
Part A and B— Pre-2013
TPM/ GMC counties,
excluding CCI counties

Existing Duals - TPM/GMC

Beneficiaries with Medicare
Part A and B-2013 managed
care expansion non-COHS
counties (including San
Benito and Imperial counties)

Expansion Duals -
TPM/GMC

Cal-Medi-Connect - COHS

Beneficiaries with Medicare

Part A and B enrolled in Cal-
Medi-Connect in COHS CCI
counties

Cal-Medi-Connect - COHS

MLTSS Duals - COHS

Beneficiaries with Medicare
Part A and B in COHS CCI
counties not enrolled in Cal-
Medi-Connect receiving
MLTSS services

MLTSS Duals - COHS

MLTSS Family — COHS

Family & Children receiving
MLTSS in COHS CCI
counties

MLTSS Family - COHS
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Eligibility Group (EG)

Demonstration
Expenditures

CMS 64 Waiver Form

MLTSS SPDs - COHS

Seniors & People with
Disabilities receiving
MLTSS in COHS CCI
counties

MLTSS SPDs - COHS

Cal-Medi-Connect -
TPM/GMC

Beneficiaries with Medicare
Part A and B enrolled in Cal-
Medi-Connect in TPM/GMC
CCI counties

Cal-Medi-Connect -
TPM/GMC

MLTSS Duals - TPM/GMC

Beneficiaries with Medicare
Part A and B in TPM/GMC
CCI counties not enrolled in
Medi-Connect receiving
MLTSS services

MLTSS Duals - TPM/GMC

MLTSS Family —
TPM/GMC

Family & Children receiving
MLTSS in TPM/GMC CCI
counties

MLTSS Family - TPM/GMC

MLTSS SPDs — TPM/GMC

Seniors & People with
Disabilities receiving
MLTSS in TPM/GMC CCI
counties

MLTSS SPDs - TPM/GMC

CCS - State Plan Special
Needs Child

Special Populations Special
Needs Children

Special Pops — Child

California Children Services

CCS — State Plan

ECM

Enhanced Case Management

ECM

CBAS

Community Based Adult
Services

CBAS

New Adult Group

New adult group (section
1902(a)(10)(A)()(V 1) of
the Act)

New Adult Group

MCE Low Income Health Program/ | MCE
Medicaid Expansion

SNCP - Coverage Initiative | Low Income Health Program | SNCP - HCCI
/ Health Care Coverage
Initiative

SNCP - Uncompensated Safety Net Care Pool — SNCP-Hosp

Care

Hospital Services

Safety Net Care Pool — Non-
Hospital Services

SNCP — Non-Hosp

SNCP - Investment/
Incentive Pool

Delivery System Reform
Incentive Pool -
Infrastructure Development

DSRIP - Cat 1
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Eligibility Group (EG)

Demonstration
Expenditures

CMS 64 Waiver Form

Delivery System Reform
Incentive Pool - Innovation
& Redesign

DSRIP — Cat 2

Delivery System Reform
Incentive Pool — Population —
focused Improvement

DSRIP — Cat 3

Delivery System Reform
Incentive Pool — Urgent
Improvement in Care

DSRIP — Cat 4

SNCP - HIV Transition
Incentive Program

Delivery System Reform
Incentive Pool — HIV
Transition, Improvements in
Infrastructure and Program
Design

DSRIP — Cat 5A

Delivery System Reform
Incentive Pool — HIV
Transition, Improvements in
Clinical and Operational
Outcomes

DSRIP — Cat 5B

SNCP - IHS Uncompensated
Care

Uncompensated care
payments to IHS and 638
Facilities (IHS)

UC - IHS

SNCP — DSHP

California Children Services
- Designated State Health
Program

CCS - DSHP

Genetically Handicapped
Persons Program -
Designated State Health
Program

GHPP — DSHP

Medically Indigent Adult
Long Term Care - Designated
State Health Program

MIALTC — DSHP

Breast & Cervical Cancer BCCTP — DSHP
Treatment Program -

Designated State Health

Program

AIDS Drug Assistance ADAP- DSHP

Program - Designated State
Health Program
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Eligibility Group (EG) Demonstration CMS 64 Waiver Form
Expenditures

SNCP - DSHP (continued) Workforce Development Work — DSHP
Programs - Designated State
Health Program

County Mental Health CMHS — DSHP
Services

Every Woman Counts EWC — DSHP
IMProving, Counseling & IMP — DSHP
Treatment

Expanded Access to Primary | EAPC- DSHP
Care - Designated State
Health Program

Department of DDS - DSHP
Developmental Services -
Designated State Health
Program

Public Hospital Payments, Designated Government- D. Govt. Hosp
Mental Health Supplements* | Operated Hospital Payments

Private and Non-Designated | Private and Non-Designated | P/ND Govt. Hosp
Government-Operated Government-Operated
Hospital Payments* Hospital Payments

* Note: These expenditures are excluded from the demonstration’s budget neutrality cap, as
described below.

c. For each Demonstration year, a separate Forms CMS-64.21U Waiver and/or 64.21UP
Waiver must be completed to report expenditures for the following Demonstration
expenditures. The specific waiver names to be used to identify these separate Forms
CMS-64.21U Waiver and/or 64.21UP Waiver appear in brackets below:

i. MCHIP: The CMS 64.21-Waiver form must be completed to report
expenditures for the Medicaid expansion demonstration population. [MCHIP]

141. Expenditures Subject to the Budget Neutrality Cap. For purposes of this section, the
term “expenditures subject to the budget neutrality cap” must include all expenditures,
identified in paragraph 130, except for hospital payments to Designated Government-
Operated and Private/ Non-Designated Government-Operated Hospitals, as noted on the
table in STC 130(b). All expenditures that are subject to the budget neutrality cap are
considered Demonstration expenditures and must be reported on Forms CMS-64.9 Waiver
and/or 64.9P Waiver, and CMS 64.21 Waiver and/or 64.21P Waiver .

142. Administrative Costs. Administrative costs will not be included in the budget neutrality
limit, but the State must separately track and report additional administrative costs that are
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directly attributable to the Demonstration on Forms 64.10 Waiver and/or 64.10P Waiver. For
each Demonstration year, 3 separate Forms CMS-64.10 Waiver and/or 64.10P Waiver must
be completed to track, report, and identify administrative costs directly attributable to the
Demonstration and those that are attributable to the Medicaid Coverage Expansion (MCE)
and Health Care Coverage Initiative (HCCI) for each Low Income Health Program (LIHP)
under the Demonstration. The specific waiver names to be used to identify these separate
Forms CMS-64.10 Waiver and/or 64.910 Waiver appear in brackets below:

a. Administrative Costs - General [Non-LIHP Admin.];

b. Administrative Costs — Health Care Coverage Initiative [HCCI Admin.];

c. Administrative Costs - Medicaid Coverage Expansion [MCE Admin]

143. Administrative Costs Associated with Low Income Health Program. For these costs,
the State must distinguish between direct services provided under the LIHP (MCE and
HCCI) and administrative activities to ensure there is no duplicate claiming for the LIHP
program.

144.  Claiming Period. All claims for expenditures subject to the budget neutrality cap
(including any cost settlements) must be made within 2 years after the calendar quarter in
which the State made the expenditures. All claims for services during the Demonstration
period must be made within 2 years after the conclusion or termination of the Demonstration.
During the latter 2 year period, the State must continue to identify separately net
expenditures related to dates of service during the operation of the Demonstration on the
CMS-64 waiver forms in order to properly account for these expenditures in determining
budget neutrality.

145. Standard Medicaid Funding Process. The standard Medicaid funding process must be
used during the Demonstration. California must estimate matchable Medicaid expenditures
(total computable and Federal share) subject to the budget neutrality cap and separately
report these expenditures by quarter for each Federal fiscal year on Form CMS-37 for both
the Medical Assistance Payments (MAP) and State and Local Administration Costs (ADM).
CMS shall make Federal funds available based upon the State’s estimate, as approved by
CMS. Within 30 days after the end of each quarter, the State must submit the appropriate
Form CMS-64 quarterly Medicaid expenditure report, showing Medicaid expenditures made
in the quarter just ended. CMS will reconcile expenditures reported on the Form CMS-64
with Federal funding previously made available to the State, and include the reconciling
adjustment in the finalization of the grant award to the State.

146. Extent of Federal Financial Participation for the Demonstration. Subject to CMS
approval of the source(s) of the non-Federal share of funding and in accordance with
paragraphs 37 entitled Certified Public Expenditures and paragraph 50 entitled Federal
Financial Participation for the Health Care Coverage Initiative, CMS will provide FFP at the
applicable Federal reimbursement rate as outlined below, subject to the limits described in
Section XI:
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a. Administrative costs, including those associated with the administration of the
California’s Bridge to Reform Demonstration.

b. Net medical assistance payments/expenditures and prior period adjustments paid in
accordance with the approved State Plan.

c. Net Safety Net Care Pool expenditures during the operation of this Demonstration.
d. Expenditures associated with MCE subject to paragraph 39.a.v.

e. Expenditures associated with the provision of the CBAS and ECM service to SPDs and
dual eligibles.
f.  Uncompensated care payments to IHS and 638 Facilities.

147.  Sources of Non-Federal Share. The State certifies that State and local monies are used
as matching funds for the Demonstration. The State further certifies that such funds shall not
be used as matching funds for any other Federal grant or contract, except as permitted by
law. All sources of the non-Federal share of funding must be compliant with section
1903(w) of the Act and any applicable regulations. Further, these sources and distribution of
monies involving Federal match are subject to CMS approval. Upon review of the sources of
the non-Federal share of funding and distribution methodologies, any sources deemed
unacceptable by CMS shall be addressed within the time frames set by CMS. Any
amendments that impact the financial status of the program shall require the State to provide
information to CMS regarding all sources of the non-Federal share of funding.

148. Monitoring the Demonstration. The State will provide CMS with information to
effectively monitor the Demonstration, upon request, in a reasonable time frame.

149. Cost-Claiming. All costs will be claimed in accordance with OMB Circular A-87 as
defined within Attachment F, and any other cost claiming methodologies or protocols
approved by CMS under this Demonstration.

XI.  GENERAL FINANCIAL REQUIREMENTS UNDER TITLE XXI

150. Quarterly Expenditure Reports. The State must report State Plan and Demonstration
expenditures using the Medicaid and Children’s Health Insurance Program Budget and
Expenditure System (MBES/CBES), following the routine CMS MBES system instructions.
The State shall report on separate forms, CMS-64.21U Waiver and/or CMS-64.21UP
Waiver, for Title XXI Demonstration expenditures for Medicaid Expansion children eligible
for title XXI funding. This project is approved for expenditures applicable to services
rendered during the Demonstration period. CMS will provide FFP only for allowable
Demonstration expenditures that do not exceed the State’s available title XXI funding.

151. Reporting Expenditures Under the Demonstration. In order to track title XXI
expenditures under this Demonstration, the State will report Demonstration expenditures
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through the MBES/CBES, following routine CMS MBES system instructions. The State will
report Title XXI Demonstration expenditures on separate Forms CMS-64.21U Waiver and
CMS-64.21UP Waiver, identified by the Demonstration project number assigned by CMS
(including project number extension, which indicates the demonstration year in which
services were rendered or for which capitation payments were made). Once the appropriate
waiver form is selected for reporting expenditures, the State must identify the program code
and coverage.

a. The State must submit all claims for expenditures related to the Demonstration
(including any cost settlements) within 2 years after the calendar quarter in which
the State made the expenditures. Furthermore, the State must submit all claims for
services during the Demonstration period (including cost settlements) within 2
years after the conclusion or termination of the Demonstration. During the 2-year
period, the State must continue to identify separately, on the Form CMS-64, 21,
net expenditures related to dates of service during the operation of the
Demonstration.

b. The State will use standard MCHIP funding process during the Demonstration.
The State must estimate matchable MCHIP expenditures on the quarterly Form
CMS-37. On a separate CMS-37, the State shall provide updated estimates of
expenditures for the Medicaid Expansion Demonstration population. CMS will
make Federal funds available based upon the State’s estimate, as approved by
CMS. Within 30 days after the end of each quarter, the State must submit the
Form CMS-64.21 quarterly CHIP expenditure report. CMS will reconcile
expenditures reported on the Form CMS-64.21 with Federal funding previously
made available to the State, and include the reconciling adjustment in the
finalization of the grant award to the State.

c. The State will certify State/local monies used as matching funds for the
Demonstration and will further certify that such funds will not be used as
matching funds for any other Federal grant or contract, except as permitted by
Federal law.

152. Limitations on Title XXI Funding. The State will be subject to a limit on the amount of
Federal title XXI funding that the State may receive on Demonstration expenditures during
the Demonstration period. Federal title XXI funding available for Demonstration
expenditures is limited to the State’s available allotment, including currently available
reallocated funds. Should the State expend its available title XXI Federal funds for the
claiming period, no further enhanced Federal matching funds will be available for costs of
the approved title XXI separate child health program or Demonstration until the next
allotment becomes available.

a. Total Federal title XXI funds for the State’s CHIP program (i.e., the approved title
XXI State plan and this Demonstration) are restricted to the State’s available
allotment and reallocated funds. Title XXI funds (i.e., the allotment or reallocated
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funds) must first be used to fully fund costs associated with the State plan
population. Demonstration expenditures are limited to remaining funds.

b. Total expenditures for outreach and other reasonable costs to administer the title
XXI State plan and the Demonstration that are applied against the State’s title
XXI allotment may not exceed 10 percent of total title XXI expenditures.

153.  Premium contributions under the Demonstration shall be reported to CMS on Form
CMS-21 Waiver, Line 29, in order to assure that the Demonstration is properly credited with
premium collections.

154. If the state exhausts the available title XXI Federal funds in a Federal fiscal year during
the period of the demonstration, the State must continue to provide coverage to the approved
title XXI State plan separate child health program population and the demonstration
population with State funds.

Xl.  MONITORING BUDGET NEUTRALITY FOR THE DEMONSTRATION

155.  Budget Neutrality Effective Date. All STCs, waivers, and expenditure authorities
relating to budget neutrality shall be effective beginning November 1, 2010.
Notwithstanding this effective date, expenditures made by California during the temporary
extension period of September 1, 2010 through October 31, 2010 must be applied against
Demonstration Year 6 (DY 6) expenditures.

156. Limit on Title XIX Funding. California will be subject to a limit on the amount of
Federal title X1X funding that California may receive on selected Medicaid expenditures
during the period of approval of the Demonstration. The selected Medicaid expenditures
consist of the expenditures for the range of services included in the managed care contracts
and used to develop the without waiver per member per month limits under the
Demonstration. The limit will consist of two parts, and is determined by using a per capita
cost method combined with an aggregate amount based on the aggregate annual diverted
upper payment limit determined for designated public hospitals in California. Spending under
the budget neutrality limit is authorized for managed care population expenditures for the
following groups — family and children, SPD, and CCS, public hospital expenditures and for
spending under the SNCP, and for the CBAS/ECM services to SPDs and dual eligibles.
Spending under the SNCP is for uncompensated care, DSHP, HCCI and DSRIP. Attachment
C lists the designated public hospitals. Budget neutrality expenditure targets are calculated
on an annual basis with a cumulative budget neutrality expenditure limit for the length of the
entire Demonstration. Actual expenditures subject to the budget neutrality expenditure limit
must be reported by California using the procedures described in the section for Monitoring
Budget Neutrality. The data supplied by the State to CMS to calculate the annual limits is
subject to review and audit, and if found to be inaccurate, will result in a modified budget
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neutrality expenditure limit. CMS’ assessment of the State’s compliance with these annual
limits will be done using the Schedule C report from the MBES/CBES system.

157. Risk. California will be at risk for the per capita cost for Demonstration enrollees
(Medicaid State plan or hypothetical populations) under this budget neutrality agreement, but
not for the number of Demonstration enrollees in each of the groups. By providing FFP for
all Demonstration enrollees, California will not be at risk for changing economic conditions
which impact enrollment levels. However, by placing California at risk for the per capita
costs for Demonstration enrollees, CMS assures that the Federal Demonstration expenditures
do not exceed the level of expenditures that would have occurred had there been no
Demonstration.

158. Budget Neutrality Annual Expenditure Limit. For each DY, two annual limits are
calculated.

a. Limit A. For each year of the budget neutrality agreement an annual budget neutrality
expenditure limit is calculated for each eligibility group (EG) described as follows:

An annual EG estimate must be calculated as a product of the number of eligible
member months reported by the State under section entitled General Reporting
Requirements for each EG, including the hypothetical population, times the
appropriate estimated per member per month (PMPM) costs from the table in
subparagraph (iii) below;

ii. Starting in SFY 2011, actual expenditures for the MCE EG will be included in the

expenditure limit for the California. The amount of actual expenditures to be
included will be the actual MCE per member per month cost experience for DY 6-
10;

Starting in the fourth quarter of SFY 2012 (March-June), and continuing through
August 31, 2014, actual expenditures for the CBAS and ECM benefit will be included
in the expenditure limit for the demonstration project. The amount of actual
expenditures to be included will be the actual cost of providing the CBAS and ECM
services (whether provided through managed care or fee-for-service) to the SPD
Medicaid-only population and to dual eligibles;

The PMPMs for each EG used to calculate the annual budget neutrality expenditure
limit for this Demonstration is specified below.
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Eligibility | Trend | DY 6 DY 7 DY 8 DY 9 DY 10 PMPM
Group Rate | PMPM | PMPM | PMPM PMPM
(EG)!

State Plan Groups

Families- | 5.30% | $171.68 | $180.78 | $190.36 $199.61 $206.82
COHS

Families— | 5.3% | $150.40 | $158.37 | $166.76 $177.02 $182.66
TPM/GMC

SPD — 7.4% | $1,069.73 | $1,148.89 | $1,233.91 $1,660.90 $1,750.03
COHS

SPDs — 7.4% | $730.43 | $784.48 | $842.53 $801.95 $864.53
TPM/GMC
and Special
Populations
SPDs

CCS - State | 3.28% | $1,390.66 | $1,436.27 | $1,483.38 $1,532.04 $1,582.29
Plan Special
Needs Child

Duals - 2.47% n/a n/a n/a $428.67 $439.25
COHS

Duals - 3.28% n/a n/a n/a $114.23 $117.97
TPM/GMC

Cal-Medi- | 1.61% n/a n/a n/a $642.42 $652.77
Connect -
COHS

MLTSS 1.61% n/a n/a n/a $642.42 $652.77
Duals -
COHS

MLTSS 5.30% n/a nla n/a $202.99 $213.75
Family —
COHS

MLTSS 7.40% n/a n/a n/a $1,892.75 $2,032.81
SPDs -
COHS

Cal-Medi- | 3.40% n/a n/a n/a $724.71 $749.35
Connect
TPM/GMC

MLTSS 3.40% n/a n/a n/a $724.71 $749.35
Duals —
TPM/GMC
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Eligibility | Trend DY 6 DY 7 DY 8 DY 9 DY 10 PMPM
Group Rate PMPM PMPM PMPM PMPM
(EG)!
State Plan Groups
MLTSS 5.30% n/a n/a n/a $178.35 $187.81
Family —
TPM/GMC
MLTSS 7.40% n/a n/a n/a $978.60 $1,051.02
SPDs —
TPM/GMC
Hypothetical Populations?
MCE 5.00% | $300.00 | $315.00 | $330.75 $347.29 $0
CBAS 3.16% $916.60 | $945.57 $975.45 $1,006.27
ECM $10.00 $10.00 $10.00 $10.00

Key: TPM = Two Plan Model counties, GMC = Geographic Managed Care counties

1 The applicable reporting forms for expenditures in each eligibility group are described in
STC 140.

2 These PMPMs are the trended baseline costs used for purposes of calculating the impact of
the hypothetical populations on the overall expenditure limit. As described in paragraph
(a)(ii) and (a)(iii) above, the actual expenditures for these hypothetical populations are
included in the budget neutrality limit.

b. Limit B. The amount of the designated public hospital spending as determined in the
chart below. Current State plan reimbursement is actual incurred cost as defined in the
State plan. The State is prohibited from changing the reimbursement methodology or
amounts of supplemental payments approved in the Medicaid State plan on November 1,
2010 that result in higher overall reimbursement without recalculating the Upper
Payment Limit (UPL) for the period of the new or modified payments and adjusting the
UPL diversion if necessary.

Total Computable IP Unspent Public Hospital
Amounts
DY 6 $396,364,787
DY 7 $443,813,467
DY 8 $518,660,641
DY 9 $675,984,270
DY 10 $863,054,068
5 Year Total $2,897,877,233
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i. The annual budget neutrality expenditure limit for the Demonstration as a whole is
the sum of limit A and limit B. The overall budget neutrality expenditure limit for the
Demonstration is the sum of the annual budget neutrality expenditure limits. The
Federal share of the overall budget neutrality expenditure limit represents the
maximum amount of FFP that California can receive for expenditures on behalf of
Demonstration populations as well as Demonstration expenditures under the Safety
Net Care Pool described in paragraph 39.

ii. California must present to CMS for approval MCO contract modifications to include
an increase in PMPM amounts due to adjustments associated with the inpatient
hospital provider tax. The with waiver and without waiver budget neutrality PMPM
limits will be adjusted for each EG with an affected rate due to requirements in the
Affordable Care Act based on the increases in contracts, if necessary.

iii. For purposes of determining the UPL, the FFS increased Medi-Cal utilization of the
newly eligible beneficiaries beginning in 2014 has been included. Expenditures for
these beneficiaries starting in FY2014 will receive increased FMAP. However for
any expenditures under the SNCP that are funded by the portion of the UPL gap
associated with their FFS utilization, the State’s regular FMAP applies.

159. 1115A Duals Demo Savings. When California’s section 1115(a) demonstration is
considered for an amendment, renewal, and at the end of the duals demonstration, CMS’
Office of the Actuary (OACT) will estimate and certify actual title XIX savings to date under
the duals demonstration attributable to populations and services provided under the 1115(a)
demonstration. This amount will be subtracted from the 1115(a) budget neutrality savings
approved for the renewal.

Specifically, OACT will estimate and certify actual title X1X savings attributable to
populations and services provided under the 1115(a) demonstration following the
methodology below.

The actual title XIX savings attributable to populations and services provided under the
1115(a) demonstration are equal to the savings percentage specified in the 1115A duals
demonstration MOU multiplied by the 1115A demonstration capitation rate and the number
of 1115A duals demonstration beneficiaries enrolled in the 1115(a) demonstration. 1115A
Demonstration capitation rate is reviewed by CMS’s Medicare and Medicaid Coordination
Office (MPLAN), MPLAN’s contracted actuaries and CMS’ Office of the Actuary (OACT),
and was certified by the state’s actuaries. Per the 1115A duals demonstration MOU, the
actual Medicaid rate paid for beneficiaries enrolled in the 1115A demonstration is equivalent
to the state’s 1115A Medicaid capitation rate minus an established savings percentage (as
outlined in the chart below). The state must track the number of member months for every
Medicare-Medicaid enrollee (MME) who participates in both the 1115(a) and 1115A
demonstration.
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The table below provides an illustrative example of how the savings attributable to
populations and services provided under the 1115(a) demonstration is calculated

A. B. C. D. Savings | E. Member F. Amount
1115A Medicaid Medicaid | Per Month | Months of subtracted
Demonstration | Capitation Savings (B*C) MMEs who from 1115(a)
Year Rate Percentage participated | BN savings/
(hypothetical) | Applied in 1115A and | margin
Per MOU 1115(a) (D*E)
(average) Demos
(estimated)

DY 1 $1,000 PMPM | 1% $10 PMPM | 1,000 1,000* $10
PMPM =
$10,000

DY 2 $1,000 PMPM | 2% $20 PMPM | 1,000 1,000 * $20
PMPM =
$20,000

DY 3 $1,000 PMPM | 4% $40 PMPM | 1,000 1,000 * 40
PMPM =
$40,000

In each quarterly report, the state must provide the information in the above-named chart
(replacing estimated figures with actual data). Should rates differ by geographic area and/or
rating category within the 1115A demonstration, this table should be done for each geographic
area and/or rating category. In addition, the state must show the “amount subtracted from the
1115(a) BN savings” in the updated budget neutrality Excel worksheets that are submitted in
each quarterly report.

Finally, in each quarterly CMS-64 submission and in each quarterly report, the state must
indicate in the notes section: “For purposes of 1115(a) demonstration budget neutrality reporting
purposes, the state reports the following information:
e Number of Medicare-Medicaid enrollees served under the 1115 duals demonstration =
[Insert number]
e Number of member months = [Insert number]
PMPM savings per dual beneficiary enrolled from the 1115A duals demonstration =
[Insert number]
The State must make the necessary retroactive adjustments to the budget neutrality worksheets to
reflect modifications to the rates paid in the 1115A demonstration. This must include any
Medicaid payment triggered by the risk corridor, IGTs, or other retroactive adjustments. The
State must add additional columns to the chart above in subsequent quarterly reporting to reflect
those adjustments.

160.

Monitoring of New Adult Group Spending and Opportunity to Adjust Projections.

For each DY, a separate annual budget limit for the new adult group will be calculated as the
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product of the trended monthly per person cost times the actual number of eligible/member
months as reported to CMS by the State under the guidelines set forth in STC 140. The trend
rates and per capita cost estimates for the new adult group are listed in the table below.

MEG TREND | DY 9-PMPM DY 10—
PMPM

New Adult - | 4.1% $899.62 $936.50

COHS

New Adult- | 4.1% $627.52 $653.25

TPM/ GMC

a. If the State’s experience of the take up rate for the new adult group and other factors that
affect the costs of this population indicates that the new adult group PMPM limit
described above may underestimate the actual costs of medical assistance for the new
adult group, the State has the opportunity to submit an adjustment to the PMPM limit,
along with detailed expenditure data to justify this, for CMS review without submitting
an amendment pursuant to STC 7. In order to ensure timely adjustments to the PMPM
limit for a demonstration year, the revised projection must be submitted to CMS by no
later than 11 months into the demonstration year for which the adjustment would take
effect. Additional adjustments to the PMPM limit may be made pursuant to the process
outlined in (d) below.

b. The budget limit for the new adult group is calculated by taking the PMPM cost
projection for the above group in each DY, times the number of eligible member months
for that group and DY, and adding the products together across DYs. The federal share
of the budget neutrality cap is obtained by multiplying total computable budget neutrality
cap by the federal share.

c. The State will not be allowed to obtain budget neutrality “savings” from this population.
Excess spending for the new adult group does not count against the budget neutrality
limit defined in STC 158.

d. If total FFP reported by the state for the new adult group should exceed the federal share
of FFP for the budget limit for the new adult group by more than 3 percent following
each demonstration year, the state will submit plan to CMS for further modifying the
PMPM limit as appropriate to ensure it is consistent with actual PMPM expenditures for
the new adult group. The plan must identify the cause of the discrepancy between the
state’s initial estimates and actual costs and must describe a timeline for revising the
state’s projections.

161. Composite Federal Share Ratios. The Federal share of the budget neutrality
expenditure limit is calculated by multiplying the limit times the Composite Federal Share
Ratio. The Composite Federal Share Ratio is the ratio calculated by dividing the sum total of
FFP received by California on actual Demonstration expenditures during the approval period,
as reported through MBES/CBES and summarized on Schedule C with consideration of
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additional allowable Demonstration offsets such as, but not limited to premium collections
and pharmacy rebates, by total computable Demonstration expenditures for the same period
as reported on the same forms.

162. Deficit Spending. California will be allowed to make expenditures in DY 6 and 7 under
the authority of the SNCP consistent with the limits described in paragraph 158 for each of
the four categories of SNCP spending notwithstanding budget neutrality limits determined
for each of those years. SNCP spending in DY 8-10 are subject to the limitations in
paragraph 158.

163. Enforcement of Budget Neutrality. CMS shall enforce the budget neutrality agreement
over the life of the Demonstration as adjusted November 1, 2010, rather than on an annual
basis. However, expenditure authorities in the Safety Net Care pool will be reduced in DY 8
through 10 if California is unable to achieve savings associated with the State plan EG
included in the Demonstration as described below:

a. By July 15, 2012 California must submit to CMS an analysis of enrollment in the
Families, Existing SPD, and Mandatory SPD EGs and per member per month
expenditures. If total expenditures exceed final expenditure projections for the 12
months of DY 7 as determined in the final budget neutrality projections in Attachment K
by more than 10% for the period ending June 30, 2012, SNCP authority for expenditures
DSHP or DSRIP will be reduced by $350 million dollars (Total Computable) in DY 8
(July 1, 2012 - June 30, 2013) with respect to the categories described in paragraph b.ii.,
and b.iii.

b. By January 15, 2013 California must submit to CMS an analysis of enrollment in the
Families, Existing SPD, and Mandatory SPD EGs and per member per month
expenditures. If total expenditures for the first 6 months of DY 8 exceed final
expenditure projections as determined in the final budget neutrality projections in
Attachment K by more than 10% for the period ending December 31, 2012, SNCP
authority for expenditures for DSHP or DSRIP will be reduced by $350 million dollars
(Total Computable) in DY 9 (July 1, 2013 - June 30, 2014) with respect to the categories
described below in paragraph b.ii., and b. iii.

i. California must provide a savings analysis associated with State plan EGs by July
31, 2012. If in the aggregate after analyzing each State plan EG, the aggregate
PMPM savings falls below projections by more than 10 % as measured by actual
expenditures through July 1, 2012, CA must submit a corrective action plan by
November 1, 2012 reducing expenditures in the SNCP for DY 9 (July 1, 2013 -
June 30, 2014) and DY 10 (July 1, 2014 - October 31, 2015) to ensure budget
neutrality by the end of the Demonstration. The corrective action plan must reduce
spending in the SNCP with reductions in categorical spending in the programs
described below and should include any reductions in SNCP spending associated
with clauses a and b above.

ii. Designated State Health Programs (DSHP)
iii. Delivery System Reform Incentive Pool (DSRIP)
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c. If California must submit a corrective action plan, CMS will monitor budget savings on
July 1, 2013, January 1, 2014, July 1, 2014 and January 1, 2015 to ensure that the
Demonstration will be budget neutral by the end of DY 10. If the Demonstration
spending as amended by the corrective action plan is not projected to be budget neutral,
CA must further limit SNCP spending in DY 9 and DY 10 by August 1, 2013 and August
1, 2014

d. If actual enrollment and expenditures for EG in DY 8 or 9 produces savings that
demonstrate that California is within 5% of their projected budget neutrality savings,
California may submit an amendment seeking to restore SNCP spending authority as long
as the amendment demonstrates that the State will be budget neutral by the end of DY 10.

164. Restoring SNCP Spending Authority. If actual enrollment and expenditures for EG in
DY 8 or 9 produces savings that demonstrate that California is within 5% of their projected
budget neutrality savings, California may submit an amendment seeking to restore SNCP
spending authority as long as the amendment demonstrates that the State will be budget
neutral by the end of DY 10.

165. Exceeding Budget Neutrality. If the budget neutrality expenditure limit defined in STC
158 has been exceeded at the end of the Demonstration period, the excess Federal funds must
be returned to CMS using the methodology outlined in paragraph 161, composite Federal
share ratio. If the Demonstration is terminated prior to the end of the budget neutrality
agreement, the budget neutrality test shall be based on the time elapsed through the
termination date.
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Attachment A — Reserved For “Critical Path for SPD Enrollment” form



Attachment B — Reserved For “SPD Discharge Planning Checklist” form
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http://www.medicare.gov/publications/pubs/pdf/11376.pdf

Attachment C — Government Hospitals to be Reimbursed
on a Certified Public Expenditure Basis

State Government-operated University of California (UC) Hospitals

UC Davis Medical Center

UC Irvine Medical Center

UC San Diego Medical Center

UC San Francisco Medical Center

UC Los Angeles Medical Center

Santa Monica UCLA Medical Center (aka — Santa Monica UCLA Medical Center &
Orthopedic Hospital)

ok wdE

Non-State Government-operated

Los Angeles County (LA Co.) Hospitals

1. LA Co. Harbor/UCLA Medical Center

2. LA Co. Olive View Medical Center

3. LA Co. Rancho Los Amigos National Rehabilitation Center
4. LA Co. University of Southern California Medical Center

Other Government-Operated Hospitals
Alameda County Medical Center
Arrowhead Regional Medical Center
Contra Costa Regional Medical Center
Kern Medical Center

Natividad Medical Center

Riverside County Regional Medical Center
San Francisco General Hospital

San Joaquin General Hospital

San Mateo County General Hospital
10 Santa Clara Valley Medical Center

11. Ventura County Medical Center

CoNoO~wWNE
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Attachment C — Government Hospitals to be Reimbursed
on a Certified Public Expenditure Basis

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 126 of 618



Attachment D - Additional Cost Elements for
Government-Operated Hospitals Using Certified Public Expenditure (CPE) Methodology
(For Purposes of Adjusting the CMS 2552-96 Cost Report)

Medi-Cal Payment
_ Regular SNCP | DSH | Offset
Hospital Cost Element Medi-Cal ucc ucc DSH
Inpatient Limit
CPE
a) Professional component of provider-based No Yes No No
physician costs, including contracted physician
costs, which are not part of the inpatient hospital
billing. *
No No No No

(b) Provider component of provider-based
physician costs not reduced by Medicare
reasonable compensation equivalency (RCE)
limits, subject to applicable OMB Circular A-87
requirements.
(@) Costs of interns and residents in accredited Yes Yes Yes Yes

programs.
(b) Costs of training and supervision provided No No No No
by teaching physicians not reduced by Medicare
reasonable compensation equivalency (RCE)
limits, subject to applicable OMB Circular A-87
requirements.
(@) Non-physician practitioner costs No Yes No No
(b) For contracted therapy services, these costs No No No No
will not be subject to Publication 15-1, Section
1400, limitations (but will be subject to
applicable OMB Circular A-87 requirements.)
Non-hospital-based clinics that are under the No Yes No No
hospital’s license and are classified in the Cost
Report as “Non-reimbursable Clinics”
Public hospital pensions No Yes No No
Administrative costs of the hospital’s billing No Yes No No
activities associated with physician services
billed and received by the hospital.
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Attachment D - Additional Cost Elements for

Government-Operated Hospitals Using Certified Public Expenditure (CPE) Methodology
(For Purposes of Adjusting the CMS 2552-96 Cost Report)

Patient and community education programs, No Yes No No
excluding cost of marketing activities
Investigational and “off-label” drugs No Yes No No
Dental services — Inpatient only Yes No Yes Yes
Telemedicine services No No No No
(a) Drugs and supplies provided to non-Medi- No Yes No No
Cal patients in non-inpatient or non-outpatient
settings
No Yes Yes Yes
(b) Drugs and supplies provided to non-Medi-
Cal patients in inpatient and outpatient settings
Costs associated with securing free drugs for No Yes No No
indigent persons
Medi-Cal Payment
) Regular Safety DSH Offset
Hospital Cost Element Medi-Cal | NetCare | UCC | DSH
Inpatient Pool Limit
CPE uccC
Patient transportation No No No No
Services contracted to other providers, including No Yes No No
services to treat uninsured patients
The actual cost incurred by the hospital for No No No No
physicians’ private offices, less the fair market
value rent paid by the physicians.
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Attachment E — Inpatient Hospital Component

The Inpatient Hospital Component (formerly called the Selective Provider Contracting Program
and operated under section 1915(b)(4) of the Social Security Act) allows the State to selectively
contract with hospitals for acute inpatient hospital services (excluding emergency services) and
to limit beneficiary freedom of choice to those hospitals that agree to contract with the California
Medical Assistance Commission for Medi-Cal (CMAC). It is jointly administered by the
California Department of Health Care Services and CMAC.

This Demonstration incorporates the State’s descriptions and assurances with respect to
Beneficiary Access and Program Monitoring, as described in Chapters II and I1I of the “Selective
Provider Contracting Program Federal Waiver Renewal” document dated September 2001. The
State will ensure the Inpatient Hospital Component of this Demonstration will not substantially
impair access to quality inpatient hospital services and will not restrict access to emergency
services.
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Attachment F

Funding and Reimbursement Protocol for Medicaid Inpatient Hospital Cost,
Disproportionate Share Hospital Uncompensated Care Cost, and Safety Net Care Pool
Hospital Uncompensated Care Cost Claiming

The State must modify this protocol as well as any portion of the approved Medicaid State Plan
that utilizes certified public expenditures (CPESs) to reflect any changes in CPE requlations or

policy that CMS may release.

. SUMMARY OF MEDI-CAL 2552-96 COST REPORT AND STEP-DOWN PROCESS

Worksheet A

The hospital’s trial balance of total expenditures, by cost center. The primary groupings of cost
centers are:

(i) overhead;

(i) routine;

(iii) ancillary;

(iv) outpatient;

(v) other reimbursable; and,

(vi) non-reimbursable.

Worksheet A also includes A-6 reclassifications (moving cost from one cost center to another)
and A-8 adjustments (which can be increasing or decreasing adjustments to cost centers).
Reclassifications and adjustments are made in accordance with Medicare reimbursement
principles.

Worksheet B
Allocates overhead (originally identified as General Service Cost Centers, lines 1-24 of

Worksheet A) to all other cost centers, including the non-reimbursable costs identified in lines 96
through 100.

Worksheet C

Computation of the cost-to-charge ratio for each cost center. The total cost for each cost center
is derived from Worksheet B, after the overhead allocation. The total charge for each cost center
is determined from the provider's records. The cost-to-charge ratios are used in the Worksheet D
series (see the apportionment process of ancillary and other non-routine cost centers).

Worksheet D

This series (including D-1) is where the total costs from Worksheet B are apportioned to
different payer programs. Apportionment is the process by which a cost center's total cost is
allocated to a specific payer or program or service type. For example, an apportionment is used
to arrive at Medicare hospital inpatient routine and ancillary cost, Medicare hospital outpatient
cost, as well as Medicaid hospital inpatient routine and ancillary cost, and Medicaid hospital
outpatient cost, etc.
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Attachment F

Funding and Reimbursement Protocol for Medicaid Inpatient Hospital Cost,
Disproportionate Share Hospital Uncompensated Care Cost, and Safety Net Care Pool
Hospital Uncompensated Care Cost Claiming

(1) Under the apportionment process for each routine service cost center, a per diem is computed
by dividing the cost center's reimbursable cost by the cost center's total patient days. The
resulting per diem is multiplied by the number of program days to arrive at program cost.

(if) Under the apportionment process for each ancillary/outpatient /other non-routine
reimbursable cost center, the cost-to-charge ratio from Worksheet C for each cost center is
multiplied by the program charge for that cost center to arrive at program cost.

Worksheet E

This series contains the settlement worksheets that compute actual reimbursement and account
for interim payments. The Medicaid costs computed from the Worksheet D series are transferred
to Worksheet E-3, Part Il (Title 19) for Medicaid.

NOTES:

(i) States making CPE-funded payments for non-hospital-based costs under section 1115(a)(2)
waiver authority, must develop/identify a separate cost reporting tool and receive CMS approval
for such cost reporting prior to claims for Federal matching funds.

(it) For purposes of utilizing the Medi-Cal 2552-96 cost report to determine Medicaid
reimbursements described in the subsequent instructions, the following terms are defined:

The term “finalized Medi-Cal 2552-96 cost report” refers to the cost report that is settled
by the Department of Health Care Services (DHCS), Audits and Investigations (A&I)
with the issuance of a Report On The Cost Report Review (Audit Report).

The term “filed Medi-Cal 2552-96 cost report” refers to the cost report that is submitted
by the hospital to A&l and is due 5 months after the end of the cost reporting period.

Nothing in this document shall be construed to eliminate or otherwise limit a hospital’s
right to pursue all administrative and judicial review available under the Medicaid
program. Any revision to the finalized Audit Report as a result of appeals, reopening, or
reconsideration shall be incorporated into the final determination.

(iii) Los Angeles County hospitals (to the extent that they, as all-inclusive-charge-structure
hospitals, have been approved by Medicare to use alternative statistics such as relative value
units in the cost report apportionment process) may also use alternative statistics as a substitute
for charges in the apportionment processes described in this document. These alternative
statistics must be consistent with alternative statistics approved for Medicare cost reporting
purposes and must be supported by auditable hospital documentation.

Il. CERTIFIED PUBLIC EXPENDITURES — DETERMINATION OF ALLOWABLE
MEDICAID HOSPITAL COSTS
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Attachment F

Funding and Reimbursement Protocol for Medicaid Inpatient Hospital Cost,
Disproportionate Share Hospital Uncompensated Care Cost, and Safety Net Care Pool
Hospital Uncompensated Care Cost Claiming

To determine a governmentally-operated hospital’s allowable Medicaid costs and associated
Medicaid reimbursements when such costs are funded by a State through the certified public
expenditure (CPE) process, the following steps must be taken to ensure Federal financial
participation:

Interim Medicaid Inpatient Hospital Payment Rate

The purpose of an interim Medicaid inpatient hospital payment rate is to provide an interim
payment that will approximate the Medicaid inpatient hospital costs eligible for Federal financial
participation claimed through the CPE process. This computation of establishing interim
Medicaid inpatient hospital payment funded by CPEs must be performed on an annual basis and
in a manner consistent with the instructions below.

1. The process of determining the allowable Medicaid inpatient hospital costs eligible for
Federal financial participation (FFP) begins with the use of each governmentally-operated
hospital's most recently filed Medi-Cal_2552-96 cost report for purposes of Medicaid
reimbursement.

2. To determine the interim Medicaid payment rate, the State should use the most recently filed
Medi-Cal 2552-96 cost report, follow the Medi-Cal 2552-96 cost report apportionment
process as prescribed in the Worksheet D series to arrive at the total Medicaid non-
psychiatric inpatient hospital cost.

On the Medi-Cal 2552-96 cost report, interns and residents costs should not be removed from
total allowable costs on Worksheet B, Part I, column 26, since Medi-Cal does not separately
reimburse for Graduate Medical Education costs via a per-resident amount methodology. If
the costs have been removed, the State should add allowable interns and residents costs back
to each affected cost center prior to the computation of cost-to-charge ratios on Worksheet C.
This can be accomplished by using Worksheet B, Part I, column 25 (instead of column 27)
for the Worksheet C computation of cost-to-charge ratios. The State is to only add back
allowable interns and residents costs that are consistent with Medicare cost principles. If the
hospital is a cost election hospital under the Medicare program, the costs of teaching
physicians that are allowable as GME under Medicare cost principles shall be treated as
hospital interns and residents costs consistent with non-cost election hospitals.

For hospitals that remove Medicaid inpatient dental services (through a non-reimbursable
cost center or as an A-8 adjustment), the State will make necessary adjustments to Worksheet
A trial balance cost (and, as part of the cost report flow, any other applicable Medi-Cal 2552-
96 worksheets) to account for the Medicaid inpatient dental services identified in Attachment
D to the Special Terms and Conditions. This is limited to allowable hospital inpatient costs
and should not include any professional cost component.
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Attachment F

Funding and Reimbursement Protocol for Medicaid Inpatient Hospital Cost,
Disproportionate Share Hospital Uncompensated Care Cost, and Safety Net Care Pool
Hospital Uncompensated Care Cost Claiming

Additionally, the State will perform those tests necessary to determine the reasonableness of
the Medicaid program data (i.e., Medicaid days and Medicaid charges) from the reported
Medi-Cal 2552-96 cost report's Worksheet D series. This will include reviewing the
Medicaid program data generated from its MMIS/claims system for that period which
corresponds to the most recently filed Medi-Cal 2552-96 cost report. However, because the
MMIS/claims system data would generally not include all paid claims until 18 months after
the Fiscal Year Ending (FYE) of the cost report, the State will take steps to verify the filed
Medicaid program data, including the use of submitted Medicaid claims. Only Medicaid
program data related to medical services that are eligible under the Medicaid inpatient
hospital cost computation should be used in the apportionment process.

Medicaid payments that are made independent of the Medicaid inpatient hospital non-
psychiatric per diem for Medicaid inpatient hospital services of which the costs are already
included in the Medicaid inpatient hospital non-psychiatric cost computation described
above, must be offset against the computed Medicaid non-psychiatric inpatient hospital cost
before a per diem is computed in Step number 3 below.

3. The computed Medicaid non-psychiatric inpatient hospital cost computed in Step number 2
above should be divided by the number of Medicaid non-psychiatric inpatient hospital days
as determined in Step number 2 above for that period which corresponds to the most recently
filed Medi-Cal 2552-96 cost report.

4. The Medicaid per day amount computed in Step number 3 above can be trended to current
year based on Market Basket update factor(s) or other hospital-related indices as approved by
CMS. The Medicaid per day amount may be further adjusted to reflect increases and
decreases in costs incurred resulting from changes in operations or circumstances as follows:

Q) Inpatient hospital costs not reflected on the filed Medi-Cal 2552-96 cost report from
which the interim payments are developed, but which would be incurred and reflected
on the Medi-Cal 2552-96 cost report for the spending year.

(i) Inpatient hospital costs incurred and reflected on the filed Medi-Cal 2552-96 cost
report from which the interim payments are developed, but which would not be
incurred or reflected on the Medi-Cal 2552-96 cost report for the spending year.

Such costs must be properly documented by the hospital and subject to review by the State
and CMS. The result is the Medicaid non-psychiatric inpatient hospital cost per day amount
to be used for interim Medicaid inpatient hospital payment rate purposes.

5. An audit factor may be applied to the filed Medi-Cal 2552-96 cost report to adjust computed
cost by the average percentage change from total reported costs to final costs for the three
most recent Medi-Cal 2552-96 cost reporting periods for which final determinations have
been made. Such percentage must be identified to CMS.
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Attachment F
Funding and Reimbursement Protocol for Medicaid Inpatient Hospital Cost,

Disproportionate Share Hospital Uncompensated Care Cost, and Safety Net Care Pool
Hospital Uncompensated Care Cost Claiming

Interim Reconciliation of Interim Medicaid Inpatient Hospital Payment Rate

Each governmentally-operated hospital's interim Medicaid payments will be reconciled to its
filed Medi-Cal 2552-96 cost report for the spending year in which interim payments were made.
If, at the end of the interim reconciliation process, it is determined that a hospital received an
overpayment, the overpayment will be properly credited to the federal government.

The State will adjust the cost used in the Worksheet C computation by adding back allowable
interns and residents costs to the appropriate cost centers as explained in Step number 2 in the
Interim Medicaid Inpatient Hospital Payment Rate section of this document. The State will also
adjust the cost for inpatient dental as explained in Step 2 for those hospitals that used such
adjustment to create the interim Medicaid payment rate.

In computing the Medicaid non-psychiatric inpatient hospital cost on the most recently filed
Medi-Cal 2552-96 cost report, the State should update the Medicaid program data (such as
Medicaid days and charges) on the cost report worksheet D series with Medicaid program data
generated -from its MMIS/claims system for the respective cost reporting period. As explained
in Step number 2 in the Interim Medicaid Inpatient Hospital Payment Rate section of this
document, data generated from the MMIS/claims system will not be complete, and steps to
verify the data will be taken by the State including the use of submitted Medicaid claims. Only
Medicaid program data related to medical services that are eligible under the Medicaid inpatient
hospital cost computation should be used in the apportionment process.

Medicaid payments that are made independent of the Medicaid inpatient hospital non-psychiatric
per diem for Medicaid inpatient hospital services of which the costs are already included in the
Medicaid inpatient hospital non-psychiatric cost computation described above, must be included
in the total Medicaid payments (along with the interim Medicaid payments based on the
Medicaid non-psychiatric inpatient hospital per diem) under this interim reconciliation process.
Adjustments made to the MMIS data mentioned above may address outstanding Medicaid claims
for which the hospital has not received payment. The State will take steps to ensure that
payments associated with the pending claims, when paid, for Medicaid costs included in the
current spending year cost report are properly accounted.

An audit factor may be applied to the filed Medi-Cal 2552-96 cost report to adjust computed cost
by the average percentage change from total reported costs to final costs for the three most recent
Medi-Cal 2552-96 cost reporting periods for which final determinations have been made. Such
percentage must be identified to CMS.

Final Reconciliation of Interim Medicaid Inpatient Hospital Payment Rate
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Each governmentally-operated hospital's interim payments and interim adjustments in a spending
year will also be subsequently reconciled to its Medi-Cal 2552-96 cost report for that same
spending year as finalized by A&I for purposes of Medicaid reimbursement. If, at the end of the
final reconciliation process, it is determined that a hospital received an overpayment, the
overpayment will be properly credited to the federal government.

The State will adjust the cost used in the Worksheet C computation by adding back allowable
interns and residents costs to the appropriate cost centers as explained in Step number 2 in the
Interim Medicaid Inpatient Hospital Payment Rate section of this document. The State will also
adjust the cost for inpatient dental as explained in Step 2 for those hospitals that used such
adjustment to create the interim Medicaid payment rate.

In computing the Medicaid non-psychiatric inpatient hospital cost from the finalized Medi-Cal
2552-96 cost report, the State should update the Medicaid program data (such as Medicaid days
and charges) on the finalized cost report Worksheet D series with Medicaid program data
generated from its MMIS/claims system for the respective cost reporting period. Only Medicaid
program data related to medical services that are eligible under the Medicaid inpatient hospital
cost computation should be used in the apportionment process.

Medicaid payments that are made independent of the Medicaid inpatient hospital non-psychiatric
per diem for Medicaid inpatient hospital services of which the costs are already included in the
Medicaid inpatient hospital non-psychiatric cost computation described above, must be included
in the total Medicaid payments (along with the interim Medicaid payments based on the
Medicaid non-psychiatric inpatient hospital per diem) under this final reconciliation process.

. CERTIFIED PUBLIC EXPENDITURES — DETERMINATION OF ALLOWABLE
SAFETY NET AND DSH COSTS FOR HOSPITALS

To determine a governmentally-operated hospital’s allowable Safety Net Care Pool (SNCP)
costs and the associated SNCP reimbursements and to determine a hospital’s allowable
uncompensated care costs eligible for disproportionate share hospital (DSH) reimbursement
when such costs are funded by a State through the certified public expenditure (CPE) process,
the following steps must be taken to ensure Federal financial participation:

Safety Net Care Pool (SNCP) Payments to Hospitals

The purpose of interim SNCP payments is to provide an interim payment that will approximate
the SNCP costs eligible for Federal financial participation claimed through the CPE process.
This computation of establishing interim SNCP payments funded by CPEs must be performed on
an annual basis and in a manner consistent with the instruction below.
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1. The process of determining the allowable SNCP costs eligible for Federal financial
participation (FFP) begins with the use of each governmentally-operated hospital most
recently filed Medi-Cal 2552-96 cost report for purposes of Medicaid reimbursement.

2. The total allowable SNCP hospital cost should be computed by using the most recently filed
Medi-Cal 2552-96 cost report.

The State will make necessary adjustments to Worksheet A trial balance cost (and, as part of
the cost report flow, any other applicable Medi-Cal 2552-96 worksheets) to account for the
SNCP cost elements identified in Attachment D to the Special Terms and Conditions.

As discussed in the Interim Medicaid Inpatient Hospital Payment Rate section of this
document, the State will adjust the cost used in the Worksheet C computation by adding back
allowable interns and residents’ costs to the appropriate cost centers.

In the cost report apportionment process in Worksheet D series, auditable uninsured program
data (days and charges) will be used to determine uninsured hospital cost. This data will be
submitted to the State by the hospitals based on data from the hospital’s records. Only
program data for medical services eligible for SNCP should be included in the apportionment
process in the Worksheet D series. Though not part of the standard Medi-Cal 2552, this
information provided to the State is subject to the same audit standards and procedures as the
data included in the Medi-Cal 2552 cost report.

The costs described in this document eligible under the SNCP relate strictly to individuals
with no source of third party insurance coverage for the inpatient and outpatient hospital
services they receive that would have been benefits eligible for federal reimbursement under
Title X1X had these individuals been eligible Medi-Cal beneficiaries, and those costs
identified in Attachment D of the Special Terms and Conditions. The determination of other
costs eligible for SNCP funding (e.qg., clinic costs, medical care costs incurred by the State or
counties) will be addressed in a separate methodology within the protocol document.

The program data should be for the period which corresponds to the most recently filed
Medi-Cal 2552-96 cost report.

Any SNCP-eligible cost that is not reported on the hospital cost report or that the State
believes should not be subject to the cost report apportionment process must be identified
separately to and approved by CMS.

Any self-pay payments made by or on behalf of uninsured patients to the hospital for services
of which the costs are already included in the SNCP cost computation described above
should be offset against the computed SNCP-eligible costs. For purposes of the preceding
sentence, payments and other funding and subsidies made by a state or a unit of local
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government (e.g., state-only, local-only, or joint state-local health programs) to a hospital for
inpatient and outpatient services provided to indigent patients shall not be considered a
source of third party payment.

3. The net SNCP cost computed above can be trended to current year based on Market Basket
update factor(s) or other hospital-related indices as approved by CMS. The net SNCP costs
may be further adjusted to reflect increases or decreases in costs incurred resulting from
changes in operations or circumstances as follows:

ii. Inpatient and outpatient hospital costs not reflected on the filed Medi-Cal 2552-96
cost report from which the interim payments are developed, but which would be
incurred and reflected on the Medi-Cal 2552-96 cost report for the spending year.

iii. Inpatient and outpatient hospital costs incurred and reflected on the filed Medi-Cal
2552-96 cost report from which the interim payments are developed, but which would
not be incurred or reflected on the Medi-Cal 2552-96 cost report for the spending
year.

Such costs must be properly documented by the hospital and are subject to review by the
State and CMS.

4. The total SNCP certifiable expenditures as computed above should be reduced by 13.95% to
account for non-emergency care furnished to unqualified aliens. The costs of non-emergency
care furnished to unqualified aliens are eligible for federal matching funds under the DSH
program only. Those costs that are limited to SNCP funding in Attachment D are not eligible
for federal matching funds under the DSH program.

5. The State will identify that portion of the SNCP certifiable expenditures computed above that
is also eligible as Disproportionate Share Hospital costs. Annually, the State will separately
identify to CMS:

i. Total inpatient and outpatient hospital costs_eligible only for SNCP funded by SNCP
payments;

il Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded by
SNCP payments;

iii. Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded by
DSH payments

iv. Total inpatient and outpatient hospital costs eligible only for DSH funded by DSH
payments;

v. Total non-hospital costs funded by SNCP payments.

An audit factor may be applied to the filed Medi-Cal 2552-96 cost report to adjust computed
cost by the average percentage change from total reported costs to final costs for the three
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most recent Medi-Cal 2552-96 cost reporting periods for which final determinations have
been made. Such percentage must be identified to CMS.

6. Interim SNCP payments can be made based on the SNCP certifiable expenditures as
computed above. The interim payments can be on a quarterly or other periodic basis
approved by CMS. There will be no duplication of claiming with respect to costs as SNCP
certifiable expenditures and DSH certifiable expenditures.

Interim Reconciliation of Interim SNCP Payments to Hospitals

Each governmentally-operated hospital's interim SNCP certifiable expenditures will be
reconciled based on its filed Medi-Cal 2552-96 cost report for the spending year in which interim
payments were made. The State will adjust, as necessary, the aggregate amount of interim SNCP
funds claimed based on the total SNCP certifiable expenditures determined under the interim
reconciliations. If, at the end of the interim reconciliation process, it is determined that SNCP
funding was over-claimed, the overpayment will be properly credited to the federal government.

The State will make necessary adjustments to Worksheet A trial balance cost (and, as part of the
cost report flow, any other applicable Medi-Cal 2552-96 worksheet) to account for the SNCP
cost elements (Attachment D to the Special Terms and Conditions).

As discussed in the Interim Medicaid Inpatient Hospital Payment Rate section of this document,
the State will adjust the cost used in the Worksheet C computation by adding back allowable
interns and residents’ costs t0 the appropriate cost centers.

Also, in computing the uninsured hospital cost on the most recently filed Medi-Cal 2552-96 cost
report, the State should use auditable uninsured program data (such as days and charges) for the
Worksheet D series apportionment process. Only program data for medical services eligible for
SNCP should be included in the apportionment process in Worksheet D series. Though not part
of the standard Medi-Cal 2552, this information provided to the State is subject to the same audit
standards and procedures as the data included in the Medi-Cal 2552 cost report.

Any self-pay payments made by or on behalf of uninsured patients to the hospitals for services of
which costs are included in the SNCP cost computation described above should be offset against
the computed SNCP costs under the interim reconciliation process. For purposes of the
preceding sentence, payments and other funding and subsidies made by a state or a unit of local
government (e.g., state-only, local-only or joint state-local health programs) to a hospital for
inpatient and outpatient services provided to indigent patients shall not be considered a source of
third party payment.

The total SNCP certifiable expenditures as computed above should be reduced by 13.95% to
account for non-emergency care furnished to unqualified aliens. The costs of non-emergency
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care furnished to unqualified aliens are eligible for federal matching funds under the DSH
program only. Those costs that are limited to SNCP funding in Attachment D are not eligible for
federal matching funds under the DSH program.

The State will identify that portion of the SNCP certifiable expenditures computed above that is
also eligible as Disproportionate Share Hospital costs. Annually, the State will separately
identify to CMS:
(i) Total inpatient and outpatient hospital costs eligible only for SNCP_funded by SNCP
payments;
(i) Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded by
SNCP payments;
(iii) Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded by
DSH payments;
(iv) Total inpatient and outpatient hospital costs eligible only for DSH funded by DSH
payments;
(v) Total non-hospital costs funded by SNCP payments.

There will be no duplication of claiming with respect to costs as SNCP certifiable expenditures
and DSH certifiable expenditures.

An audit factor may be applied to the filed Medi-Cal 2552-96 cost report to adjust computed cost
by the average percentage change from total reported costs to final costs for the three most recent
Medi-Cal 2552-96 cost reporting periods for which final determinations have been made. Such
percentage must be identified to CMS.

Final Reconciliation of Interim SNCP Payments to Hospitals

Each governmentally-operated hospital's interim SNCP certifiable expenditures (and any interim
adjustments) will also subsequently be reconciled based on its Medi-Cal 2552-96 cost report as
finalized by A&I for purposes of Medicaid reimbursement for the respective cost reporting
period. The State will adjust, as necessary, the aggregate amount of interim SNCP funds claimed
based on the total certifiable SNCP expenditures determined under the final reconciliations. If,
at the end of the final reconciliation process, it is determined that SNCP funding was over-
claimed, the overpayment will be properly credited to the federal government.

The State will make necessary adjustments to Worksheet A trial balance cost (and, as part of the
cost report flow, any other applicable Medi-Cal 2552-96 worksheet) to account for the SNCP
cost elements (Attachment D to the Special Terms and Conditions).

As discussed in the Interim Medicaid Inpatient Hospital Payment Rate section of this document,
the State will adjust the cost used in the Worksheet C computation by adding back allowable
interns and residents’ costs to the appropriate cost centers.
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Also, in computing the uninsured hospital cost on the finalized Medi-Cal 2552-96 cost report, the
State should use auditable uninsured program data (such as days and charges) for the Worksheet
D series apportionment process. Only program data for medical services eligible for SNCP
should be included in the apportionment process in Worksheet D series. Though not part of the
standard Medi-Cal 2552, this information provided to the State is subject to the same audit
standards and procedures as the data included in the Medi-Cal 2552 cost report.

Any self-pay payments made by or on behalf of uninsured patients to the hospitals for services of
which costs are included in the SNCP cost computation described above should be offset against
the computed SNCP costs under this final reconciliation process. For purposes of the preceding
sentence, payments and other funding and subsidies made by a state or a unit of local
government (e.g., state-only, local-only, or joint state-local health programs) to a hospital for
inpatient and outpatient services provided to indigent patients shall not be considered a source of
third party payment.

The total SNCP certifiable expenditures as computed above should be reduced by 13.95% to
account for non-emergency care furnished to unqualified aliens. The costs of hon-emergency
care furnished to unqualified aliens are eligible for federal matching funds under the DSH
program only. Those costs that are limited to SNCP funding in Attachment D are not eligible for
federal matching funds under the DSH program.

The State will identify that portion of the SNCP certifiable expenditures computed above that is
also eligible as Disproportionate Share Hospital costs. Annually, the State will separately
identify to CMS:
(i) Total inpatient and outpatient hospital costs eligible only for SNCP funded by SNCP
payments;
(ii) Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded by
SNCP payments;
(iii) Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded by
DSH payments;
(iv) Total inpatient and outpatient hospital costs eligible only for DSH funded by DSH
payments;
(v) Total non-hospital costs funded by SNCP payments.

There will be no duplication of claiming with respect to costs as SNCP certifiable expenditures
and DSH certifiable expenditures.

Disproportionate Share Hospital (DSH) Payments

The purpose of an interim DSH payment is to provide an interim payment that will approximate
the Medicaid and uninsured inpatient hospital and outpatient hospital uncompensated care costs
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(“shortfall”) eligible for Federal financial participation claimed through the CPE process. This
computation of establishing interim DSH payment funded by CPEs must be performed on an
annual basis and in a manner consistent with the instructions below.

1. The process of determining the allowable DSH costs eligible for Federal financial
participation (FFP) begins with the use of each governmentally-operated hospital's most
recently filed Medi-Cal 2552-96 cost report for purposes of Medicaid reimbursement.

2. The total Medicaid managed care and Medicaid psychiatric inpatient and outpatient hospital
shortfall and the uninsured hospital inpatient and outpatient costs should be computed by
using the most recently filed Medi-Cal 2552-96 cost report.!

As discussed in the Interim Medicaid Inpatient Hospital Payment Rate section of this
document, the State will adjust the cost used in the Worksheet C computation by adding back
allowable interns and residents’ costs to the appropriate cost centers. The State will also
adjust the cost for inpatient dental as explained in Step 2 of the Interim Medicaid Inpatient
Hospital Payment Rate section for those hospitals that used such adjustment to create the
interim Medicaid payment rate and as identified in Attachment D to the Terms and
Conditions.

In the cost report apportionment process in the Worksheet D series, auditable Medicaid
managed care, Medicaid psychiatric, and uninsured program data (days and charges) will be
used to compute the hospital's eligible DSH cost. This data will be submitted to the State.
Only hospital inpatient and outpatient program data for medical services eligible for DSH
should be included in the apportionment process in Worksheet D series. The program data
should be from the period which corresponds to the most recently filed Medi-Cal cost report.
Though not part of the standard Medi-Cal 2552, this information provided to the State is
subject to the same audit standards and procedures as the data included in the Medi-Cal 2552
cost report.

Uninsured individuals are individuals with no source of third party insurance coverage for
the inpatient hospital and outpatient hospital services they receive and as defined in
governing federal statute and regulation.

3. All applicable Medicaid inpatient and outpatient hospital revenues, all SNCP payments
claimed with respect to the hospital’s expenditures for the provision of inpatient and
outpatient hospital services (i.e. the DSH eligible costs claimed for SNCP payments) and any
self-pay payments made by or on behalf of uninsured patients for such services, must be
offset against the computed cost from Step number 2 above to arrive at the eligible DSH

1 No shortfall related to fee-for-service Medicaid inpatient hospital and /or Medicaid outpatient hospital services is
anticipated based on the certification of public expenditures up to total Medicaid inpatient and Medicaid outpatient
hospital costs.
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expenditure. Payments, funding and subsidies made by a state or a unit of local government
shall not be offset (e.g., state-only, local-only or state-local health programs). Using CPEs as
a funding source, federal matching funds for DSH payments may be claimed up to the
hospital’s eligible uncompensated costs as determined in this process. Notwithstanding all of
the foregoing, for purposes of calculating a hospital’s 175% DSH limit only, SNCP payments
claimed for the hospital’s DSH eligible costs will not be counted as revenue offsets during
Demonstration years one and two.

4. The net DSH cost computed above can be trended to current year based on Market Basket
update factor(s) or other hospital-related indices as approved by CMS. The net DSH costs
may be further adjusted to reflect increases or decreases in costs incurred resulting from
changes in operations or circumstances as follows:

Q) Inpatient and outpatient hospital costs not reflected in the filed Medi-Cal 2552-96
cost report from which the interim payments are developed, but which would be
incurred and reflected on the Medi-Cal 2552-96 cost report for the spending year.

(i) Inpatient and outpatient hospital costs incurred and reflected in the filed Medi-Cal
2552-96 cost report from which the interim payments are developed, but which would
not be incurred or reflected on the Medi-Cal 2552-96 cost report for the spending
year.

Such costs must be properly documented by the hospital and are subject to review by the
State and CMS.

An audit factor may be applied to the filed Medi-Cal 2552-96 cost report to adjust computed
cost by the average percentage change from total reported costs to final costs for the three
most recent Medi-Cal 2552-96 cost reporting periods for which final determinations have
been made. Such percentage must be identified to CMS.

5. The State will identify that portion of the certifiable DSH expenditures computed above that
is also eligible as SNCP costs (a maximum of 86.05% of the hospital uninsured costs). The
State will identify that portion of the SNCP certifiable expenditures computed above that is
also eligible as Disproportionate Share Hospital costs. Annually, the State will separately
identify to CMS:

0] Total inpatient and outpatient hospital costs eligible only for SNCP funded by SNCP
payments;

(i)  Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded
by SNCP payments;

(i)  Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded
by DSH payments;
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(iv)  inpatient and outpatient hospital costs eligible only for DSH funded by DSH
payments;
(V) Total non-hospital costs funded by SNCP payments.

6. Interim DSH payments can be made based on the eligible DSH expenditure computed above.
The interim payments can be on a quarterly or other periodic basis, but such payments must
account for all revenue offsets. There will be no duplication of claiming with respect to costs
as SNCP certifiable expenditures and DSH certifiable expenditures.

Interim Reconciliation of Interim DSH Payments

Each governmentally-operated hospital's interim DSH certifiable expenditures will be reconciled
based on its filed Medi-Cal 2552-96 cost report for the spending year in which interim payments
were made. The State will adjust, as necessary, the aggregate amount of interim DSH funds
claimed based on the total DSH certifiable expenditures determined under the interim
reconciliations. If, at the end of the interim reconciliation process, it is determined that DSH
funding was over-claimed, the overpayment will be properly credited to the federal government.

As discussed in the Interim Medicaid Inpatient Hospital Payment Rate section of this document,
the State will adjust the cost used in the Worksheet C computation by adding back allowable
interns and residents’ costs to the appropriate cost centers. The State will also adjust the cost for
inpatient dental as explained in Step 2 of the Interim Medicaid Inpatient Hospital Payment Rate
section for those hospitals that used such adjustment to create the interim Medicaid payment rate
and as identified in Attachment D to the Terms and Conditions.

In computing the Medicaid managed care and Medicaid psychiatric shortfall and the uninsured
hospital inpatient and outpatient cost based on the most recently filed Medi-Cal 2552-96 cost
report, the State should use auditable Medicaid managed care, Medicaid psychiatric and
uninsured program data (days and charges) for the Worksheet D series apportionment process.
Only hospital inpatient and outpatient program data for medical services eligible for DSH should
be included in the apportionment process in the Worksheet D series. Though not part of the
standard Medi-Cal 2552, this information provided to the State is subject to the same audit
standards and procedures as the data included in the Medi-Cal 2552 cost report.

All applicable Medicaid inpatient and outpatient hospital revenues, all SNCP payments claimed
with respect to the hospital’s expenditures for the provision of inpatient and outpatient hospital
services (i.e. the DSH eligible costs claimed for SNCP payments) and any self-pay payments
made by or on behalf of uninsured patients for such services, must be offset against the
computed cost to arrive at the eligible DSH expenditure. Payments, funding and subsidies made
by a state or a unit of local government shall not be offset (e.g., state-only, local-only or state-
local health programs). Using CPEs as a funding source, federal matching funds for DSH
payments may be claimed up to the hospital’s eligible uncompensated costs as determined in this
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process. Notwithstanding all of the foregoing, for purposes of calculating a hospital’s 175%
DSH limit only, SNCP payments claimed for the hospital’s DSH eligible costs will not be
counted as revenue offsets during Demonstration years one and two.

The State will identify that portion of the certifiable DSH expenditures computed above that is
also eligible as SNCP costs (a maximum of 86.05% of the hospital uninsured costs). The State
will identify that portion of the SNCP certifiable expenditures computed above that is also
eligible as Disproportionate Share Hospital costs. Annually, the State will separately identify to
CMS:
Q) Total inpatient and outpatient hospital costs eligible only for SNCP funded by SNCP
payments;
(i) Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded
by SNCP payments;
(ili)  Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded
by DSH payments;
(iv)  Total inpatient and outpatient hospital costs eligible only for DSH funded by DSH
payments;
(v)  Total non-hospital costs funded by SNCP payments.

An audit factor may be applied to the filed Medi-Cal 2552-96 cost report to adjust computed cost
by the average percentage change from total reported costs to final costs for the three most recent
Medi-Cal 2552-96 cost reporting periods for which final determinations have been made. Such
percentage must be identified to CMS.

Final Reconciliation of Interim DSH Payments

Each governmentally-operated hospital's interim DSH certifiable expenditures (and any interim
adjustments) will subsequently be reconciled based on its Medi-Cal 2552-96 cost report as
finalized by A&I for purposes of Medicaid reimbursement for the respective cost reporting
period. The State will adjust, as necessary, the aggregate amount of interim DSH funds claimed
based on the total DSH certifiable expenditures determined under the final reconciliations. If, at
the end of the final reconciliation process, it is determined that DSH funding was over-claimed,
the overpayment will be properly credited to the federal government.

As discussed in the Interim Medicaid Inpatient Hospital Payment Rate section of this document,
the State will adjust the cost used in the Worksheet C computation by adding back allowable
interns and residents costs to the appropriate cost centers. The State will also adjust the cost for
inpatient dental as explained in Step 2 of the Interim Medicaid Inpatient Hospital Payment Rate
section for those hospitals that used such adjustment to create the interim Medicaid payment rate
and as identified in Attachment D to the Terms and Conditions.
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In computing the Medicaid managed care and Medicaid psychiatric shortfall and the uninsured
hospital inpatient and outpatient cost based on the finalized Medi-Cal 2552-96 cost report, the
State should use auditable Medicaid managed care, Medicaid psychiatric, and uninsured program
data (days and charges) for the Worksheet D series apportionment process. Only hospital
inpatient and outpatient program data for medical services eligible for DSH should be included
in the apportionment process in Worksheet D series. Though not part of the standard Medi-Cal
2552, this information provided to the State is subject to the same audit standards and procedures
as the data included in the Medi-Cal 2552 cost report.

All applicable Medicaid inpatient and outpatient hospital revenues, all SNCP payments claimed
with respect to the hospital’s expenditures for the provision of inpatient and outpatient hospital
services (i.e. the DSH eligible costs claimed for SNCP payments) and any self-pay payments
made by or on behalf of uninsured patients for such services, must be offset against the
computed cost to arrive at the eligible DSH expenditure. Payments, funding and subsidies made
by a state or a unit of local government shall not be offset (e.g., state-only, local-only or state-
local health programs). Using CPEs as a funding source, federal matching funds for DSH
payments may be claimed up to the hospital’s eligible uncompensated costs as determined in this
process. Notwithstanding all of the foregoing, for purposes of calculating a hospital’s 175%
DSH limit only, SNCP payments claimed for the hospital’s DSH eligible costs will not be
counted as revenue offsets during Demonstration years one and two.

The State will identify that portion of the certifiable DSH expenditures computed above that is
also eligible as SNCP costs (a maximum of 86.05% of the hospital uninsured costs). The State
will identify that portion of the SNCP certifiable expenditures computed above that is also
eligible as Disproportionate Share Hospital costs. Annually, the State will separately identify to
CMS:
Q) Total inpatient and outpatient hospital costs eligible only for SNCP funded by SNCP
payments;
(i) Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded
by SNCP payments;
(iii)  Total inpatient and outpatient hospital costs eligible for both DSH and SNCP funded
by DSH payments;
(iv)  Total inpatient and outpatient hospital costs eligible only for DSH funded by DSH
payments;
(v)  Total non-hospital costs funded by SNCP payments.

NOTES:
Q) All disproportionate share hospital (DSH) payments, funded through certified public
expenditures or otherwise, are subject to the State of California’s aggregate DSH
allotment.
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(i)  Based on the State of California’s proposal to certify total Medicaid inpatient and
outpatient hospital costs (non-managed care), there would be no fee-for-service
Medicaid inpatient and/or outpatient hospital cost “shortfall” for purposes of the
hospital-specific DSH limits.

(iii)  For California's DSH hospitals that qualify for 175% DSH payment under the
Benefits, Improvements, and Protections Act of 2000, during waiver years one and
two, for the specific purpose of computing 175% of the OBRA 1993 hospital-specific
uncompensated care cost (UCC) limit, UCC is computed without an offset for Safety
Net Care Pool (SNCP) claims made for the uninsured. However, the combination of
SNCP funds and DSH funds that are claimed will not exceed 175 percent of UCC (for
those hospitals subject to the 175 percent authority), to ensure no duplication of
claiming. For purposes of the preceding sentence, each hospital’s SNCP certifiable
expenditures (excluding costs that are ineligible for DSH claiming) that are actually
used by the State for claiming SNCP funds shall be counted against the above
hospital-specific claiming limits, rather than the amounts actually distributed to the
hospital by the State.

(iv)  Claims that are based on CPEs of qualifying UCC (determined as described in this
document) may be submitted for Federal reimbursement from a combination of
SNCP and DSH funds, at the State’s discretion. The State may also claim federal
DSH funds with respect to DSH payments made to hospitals equivalent to costs
between 100 and 175 percent of eligible UCC, regardless of whether the combined
amount of DSH and SNCP funds have been claimed based on CPEs to 100 percent of
the hospital’s UCC, provided that 100 percent of UCC has been certified as actually
expended. There will be no duplication of UCC claimed for SNCP and DSH
reimbursement.
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To determine a government-operated hospital’s allowable physician and non-physician
professional service costs eligible for SNCP reimbursement when such costs are funded by a
State through the certified public expenditure (CPE) process, the following steps must be taken
to ensure Federal financial participation.

The purpose of interim SNCP payments for physician and non-physician practitioner
professional costs is to provide an interim payment that will approximate the SNCP costs eligible
Federal financial participation through the CPE process. This computation of establishing interim
physician and non-physician practitioner professional services payments funded by CPEs must
be performed on an annual basis and in a manner consistent with the instruction below.

The government-operated hospitals identified in Attachment C and the government operated
entities with which they are affiliated, including their affiliated government-operated physician
practice groups, are eligible providers.

The eligible SNCP costs are uncompensated costs incurred by each provider described above for
the furnishing of physician and non-physician professional services to uninsured individuals in
accordance with STCs Items 43 — 50.

Eligible professional costs are reported on the designated hospitals' Medi-Cal 2552 cost report
and, in the case of the University of California (UC) hospitals, the UC School of Medicine
physician/non-physician practitioner cost report as approved by the Centers for Medicare &
Medicaid Services.

1. Non-UC Provider Steps

a. The professional component of physician costs are identified from each hospital’s
most recently filed Medi-Cal 2552 cost report Worksheet A-8-2, Column 4.
These professional costs are:

1. Limited to allowable and auditable physician compensations that have
been incurred by the hospital;
2. For the professional, direct patient care furnished by the hospital’s

physicians in all applicable sites of service, including sites that are not
owned or operated by an affiliated government entity;

3. Identified as professional costs on Worksheet A-8-2, Column 4 of the cost
report of the hospital claiming payment (or, for registry physicians only,
Worksheet A-8, if the physician professional compensation cost is not
reported by the hospital on Worksheet A-8-2 because the registry
physicians are contracted solely for direct patient care activities (i.e., no
administrative, teaching, research, or any other provider component or
non-patient care activities));
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4. Supported by a time study, accepted by Medicare for Worksheet A-8-2
reporting purposes, that identified the professional, direct patient care
activities of the physicians (not applicable to registry physicians discussed
above); and

5. Removed from hospital costs on Worksheet A-8.

b. The professional costs on Worksheet A-8-2, Column 4 (or Worksheet A-8 for
registry physicians) are subject to further adjustments and offsets, including any
necessary adjustment to bring the costs in line with Medicare cost principles.
However, Medicare physician reasonable compensation equivalents are not
applied for uninsured physician professional cost determination purposes. There
will be revenue offsets to account for revenues received for services furnished by
such professionals to non-patients (patients whom the hospital does not directly
bill for) and any other applicable non-patient care revenues that were not
previously offset or accounted for by the application of time study.

C. Reimbursement for other professional practitioner service costs that have also
been identified and removed from hospital costs on the Medi-Cal cost report. The
practitioner types to be included are:

1) Certified Registered Nurse Anesthetists
2 Nurse Practitioners

3) Physician Assistants

4) Dentists

(5) Certified Nurse Midwives

(6) Clinical Social Workers

(7) Clinical Psychologists

(8) Optometrists

d. To the extent these practitioners' professional compensation costs are not included in
Worksheet A-8-2, Column 4, but are removed from hospital costs through an A-8
adjustment on the Medi-Cal cost report, these costs may be recognized if they meet
the following criteria:

1. the practitioners must engage in the direct provision of care in addition to being
Medicaid-qualified practitioners for whom the services are billable under Medi-
Cal separate from hospital services;

2. for all non physician practitioners there must be an identifiable and auditable data
source by practitioner type;

3. a CMS-approved time study must be employed to allocate practitioner
compensation between clinical and non-clinical costs; and
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4. the clinical costs resulting from the CMS-approved time study are subject to
further adjustments and offsets, including adjustments to bring the costs in line
with Medicare cost principles and offset of revenues received for services
furnished by such practitioners to non-patients (patients for whom the hospital
does not directly bill for) and other applicable non-patient care revenues that were
not previously offset or accounted for by the application of CMS-approved time
study.

The resulting net clinical non-physician practitioner compensation costs are
allowable costs. The compensation costs for each non-physician practitioner type
are identified separately.

e. Professional costs incurred for freestanding clinics (clinics that are not recognized
as hospital outpatient departments on the 2552) are separately reimbursable as
clinic costs and therefore are not included in this protocol.

f. Hospitals may additionally include physician support staff compensation, data
processing, and patient accounting costs as physician-related costs to the extent
that:

1. these costs are removed from hospital inpatient and outpatient costs because

they have been specifically identified as costs related to physician professional

services;

they are directly identified on ws A-8 as adjustments to hospital costs;

they are otherwise allowable and auditable provider costs; and

4. they are further adjusted for any non-patient-care activities such as research
based on physician time studies.

wmn

If these are removed as A-8 adjustments to the hospital's general service cost
centers, these costs should be stepped down to the physician cost centers based on
the accumulated physician professional compensation costs. Other than the
physician and non-physician practitioner compensation costs and the A-8
physician-related adjustments discussed above, no other costs are allowed.

g. Total billed professional charges by cost center related to physician services are
identified from hospital records. Similarly, for each non-physician practitioner
type, the total billed professional charges are identified from hospital records. Los
Angeles County hospitals, due to their all-inclusive billing limitations, do not
have itemized physician or non-physician practitioner charges. Therefore, these
hospitals are to use the hospital RVU system to apportion professional costs to
uninsured services under the SNCP claiming; this is the same RVU system as that
used by Los Angeles County hospitals for Medicare and Medi-Cal cost reporting
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purposes. Where charges are mentioned in this paragraph and later paragraphs in
this subsection, Los Angeles County will use its RVUSs.

h. A physician cost to charge ratio for each cost center is calculated by dividing the
total costs for each cost center as established in paragraphs a-f of subsection 1 by
the total billed professional charges for each cost center as established in
paragraph g of subsection 1. For each non-physician practitioner type, a cost to
charge ratio is calculated by dividing the total costs for each practitioner type as
established in paragraphs a-f of subsection 1 by the total billed professional
charges for each practitioner type as established in paragraph g of subsection 1.

i The total professional charges for each cost center related to eligible uninsured
physician services, billed directly by the hospital, are identified using auditable
hospital financial records. Hospitals must map the charges to their cost centers
using information from their hospital billing systems. Each charge may only be
mapped to one cost center to prevent duplicate mapping and claiming. These
charges must be associated with services furnished during the period covered by
the latest as-filed cost report.

For each non-physician practitioner type, the eligible uninsured professional
charges, billed directly by the hospital, are identified using auditable hospital
financial records. Hospitals must map the charges to non-physician practitioner
type using information from their hospital billing systems. Each charge may only
be mapped to one practitioner type to prevent duplicate mapping and claiming.
These charges must be associated with services furnished during the period
covered by the latest as-filed cost report.

J. The total uninsured costs related to physician practitioner professional services
are determined for each cost center by multiplying total uninsured charges as
established in paragraph i of subsection 1 by the respective cost to charge ratio for
the cost center as established in paragraph h of subsection 1.

For each non-physician practitioner type, the total uninsured costs related to non-
physician practitioner professional services are determined by multiplying total
uninsured charges as established in paragraph i of subsection 1 by the respective
cost to charge ratios as established in paragraph h of subsection 1.

K. The total uninsured costs eligible for SNCP claiming are determined by
subtracting all revenues received for the uninsured physician/practitioner services
from the uninsured costs as established in paragraph j of subsection 1. The
amount of the SNCP interim payment will be based on the costs for the period
coinciding with the latest as-filed cost report; the data sources for uninsured
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claims are from the auditable hospital records. All revenues received (other than
the SNCP professional payments being computed here in this section) for the
uninsured professional services will be offset against the computed cost; these
revenues include payments from or on behalf of patients and payments from other
payers. The total SNCP certifiable expenditures as computed above should be
reduced by 13.95% to account for non-emergency care furnished to unqualified
aliens. The costs of non-emergency care furnished to unqualified aliens are
eligible for federal matching funds under the DSH program only.

I The uninsured physician/practitioner amount computed in paragraph k of
subsection 1 above can be trended to current year based on Market Basket update
factor(s) or other medical care-related indices as approved by CMS. The
uninsured amount may be further adjusted to reflect increases and decreases in
costs incurred resulting from changes in operations or circumstances as follows:

1. Physician/practitioner costs not reflected on the filed physician/practitioner
cost report from which the interim supplemental payments are developed, but
which would be incurred and reflected on the physician/practitioner cost report
for the spending year.

2. Physician/practitioner costs incurred and reflected on the filed
physician/practitioner cost report from which the interim supplemental payments
are developed, but which would not be incurred or reflected on the
physician/practitioner cost report for the spending year.

Such costs must be properly documented by the hospital and subject to review by
the State and CMS. The result is the uninsured physician/practitioner amount to
be used for interim SNCP payment purposes.

2. UC Provider Steps

a. The physician compensation costs are identified from each UC School of
Medicine's trial balance and reported on a CMS-approved UC
physician/practitioner cost report. These professional compensation costs are
limited to identifiable and auditable costs that have been incurred by the UC
School of Medicines’ physician practice group(s) for the professional patient care
furnished in all applicable sites of service, including services rendered at non-
hospital physician office sites operated by the UC practice groups and at sites not
owned or operated by the UC for which the UC practice group bills for and
collects payment.
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The physician compensation costs are reduced by National Institute of Health
(NIH) grants to the extent the research activities component is not removed via
physician time studies.

b. On the UC physician cost report, these physician compensation costs net of NIH
grants as applicable, reported by cost centers/departments, are then allocated
between clinical and non-clinical activities using a CMS-approved time-study.
Prior to July 1, 2008, the UCs may use a CMS-approved benchmark RVU
methodology in lieu of the CMS-approved time study to allocate UC physician
compensation costs between clinical and non-clinical activities only. The result
of the CMS-approved time study (or the benchmark RVU methodology before
July 1, 2008) is the physician compensation costs pertaining only to clinical,
patient care activities.

C. The physician clinical costs are subject to further adjustments and offsets,
including any necessary adjustment to bring the costs in line with Medicare cost
principles. However, Medicare physician reasonable compensation equivalents
are not applied for uninsured professional cost determination purposes. There
will be offset of revenues received for services furnished by such professionals to
non-patients (patients for whom the UC does not directly bill for) and other
applicable non-patient care revenues that were not previously offset or accounted
for by the application of the CMS-approved time study.

d. Reimbursement for non-physician practitioner compensation costs will also be
included. The practitioner types to be included on the UC physician/practitioner
cost reports are:

1) Certified Registered Nurse Anesthetists
2) Nurse Practitioners

3) Physician Assistants

4) Dentists

(5) Certified Nurse Midwives

(6) Clinical Social Workers

(7 Clinical Psychologists

(8) Optometrists

e. These non-physician practitioner compensation costs are recognized if they meet
the following criteria:

Q) the practitioners must engage in the direct provision of care in addition to
being Medicaid-qualified practitioners for whom the services are billable
under Medi-Cal separate from hospital services;
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(2) the non-physician practitioner compensation costs are derived from an
identifiable and auditable data source by practitioner type;

3) a CMS approved time study will be employed to allocate practitioner
compensation between clinical and non-clinical costs;

4) the clinical costs resulting from the CMS-approved time study are subject
to further adjustments and offsets, including adjustments to bring the costs
in line with Medicare cost principles and offset of revenues received for
services furnished by such practitioners to non-patients (patients for whom
the UC does not directly bill for) and other applicable non-patient care
revenues that were not previously offset or accounted for by the
application of the CMS-approved time study.

The resulting net clinical non-physician practitioner compensation costs are
allowable costs. Each non-physician practitioner type is reported in its own cost
center on the UC physician/practitioner cost report.

f. The above physician or non-physician practitioner compensation costs must not
be duplicative of any costs claimed on the UC hospital cost reports.

g. Additional costs that can be recognized as professional direct costs are costs for
non-capitalized medical supplies and equipments used in the furnishing of direct
patient care.

h. Overhead costs will be recognized through the application of each UC's cognizant
agency-approved rate for indirect costs. The indirect rate will be applied to the
total direct cost, calculated above, based on each center/department's physician
and/or non-physician practitioner compensation costs determined to be eligible
for Medicaid reimbursement and identifiable medical supply/equipment costs to
arrive at total allowable costs for each cost center.

Other than the direct costs defined above and the application of an approved
indirect rate, no other costs are allowed.

i Total billed professional charges by cost center related to physician services are
identified from provider records. Similarly, for each non-physician practitioner
type, the total billed professional charges are identified from provider records.

J. A physician cost to charge ratio for each cost center is calculated by dividing the
total costs for each cost center as established in paragraphs a-h of subsection 2 by
the total billed professional charges for each cost center as established in
paragraph i of subsection 2. For each non-physician practitioner type, a cost to
charge ratio is calculated by dividing the total costs for each practitioner type as
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established in paragraphs a-h of subsection 2 by the total billed professional
charges for each practitioner type as established in paragraph i of subsection 2.

K. The total professional charges for each cost center related to eligible uninsured
physician services, billed directly by UC, are identified using auditable UC
financial records. UCs must map the claims to their cost centers using information
from their billing systems. Each charge must be mapped to only one cost center to
prevent duplicate mapping and claiming. These charges must be associated with
services furnished during the period covered by the latest as-filed cost report.

For each non-physician practitioner type, the eligible uninsured professional
charges, billed directly by the UC, are identified using auditable UC financial
records. UCs must map the claims to non-physician practitioner type using
information from their billing systems. Each charge must only be mapped to one
practitioner type to prevent duplicate mapping and claiming. These charges must
be associated with services furnished during the period covered by the latest as-
filed cost report.

I The total uninsured costs related to physician practitioner professional services
are determined for each cost center by multiplying total uninsured charges as
established in paragraph k of subsection 2 by the respective cost to charge ratio
for the cost center as established in paragraph j of subsection 2.

For each non-physician practitioner type, the total uninsured costs related to non-
physician practitioner professional services are determined by multiplying total
uninsured charges as established in paragraph k of subsection 2 by the respective
cost to charge ratios as established in paragraph j of subsection 2.

m. The total uninsured costs eligible for SNCP claiming are determined by
subtracting all revenues received for uninsured physician practitioner services
from the uninsured costs as established in paragraph | of subsection 2. The
amount of the SNCP interim payment will be based on the costs for the period
coinciding with the latest as-filed cost report; the data sources for uninsured
claims are from the auditable UC records. All revenues received (other than the
SNCP professional payments being computed here in this section) for the
uninsured professional services will be offset against the computed cost; these
revenues include payments from or on behalf of patients and payments from other
payers. The total SNCP certifiable expenditures as computed above should be
reduced by 13.95% to account for non-emergency care furnished to unqualified
aliens. The costs of non-emergency care furnished to unqualified aliens are
eligible for federal matching funds under the DSH program only.
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n. The uninsured physician/practitioner amount computed in paragraph m above can
be trended to current year based on Market Basket update factor(s) or other
medical care-related indices as approved by CMS. The uninsured amount may be
further adjusted to reflect increases and decreases in costs incurred resulting from
changes in operations or circumstances as follows:

1) Physician/practitioner costs not reflected on the filed
physician/practitioner cost report from which the interim supplemental
payments are developed, but which would be incurred and reflected on the
physician/practitioner cost report for the spending year.

2 Physician/practitioner costs incurred and reflected on the filed
physician/practitioner cost report from which the interim supplemental
payments are developed, but which would not be incurred or reflected on
the physician/practitioner cost report for the spending year.

Such costs must be properly documented by the UCs and subject to review by the
State and CMS. The result is the uninsured physician/practitioner amount to be
used for interim SNCP payment purposes.

Interim Reconciliation of Physician and Non-Physician Practitioner Professional Services
Payments to Hospitals

The physician and non-physician practitioner SNCP payments determined under subsections 1
and 2, which are paid for services furnished during the applicable state fiscal year, are reconciled
to the as-filed Medi-Cal 2552 and UC physician/practitioner cost reports for the same year once
the cost reports have been filed with the State. The UC physician/practitioner cost report should
be filed, reviewed, and finalized by the State in a manner and timeframe consistent with the
Medi-Cal hospital cost report process. If, at the end of the interim reconciliation process, it is
determined that a provider received an overpayment, the overpayment will be properly credited
to the federal government; if a provider was underpaid, and the provider will receive an adjusted
payment amount. For purposes of this reconciliation the same steps as outlined for the interim
payment method are carried out except as noted below:

1. For the determinations made under paragraphs a through h of subsection 1 and
paragraphs a through j of subsection 2 of Section C, the costs and charges from the as-
filed physician/practitioner cost report for the expenditure year are used.

2. For the determinations made under paragraph i of subsection 1 and paragraph k of
subsection 2, uninsured professional charges for covered services furnished during the
applicable fiscal year are used. The State will perform those tests necessary to determine
the reasonableness of the uninsured physician/practitioner charges from the as-filed
physician/practitioner cost report. Only eligible uninsured data related to the furnishing
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of physician/practitioner professional medical services should be used in the
apportionment process.

3. For the determinations made under paragraph k of subsection 1 and paragraph m of
subsection 2, uninsured professional services furnished during the applicable state fiscal
year are used.

Final Reconciliation of Physician and Non-Physician Practitioner Professional Services
Payments to Hospitals

Once the Medi-Cal 2552 and the UC physician/practitioner cost report for the expenditure year
have been finalized by the State, a reconciliation of the finalized costs to all SNCP payments
made for the same period will be carried out, including adjustments for overpayments and
underpayments if necessary. The same method as described for the interim reconciliation will be
used except that the finalized Medi-Cal 2552 and UC physician/practitioner cost amounts and
updated uninsured data will be substituted as appropriate. If, at the end of the final reconciliation
process, it is determined that a hospital received an overpayment, the overpayment will be
properly credited to the federal government.

The following shall apply to determine the allowable costs of providing services to uninsured
individuals in government owned or operated non-hospital clinics (i.e., clinics that are not
hospital outpatient departments), for purposes of calculating certified public expenditures that
may be used to claim federal financial participation (FFP) from the Safety Net Care Pool
(SNCP).

Cost Finding Methodology — General Provisions

Costs, as determined under this Supplement, will be computed in accordance with Title 42 of the
Code of Federal Regulations (CFR) Part 413; the Provider Reimbursement Manual (CMS Pub.
15-1); and other applicable federal directives that establish principles and standards for
determining allowable costs and the methodology for allocating and apportioning those expenses
to the uninsured program, except as expressly modified in this Supplement.

The allowable SNCP non-hospital clinic costs determined under this methodology include direct,
ancillary, physician/non physician practitioner, and overhead costs, which are incurred in
providing health care services that are not identified as hospital services under the Special Terms
and Conditions and applicable State law to uninsured beneficiaries in eligible facilities, and
determined to be allowable under the regulations and publications specified above.

Allowable non-hospital clinic costs will be derived from the clinic’s general ledger and reported
on the approved clinic cost reporting forms. General ledger supporting schedules which group
costs into direct service and overhead cost centers will accompany the filed clinic cost reports.
Direct service costs and overhead expenses will be reported on separate cost center lines, and
non-allowable costs will either be reclassified to non-reimbursable cost centers or removed
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through discrete adjustments. Reclassifications and adjustments to the working trial balance,
including the assignment of costs to non-reimbursable cost centers, or and the discrete
disallowance of expenses, will be recorded on supporting schedules which will be submitted with
the approved cost reporting forms.

Clinic overhead costs will be equitably allocated to non-allowable activities based on the use of
such overhead costs by the non-allowable activities.

The allowable costs for non-hospital clinic services provided to uninsured patients will be based
on the clinic’s cost report which includes data for visits. The clinic cost report will determine the
per-visit cost for a patient. For the purposes of determining the per-visit cost, a “visit” is defined
as a face-to-face encounter between a clinic patient and health professional pursuant to paragraph
F, below, for which the services provided have been documented.

The per-visit cost will be multiplied by the number of uninsured visits to determine the total
uninsured costs for the clinic.

The total uninsured costs for the non-hospital clinics computed above must be offset by any
payments received by the clinic from or on behalf of the patient for such uninsured clinic
services. For purposes of the preceding sentence, payments and other funding and subsidies
made by a state or local government (e.g., state-only, local-only, or joint state-local health
programs) for services provided to indigents shall not be offset.

The net uninsured costs computed above will be reduced by 13.95 percent to account for non-
emergency care furnished to unqualified aliens.

Interim SNCP certified expenditures for non-hospital clinic services will be determined for each
fiscal period pursuant to the steps outlined above using the most recently available clinic cost
report (if appropriate trended to the current year based on Market Basket update factor(s) or
other health care related indices as approved by CMS), that are submitted to the State in
conjunction with the Interim Hospital Payment Rate Workbook.

Interim Reconciliation

The certified expenditures for non-hospital clinic services for each fiscal period will be subject to
an interim reconciliation. Allowable costs will be computed pursuant to the steps described in
subparagraphs A.1 through A.8, above, using cost, visit, and payment data from each clinic’s as-
filed cost report and other supplemental data for the applicable fiscal period that are submitted to
the State in conjunction with the Interim Hospital Payment Rate Workbook.

The State may, if appropriate, make adjustments to costs reported on the as-filed cost report
based on the results of the most recently completed audit, settlement or appeal determination of a
prior year cost report.

The State will adjust the amount of SNCP funds claimed and any overpayment will be credited
to the federal government.

Final Reconciliations
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The certified expenditures for non-hospital clinic services for each fiscal period will be subject to
a final reconciliation. Allowable costs will be computed pursuant to the steps described in
subparagraphs A.1 through A.9, above, using cost, visit, and payment data from the clinic’s cost
report for the applicable fiscal period and other supplemental data for the period submitted in
conjunction with the Interim Hospital Payment Rate Workbook that is finalized by the State
during its audit and settlement process..

The State will adjust the amount of SNCP funds claimed and any overpayment will be credited
to the federal government.

Eligible Clinic Reporting Requirements

The governmental entity that reports on behalf of any eligible non-hospital clinic must do all of
the following:

Report costs annually on cost reporting forms approved by the State. The clinics will use clinic
cost reporting forms that are modeled on the CMS approved Federally Qualified Health Center
(FQHC) cost reporting form, and that have been approved by the State and CMS.

Complete the cost report which is due five months after the fiscal period in order to submit the
annual workbook and cost certification to the State in a timeframe specified by the State.
Provide evidence supporting the cost report and the cost determination as specified by the State.
Keep, maintain and have readily retrievable, such records as specified by the State to fully
disclose reimbursement amounts to which the eligible clinic is entitled, and any other records
required by CMS.

Definition of Visit

For the purposes of determining the per-visit cost pursuant to paragraph A, above, a “visit” is
defined as a face-to-face encounter between a clinic patient and a physician, physician assistant,
nurse practitioner, clinical psychologist, or licensed clinical social worker, hereafter referred to
as a “health professional.” For purposes of this paragraph E, “physician” includes the following:

@ A doctor of medicine or osteopathy authorized to practice medicine and surgery by the
State and who is acting within the scope of his/her license.

(b) A doctor of podiatry authorized to practice podiatric medicine by the State and who is
acting within the scope of his/her license.

(© A doctor of optometry authorized to practice optometry by the State and who is acting
within the scope of his/her license.
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(d) A doctor of chiropractics authorized to practice chiropractics by the State and who is
acting within the scope of his/her license.

(e) A doctor of dental surgery (dentist) authorized to practice dentistry by the State and who
is acting within the scope of his/her license.

Inclusion of a professional category within the term “physician” is for the purpose of
determining a per visit cost, and not for the purpose of defining the types of services that these
professionals may render during a visit (subject to the appropriate license).

Encounters with more than one health professional and multiple encounters with the same health
professional that take place on the same day and at a single location constitute a single visit.
More than one visit may be counted on the same day (which may be at a different location) in
either of the following situations:

(@) When the clinic patient, after the first visit, suffers illness or injury requiring another
diagnosis or treatment, two visits may be counted.

(b) When the clinic patient is seen by a dentist and sees any one of the following providers:
physician (as defined in subparagraphs (1)(a) through (1)(e), above), physician assistant, nurse
practitioner, clinical psychologist, or licensed clinical social worker, two visits may be counted.
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The Special Terms and Conditions (STCs) for California’s Bridge to Reform section 1115(a)
Medicaid Demonstration, approved by the federal Centers for Medicare and Medicaid Services
(CMS) on November 2, 2010, allow the State to use allowable costs in Designated State Health
Programs (DSHPs) incurred from November 1, 2010 through October 31, 2015 for federal
claiming against the Safety Net Care Pool (SNCP).

DSHPs, as described under this Supplement, have two components, State Only Medical
Programs (SOMPs) and Workforce Development Programs (WDPs). SOMPs are the following
eleven programs funded with state and/or local funds:

California Children Services (CCS);

Genetically Handicapped Persons Program (GHPP);

Medically Indigent Adult Long-Term Care (MIA/LTC);

Breast & Cervical Cancer Treatment Program (BCCTP);

County Medical Services Program (CMSP) — for the period November 1, 2010 through
December 31, 2011;

Expanded Access to Primary Care (EAPC);

AIDS Drug Assistance Program (ADAP);

County Mental Health Services for the Uninsured (CMHS);

Every Woman Counts (EWC); Prostate Cancer Treatment Program (PCTP);
Department of Developmental Services (DDS)

The allowable costs incurred in the SOMPs for claiming against the SNCP relate strictly to
expenditures for uncompensated care provided to individuals with no sources of third party
insurance coverage. All costs claimed must be reasonable, allowable, and allocable under OMB
Circular A-87.

To determine allowable SNCP costs and the associated SNCP reimbursement when such costs
are incurred by the State and/or the local government as certified public expenditures (CPES), the
following steps must be taken to ensure federal financial participation (FFP):

I. CERTIFIED PUBLIC EXPENDITURES — DETERMINATION OF ALLOWABLE
COSTS FOR CCS, GHPP, MIA/LTC, BCCTP, CMSP, EAPC, ADAP, EWC, PCTP, and
DDS

A. General Provisions

Program costs, for each program described above, mean the total expenditures incurred in the
State Fiscal Year (SFY) ended June 30 from all the funding sources. Allowable DSHP
expenditures will be applied against each Demonstration Year using the date of service
information from each paid claim.

Net program costs are program costs for health care services only.
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DSHP costs, for each program described above, are net program costs funded by the State and/or
local funds.

Allowable DSHP costs are DSHP costs for health care services which are allowable under
section 1905(a) of the Social Security Act, rendered to the uninsured population.

Allowable SNCP costs, for each program described above, except for CMSP, are limited to the
allowable DSHP costs incurred for the months of Demonstration Year (DY) per the STCs.
Allowable SNCP costs for CMSP are limited to the allowable DSHP costs incurred for the
period of November 1, 2010 through December 31, 2011.

For the purpose of interim claiming, the estimated program costs for each SFY are the budget
amount of Fund Appropriation for the applicable fiscal period that the State and other funding
authorities commit to each SOMP. The estimated program cost for each fiscal period is reduced
by funding for administrative activities to arrive at estimated net program cost. Estimated net
program cost is reduced by budgeted funding from non-State, non-local sources to arrive at
estimated DSHP cost. Estimated DSHP cost is multiplied by an interim allocation percentage to
arrive at the estimated allowable SNCP cost for the fiscal period.

For SFY 2010-11, the interim allocation percentage, for each program described above, is the
ratio of total allowable SNCP costs from November 1 to June 30 of the prior period to the total
twelve-month DSHP costs of the prior period.

For SFYs 2011-12, 2012-13, and 2014-15, the interim allocation percentage, for each program
described above, is the ratio of total allowable SNCP costs from July 1 to June 30 of the prior
period to the total twelve-month DSHP costs of the prior period.

For SFY 2015-16, the interim allocation percentage, for each program described above, is the
ratio of total allowable SNCP costs from July 1 to October 31 of the prior period to the total
twelve-month DSHP costs of the prior period

Costs associated with providing non-emergency services to non-qualified aliens cannot be
claimed against the SNCP. To implement this limitation, 13.95 percent of total certified public
expenditures for services to uninsured individuals will be treated as expended for non-emergency
care to non-qualified aliens. The State will implement this requirement for the following DSHPs:

e CCS, GHPP, CMSP, EAPC, ADAP, EWC, PCTP, and DDS- A 13.95 percent reduction
factor is applied to the total certified SNCP expenditures before costs are claimed.

e MIA/LTC and BCCTP - No reduction factor is applied to the total certified SNCP
expenditures before costs are claimed. There are no unqualified aliens receiving services
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under the MIA/LTC program. Expenditures related to non-emergency services for
unqualified aliens under the BCCTP will be identified and excluded by aid codes.

B. Program Description

California Children Services (CCS)

CCS provides diagnostic and treatment services, medical case management, and physical and
occupational therapy health care services to children under 21 years of age.

Genetically Handicapped Persons Program (GHPP)

GHPP provides comprehensive health care coverage for persons over 21 years of age with
specified genetic disease, including cystic fibrosis, hemophilia, sickle cell diseases and
thalassemia, and chronic degenerative neurological diseases.

Medically Indigent Adult Long-Term Care (MIA/LTC)

MIA/LTC provides the medically necessary services required as part of the patient’s day-to-day
plan of care in the long-term care facility, including pharmacy, support surface and therapies.
Breast and Cervical Cancer Treatment Program (BCCTP)

BCCTP provides cancer treatments for eligible low-income California (CA) residents who are
screened by Cancer Detection Program and Family Planning, Access, Care and Treatment
(Family PACT).

* Eligibility

CCS: A child under 21 years old with family income of $40,000 or less is a resident of CA and
has out-of-pocket medical expenses expected to be more than 20% of family adjusted gross
income.

GHPP: California residents ages 21 years or older have genetic conditions specified in the CA
Code of Regulations, Title 17, Section 2932.

MIA/LTC: Individuals age 21 or older and under 65 year of age who do not have linkage to
another program and who are US citizens or legal residents and are residing in a Nursing Facility
Level A or B.

BCCTP: A CA resident, who is male of any age or any immigration status, a female under 65
years of age with non-citizen or unsatisfactory immigration status, or a female 65 years of age or
older, has been screened and found in need of treatment for breast and/or cervical cancer, follow-
up care for cancer or precancerous cervical lesions/conditions.

* Funding Sources/Flow
CCS, GHPP, MIA/LTC, and BCCTP are State-Only funded programs and funded by the State
General Funds. The State fiscal intermediary pays the program claims.

* DSHP Costs

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 162 of 618



Attachment F — Supplement 3
Funding and Reimbursement Protocol for
Claiming Against the Safety Net Care Pool (SNCP)
Determination of Allowable Costs to Uninsured Individuals in Designated State Health

Programs

CCS, GHPP, MIA/LTC and BCCTP services are Medicaid-like services. The total program
costs for each program funded by the State General Fund for the uninsured population will be
used to determine allowable DSHP costs for SNCP reimbursement.

* Report Format

CCS, GHPP, MIA/LTC, and BCCTP program costs will be compiled from the State fiscal
intermediary Paid Claims Data using the specific Aid Codes to identify eligibility and the
specific Billing Provider Type to identify the services types by date of services.

County Medical Services Program (CMSP)

CMSP provides comprehensive health care services, including hospital inpatient and outpatient
services, professional medical services, pharmacy, dental, and vision services, to medically
indigent adults residing in California counties. Excluded benefits under CMSP include
pregnancy-related services, long-term care or skilled nursing facility services, psychological
services provided by non-psychiatrist providers, and methadone maintenance services.

* Eligibility

California residents ages 21 through 64 who are citizens of the US, national of the US, or an
alien lawfully admitted for permanent residence, reside in a CMSP participating county, have an
income at or below 200 percent of the federal poverty level (FPL), and who are not eligible for
Medi-Cal benefits and are not otherwise insured.

* Funding Sources/Flow

Currently, CMSP is funded exclusively by State Realignment funds (motor vehicles license fees
and sales taxes) and county general funds. All CMSP funds are permissible sources for the non-
federal share of payments under the SNCP. The CMSP Governing Board, through its
contractors, is responsible for providing policy direction, setting program eligibility
requirements, determining the scope of covered health care benefits, and setting the payment
rates paid to health care providers. The State Realignment revenue allocated to CMSP is directly
deposited into a Governing Board account used to pay CMSP program cost. The authorized
contractors issue checks from the Governing Board account for the payment of claims.

* DSHP Costs

CMSP services are Medicaid-like services. CMSP total program costs funded by State
Realignment funds and county general funds will be used to determine allowable DSHP costs for
SNCP reimbursement.

* Report Format

CMSP program costs will be compiled from CMSP Paid Claims Data using specific Aid Codes
to identify eligibility and Billing Provider Type to identify the service category by date of
Services.
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Expanded Access to Primary Care Program (EAPC)

EAPC was established to improve the quality and expand the access of outpatient health care for
medically indigent persons residing in under-served areas of California. The program
reimburses community-based primary care clinics, which are primarily Federally Qualified
Health Centers (FQHCs) or rural health centers, for uncompensated care visits on a per visit
basis. Primary care clinics are funded by EAPC for the delivery of comprehensive primary and
preventive health care services, including medical diagnosis, treatment, support, and smoking
prevention and cessation health education.

* Eligibility

Individuals in families with incomes at or below 200 percent of the FPL who do not have third
party coverage for any medical services. EAPC is not available to those individuals who are
eligible for Medi-Cal services, with the exception of individuals who are eligible for limited
Medi-Cal benefits, such as pregnancy services, and emergency services, or recipients of care
under the EAPC who have unmet Medi-Cal share of costs.

* Funding Sources/Flow

EAPC is mainly funded by the Cigarette and Tobacco Products Surtax Fund, authorized by the
Tobacco Tax and Health Protection Act of 1988 (Proposition 99) and the State General Fund.
The program also receives federal Title V funds for expenditures incurred in the California
Department of Public Health (CDPH) Children’s Medical Services Program, which requires a
state match. Federal Title V and Proposition 99 funds are deposited into the State General Fund
to pay claims. The State fiscal intermediary pays the program claims.

* DSHP Costs

EAPC services are Medicaid-like services except for the share of cost payments covered under
the program for a limited number of EAPC participants. EAPC total program costs funded by
the Proposition 99 funds and the State General Fund, net of federal matching requirement and
costs incurred for payments for Medi-Cal share of costs or payments for services furnished to
individuals who are eligible for limited Medi-Cal, will be used to determine allowable DSHP
costs for SNCP reimbursement.

* Report Format

EAPC program costs will be compiled from EAPC Paid Claims Data using the specific Aid
Codes to identify the eligibility and the EAPC Billing Codes to identify the services types by
date of services.

AIDS Drug Assistance Program (ADAP)

ADAP, established in 1987, provides prescription drug coverage for the HIV positive uninsured
and under-insured individuals who are HIV positive, to ensure that they have access to
medication. The Ryan White Comprehensive AIDS Resources Emergency (CARE) Act of 1990
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established the ADAP nationally and provides the federal fund (CARE Act Fund) for this
program.

* Eligibility

HIV-infected individuals who are California residents and 18 years of age or older who:
e Have a Federal Adjusted Gross Income (FAGI) that does not exceed $50,000;
e Have a valid prescription from a licensed California physician; and
e Have limited or no prescription drug benefits from another source.

Federal and State laws require that ADAP funds be used as the payer of last resort and ensure
that ADAP is used only after all other potential payer options are exhausted. ADAP participants
with limited prescription drug benefits will be eligible for financial assistance in meeting their
out-of-pocket costs or premiums payment assistance. ADAP also pays the Share of Cost for
individuals who are Medi-Cal beneficiaries.

* Funding Sources/Flow

ADAP is funded by the State General Fund, the Federal fund (CARE Act Fund), and the Special
Fund (drug rebate). CDPH is the State’s grantee for the federal CARE Act Fund. CDPH is
required to meet the annual federal maintenance of effort (MOE) requirements for the grant.
Federal CARE Act and Special Funds are deposited into the State General Fund to pay claims.
The State pays the program claims.

* DSHP Costs

ADAP services are Medicaid-like services except for payments of share of cost for a limited
number of ADAP participants. ADAP program costs funded by the State General Fund and
Special Fund that are not used for the CARE Act MOE and matching requirements, net of costs
incurred for Medi-Cal share of cost payments or costs incurred for individuals who are otherwise
insured, will be used to determine allowable DSHP cost for SNCP reimbursement.

* Report Format

ADAP program costs will be compiled from ADAP Paid Claims Data by funding sources and
the eligible population. Claims data is compiled from CDPH paid claims database.

Every Woman Counts (EWC)

EWC is a cancer detection programs that provides CA low income, uninsured and medically
underserved women access to screening, and diagnostic services for breast and cervical cancer.
EWC offers multi-faceted, early detection and diagnosis services for breast and cervical cancer,
coupled with continuous monitoring to reduce missed or delayed cancer diagnoses. EWC
provides the direct services including: (1) screening and diagnostic mammaography; (2) clinical
breast exams; (3) pelvic exams; (4) case management, including follow—up and referrals for
abnormal screens; and (5) cervical cancer screening.
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* Eligibility

CA female residents with household income at or below 200 percent of the Federal poverty level
have no medical insurance coverage for these services or have a high insurance deductible or co-
payment and are not getting these services through Medi-Cal or another government-sponsored
program. To receive free breast cancer screening services, the individuals must be at least 40
years of ages; to receive free cervical cancer prevention services, the individuals must be at least
25 years of age.

* Funding Sources/Flow

EWC is mainly funded by a federal grant from Disease Control and Prevention (CDC), the
tobacco tax revenue, including the Breast Cancer Control Account (BCCA) fund and Proposition
99 fund, and State General Fund. At least 60% of EWC’s federal CDC grant must be spent on
direct services. After meeting this 60 percent obligation, remaining federal grant funds can be
spent for program administration. The CDC grant requires MOE in addition to a three to one
matching requirement. The program delivers these direct services through a statewide network
of medical providers who enroll women into the program and submit claims to EWC to be
reimbursed for delivering the clinical services.

* DSHP Costs

EWC services are Medicaid-like services. EWC total program costs, which are reduced by any
program costs for services provided to individuals with high insurance deductible or co-payment
and funded by State General Fund, BCCA fund, and Proposition 99 fund that are not used for
CDC MOE and matching requirements, will be used to determine allowable DSHP costs for
SNCP reimbursement.

* Report Format
EWC program costs will be compiled from EWC Paid Claim Data by the eligible population.
Claims data is compile from CDPH paid claims database.

Prostate Cancer Treatment Program (PCTP)

PCTP provides prostate cancer early detection, diagnosis, and comprehensive treatment services
to low-income and uninsured men to prevent and reduce the devastating effects of prostate
cancer. The direct treatment services include brachytherapy, chemotherapy, hormone therapy,
orchiectomy, radical retropubic prostatectomy, radiation therapy, transurethral resection of the
prostate and active surveillance. In addition to the direct treatment services, PCTP also offers
support services, such as psychosocial therapy, nutrition counseling, patient education,
incontinence supplies and transportation assistance. PCTP is administered through a contract
with the University of California, Los Angeles (UCLA).

* Eligibility
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CA male residents, who are 18 years old or older with household income at or below 200 percent
of the Federal poverty level, have no medical insurance coverage for these services and do not
qualify for Medicare or Medi-Cal.

* Funding Sources/Flow

PCTP is funded by State General Fund. Eighty seven percent of the total contract funding shall
be used for direct patient care. No less than seventy percent of the total contract funding shall be
expended on direct patient care treatment, which is defined as funding for fee-for-service
providers for Medi-Cal eligible services at established Medi-Cal rate.

* DSHP Costs

PCTP services for direct patient care treatment are Medicaid-like services. PCTP is the payer of
last resort for men who are not eligible for Medi-Cal or Medicare and have no access to local or
county resources. PCTP total program costs incurred for direct patient care treatment will be
used to determine allowable DSPH costs for SNCP reimbursement.

* Report Format
PCTP program costs will be compiled from PCTP Paid Claim Data by treatment category and by
the eligible population.

Department of Developmental Services (DDS)

DDS is responsible under the Lanterman Developmental Disabilities Services Act (Lanterman
Act) for ensuring that more than 246,000 people with developmental disabilities receive the
services and supports needed to live independent and productive lives. These disabilities include
mental retardation, cerebral palsy, epilepsy, autism and related conditions. Services are
delivered directly through four state-operated developmental centers and one community facility
(Developmental Center Services), and under contract with a statewide network of 21 private,
nonprofit regional centers (Community Based Services).

The Lanterman Act establishes an entitlement to services and supports for persons with
developmental disabilities and their families that are determined through an individualized
planning process that occurs after a series of discussions or interactions among a team of people
including the person with a developmental disability, their family (when appropriate), regional
center representative(s) and others. The Individual Program Plan (IPP) may include a wide array
of services such as: residential, day program and employment, independent and supported living,
transportation, behavioral, respite and other family supports, and case management/service
coordination. Regional centers are payers of last resort, requiring consumers to access generic
resources when available to meet their individual needs.

*Eligibility
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A person with a developmental disability that originates before an individual attains age
18 years, continues, or can be expected to continue, indefinitely, and constitutes a
substantial disability for that individual, as defined in California Welfare and Institutions
Code (W&I Code) Section 4512. A developmental disability includes mental retardation,
cerebral palsy, epilepsy, autism, and disabling conditions found to be closely related to
mental retardation or to require treatment similar to that required for individuals with
mental retardation. It does not include conditions that are solely physical in nature.
Infants and toddlers (age 0 to 36 months) who have a developmental delay (defined in
Section 95014 of CA Government Code) also receive services from DDS.

*Funding Sources/Flows
DDS Community-Based Services are funded by the following funding sources:
State Funds:

State General Fund

Mental Health Services Fund

California Children and Family Trust Fund (Proposition 10 funding to create a
comprehensive and integrated system of information and services to promote early
childhood development (from prenatal to age 5) and school readiness, including
community health care, quality child care, and education programs for young children)

Federal Funds:

Others:

Medicaid (e.g. Home and Community Based Services Waiver (HCBS), Medicaid
Administration, Targeted Case Management, 1915(i) State Plan Amendment, and Money
Follows the Person Grant)

Title XX Block Grant (no State match or MOE is required)

Early Start Program Grant for infants and toddlers age 0 to 36 months

Foster Grandparents Program (administrative funding supports the volunteer program
that establishes person-to-person relationship between low income senior, age 55 years or
older, and children with intellectual disabilities)

Homeland Security Grant (funding to regional centers for equipment, training, and
exercise to prevent, respond to, and recover from acts of terrorism and other catastrophic
events)

Program Development Fund (fees assessed to parents of children under the age of 18 who
receive 24-hour out-of-home services purchased with State funds through a regional
center)

Vocational Rehabilitation (funding by HCBS and GF for transportation expenditures)
Developmental Disabilities Services Account (application fees paid by housing
developers to reimburse DDS’ costs for review and approval of the housing proposals)
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The above represents all funding received by DDS for community-based services.

The federal funds are deposited into the State General Fund as reimbursement for appropriate
claims initially paid from the General Fund.

*DSHP Costs

DDS services to individuals not eligible for Medi-Cal are Medicaid-like services in that they are
the same services as State plan approved services and services provided under approved HCBS
waivers for Medi-Cal beneficiaries. DDS services applicable to this claiming protocol include
uninsured Medicaid-like services provided under Community Based Services to individuals age
3 years and older, including assessment, evaluation and diagnostic services.

Allowable DSHP costs will be the community-based Purchase of Services (POS) expenditures,
which exclude administrative expenditures, adjusted for the following exclusions:

DDS community-based POS costs that are not related to Medicaid-like healthcare services,
including:
e POS contract costs
e Expenditures for Community Placement Plan (funds paid to regional centers for
permanent housing placement)
e Expenditures for Medical Facilities (payments to Intermediate Care Facilities and
Developmentally Disabled Continuous Nursing Care for services not eligible for Medi-
Cal).
e Propposition 10/California & Family Trust Fund expenditures (funds paid to regional
centers for development of comprehensive and integrated system of information and
services to promote early childhood development and school readiness).

DDS community-based POS costs related to Medicaid-like healthcare services funded by other
payers, including:
e Expenditures for Early Start program (including federal funds and State matching/MOE
funds)
e Expenditures for services to Medi-Cal beneficiaries(including federal funds, State
matching funds, and VVocational Rehabilitation funds)
e Expenditures related to services eligible for Federal Title XX funds
e Program Development Fund

*Report Format

DDS program costs will be compiled from DDS POS Claims Data file using Eligibility Codes to
identify the uninsured population, Budget Codes to identify the funding sources, and Service
Codes to identify the eligible services.
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C. DSHP Interim Claiming

The purpose of DSHP interim claiming is to provide an interim payment that will approximate
the allowable costs for Medicaid-like services in SOMPs that are eligible for FFP through the
CPE process.

For each demonstration year, the process of determining the allowable costs eligible for FFP
begins with the use of most recently completed Paid Claims Data reports for CCS, GHPP,
MIA/LTC, BCCTP, CMSP, EAPC, ADAP, EWC, PCTP, and DDS. The fiscal year covered by
the most recently completed Paid Claims Data reports will serve as the prior period.

The net program costs, for each program described above, will be determined by using the most
recently completed Paid Claims Data report provided by its governing agency. The costs from
the Paid Claims Data report represent net program costs incurred by the governing agency for
medical services and are net of any self-payment or copayments made by or on behalf of the
patients.

Net program costs are reduced by other funding and subsidies made by a federal government,
MOE and other matching requirements, or other third party to the program costs to arrive at the
computed DSHP costs.

DSHP costs are further reduced by any program costs incurred for payments made for non-
Medicaid-equivalent services or payments for services furnished to any individuals who are
otherwise insured. The result is the allowable DSHP costs.

Allowable SNCP costs are determined as the following:

SFY2010-11: The allowable SNCP costs are the allowable DSHP costs incurred for November —
June of the prior period.

SFY 2011-12 to FY 2014-15: The allowable SNCP costs are the allowable DSHP costs incurred
for the prior period.

SFY 2015-16: The allowable SNCP costs are the allowable DSHP costs incurred for July —
October of the prior period.

An interim allocation percentage is computed by dividing the allowable SNCP costs for each
fiscal year by the total DSHP costs from Step 3 computed above.

SFYs 2010-2011 to 2015-2016 DSHP costs will be computed pursuant to the step 3, except for
interim claiming purposes, the DSHP costs will be based on budgeted appropriations and funding
amounts rather than actual paid claims reports.

Interim certified public expenditures of the DSHPs will be equal to the amounts of SFY's 2010-
11 to 2015-2016 DSHP costs in Step 6 multiplied by the interim allocation percentage for the
applicable fiscal period computed in step 5 and reduced by 13.95 percent as described in
subsection A to account for non-emergency care furnished to non-qualified aliens.

SNCP interim claiming for the federal reimbursement will be made quarterly based on the
interim certified public expenditures as computed above.

D. Final Reconciliation of DSHP Interim Claiming
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The DSHP interim certified public expenditures will be reconciled based on the actual Paid
Claims Data for the applicable fiscal periods as finalized by its governing agencies for each
program.

Allowable SNCP costs for each SFY will be computed pursuant to the steps described in
subsection C.1 through C.5 above, using actual paid claims reports and actual funding and
expenditure amounts for each SFY.

The State will adjust, as necessary, the aggregate amount of interim SNCP funds claimed based
on the total certified DSHP expenditures determined under this final reconciliation. If, at the end
of the final reconciliation process, it is determined that SNCP funding was over-claimed, the
overpayment will be properly credited to the federal government.

1. CERTIFIED PUBLIC EXPENDITURES — DETERMINATION OF ALLOWABLE
COSTS FOR CMHS

A. Cost Finding Methodology

California counties, which receive federal and state funds for providing public mental health
services, are required to submit a fiscal year-end (July to June) Mental Health Cost Report with
the Department of Mental Health (DMH) by December 31 following the close of each fiscal
year. The cost report forms, cost determination, and allocation methodologies are approved by
the State and in compliance with the Federal Medicaid regulations.

County total mental health costs are reported in four primary groups of service categories:
Administrative Costs.

Research & Evaluation Costs.

Utilization Review Costs.

Direct Service Costs.

The eligible SNCP costs are direct service costs funded by the State Realignment Funds and
Mental Health Services Act (MHSA) Fund incurred by each county for the furnishing of mental
health services allowable under Section 1905(a) of the Social Security Act to uninsured
individuals.

The allowable SNCP costs, computed under this Supplement, are limited to the eligible SNCP
costs incurred for months of DYs. Allowable SNCP costs claimable under this Supplement
should not include any uninsured mental health costs incurred by counties which operate
Designated Public Hospitals (DPHSs); such uninsured costs are separately addressed in
Attachment F - Supplement 4.
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Costs associated with providing non-emergency services to non-qualified aliens cannot be
claimed against the SNCP. A 13.95 percent reduction factor is applied to the total certified SNCP
expenditures before costs are claimed.

B. Summary of Mental Health Cost Report

The Mental Health Cost Report includes

Detail Cost Report: Detail forms for each legal entity, including county and contract providers.
Summary Cost Report: Aggregate county mental health costs for the Fiscal Year.

Legal entity means each county mental health department or agency and each private provider
furnishing public mental health services under contract with the county department or agency.

Direct service costs are reported by Modes of Service (MS) and Service Functions (SF). MS
describes a classification of service types. SF identifies the specific type of service received
under a MS.

Allowable SNCP costs are captured by the following MS and SF (which represent specialty
mental health services that would be covered by Medi-Cal if furnished to Medi-Cal recipients):
05 (Hospital Inpatient and other 24 Hour Services)

SF 10-18: Local Hospital Inpatient

SF 19: Hospital Administrative Days

SF 20-29: Psychiatric Health Facility

SF 40-49: Adult Crisis Residential

SF 65-79: Adult Residential

10 (Less than 24 Hour Day Treatment Program Services)

SF 20-29: Crisis Stabilization

SF 81-89: Day Treatment Intensive

SF 91-99: Day Rehabilitation

15 (Outpatient Services) All SFs.

The above MS and SF do not include any service that is subject to the Institutions for Mental
Diseases (IMDs) exclusion per Section 1905(a) of the Social Security Act.

MH 1901 Schedule B (Worksheet for Units of Service and Revenue by Mode & Service
Function

The individual legal entity’s worksheet for units of service by MS and SF codes under the
following categories

Medi-Cal Units:

Regular Medi-Cal

Medicare/Medi-Cal Crossover

Enhanced Medi-Cal (Children and Refugees)

Healthy Families
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Non Medi-Cal Units

MH 1901 Schedule C (Allocated costs to Mode of Service & Service Function)
The individual legal entity’s supporting documentation to distribute the direct service costs to
MS and SF.

MH 1960 (Calculation of Program Costs)
The individual legal entity’s worksheet to identify the allowable costs for allocation applicable to
the four major service categories.

MH 1966 (Allocation of Costs to Service Function — Mode Total)

The individual legal entity’s worksheet to compute the cost per unit and the allocation costs to
SFs. The units of service are derived from MH 1901 Schedule B; the total allocated costs are
derived from MH 1901 Schedule C.

MH 1992 (Funding Sources)
The individual legal entity’s total mental health costs by funding sources and service categories.

MH 1992 SUM (Summary Funding Sources)

The county total mental health costs (from all reporting legal entities) by funding sources and
service categories.

C. DSHP Interim Claiming

The process of determining the allowable SNCP costs eligible for FFP begins with the use of
most recently filed Mental Health Cost Report. The period covered by this most recently filed
cost report will serve as the base period for interim payment computation.

Cost per unit for each SF will be computed by using the total direct service costs from MH 1901
Schedule C divided by the total units of service from MH 1901 Schedule B.

Non Medi-Cal units of service form MH 1901 Schedule B will be reduced, using additional
auditable county and provider records, to determine the uninsured units of service.

Cost per unit will be multiplied by the number of uninsured units of service computed above for
each eligible SF to determine the total uninsured costs. If a legal entity has a contract with the
county limiting its cost per unit and the contracted cost per unit is lower than the cost per unit
computed in the cost report, the lower contracted cost per unit will be used to determine the total
uninsured costs for the legal entity.

The total uninsured costs computed above can be trended to current year based on Consumer
Price Index (CPI) for U.S City Average by commodity for Hospital and related services.
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In order to identify the total uninsured costs funded by the State Realignment Funds and the
MHSA Fund, the State will compute the allocation percentage based on funding sources for each
direct service MS. By using the Summary Cost Report, MH 1992 SUM, the Realignment Funds
and MHSA Funds for each direct service MS will be adjusted to exclude the matching funds
used for Short-Doyle/Medi-Cal and Healthy Families FFP.

The allocation percentage for each direct service MS is the ratio of direct service costs funded by
the net State Realignment Funds and MHSA Funds computed above to the total direct service
costs from all funding sources.

The eligible SNCP costs will be the total trended uninsured costs for each MS computed in step
3 multiplied by the applicable allocation percentage.

Uninsured mental health costs claimable under this Supplement do not include uninsured mental
health costs incurred by counties which operate DPHs; those costs are addressed in Attachment F
- Supplement 4. Furthermore, any county uninsured mental health costs incurred for other SNCP
claiming, , such as the Medicaid Coverage Expansion and the Health Care Coverage Initiative,
will be offset against the computed eligible SNCP costs.

The net eligible SNCP costs will be multiplied by the following ratio to determine the allowable
SNCP costs:

SFY 2010-11: 67.67% (8 months over 12 months)
SFYs 2011-12 to 2014-15: 100%
SFY 2015-16: 33.33% (4 months over 12 months)

Interim certified public expenditures for CMHS are the allowable SNCP costs computed above
reduced by 13.95 percent to account for non-emergency care furnished to non-qualified aliens.

DSHP interim claiming for federal reimbursement will be made quarterly based on the interim
certified public expenditures as computed above.

D. Interim and Final Reconciliations of DSHP Interim Claiming
The interim certified public expenditures for CMHS will be first reconciled based on the Mental
Health Cost Reports for the applicable fiscal years accepted by DMH.

The interim certified public expenditures for CMHS will also be subsequently reconciled based
on Mental Health Cost Reports for the applicable fiscal years as settled and audited by DMH.

Allowable SNCP costs for each SFY will be computed pursuant to the steps described in
subsection C, except that the cost report for the applicable SFYs will be used to determine actual
expenditures incurred. For DY 10, allowable SNCP costs for the partial period of July 1, 2015
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through October 31, 2015 will be computed pursuant to the steps described in subsection C,
except that the cost report for the SFY 2015-2016 will be used to determine actual expenditures
incurred.

If legal entities costs are not fully reimbursed by the county, such as the application of legal
entity contract limits, thereby reducing actual expenditures incurred by the county below legal
entity costs, such reduction must be proportionately applied to the allowable SNCP costs. The
State will adjust, as necessary, the aggregate amount of interim SNCP funds claimed based on
the total certified SNCP expenditures determined under this final reconciliation. If, at the end of
the final reconciliation process, it is determined that SNCP funding was over-claimed, the
overpayment will be properly credited to the federal government.

Any prospective revision to the Medi-Cal mental health cost reports, as approved by CMS, must
be incorporated into the mental health cost reporting methodology used in this CPE protocol.
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This Attachment F-Supplement 4 addresses mental health costs incurred by county mental health
plans in those counties that operate Designated Public Hospitals (“DPHs”). This Supplement 4
addresses the allowable certified public expenditures (“CPEs”) for the Safety Net Care Pool
(“SNCP”) for such counties that are based on the cost of mental health services provided to
uninsured individuals by county owned and operated non-hospital clinics (i.e., clinics that are not
hospital outpatient departments) and county expenditures for mental health services to uninsured
individuals under contracts with other providers.

The allowable SNCP mental health costs incurred by counties that do not operate DPHSs are
addressed in Attachment F-Supplement 3.

The allowable costs incurred by county mental health plans in counties that operate DPHSs for
claiming against the SNCP relate strictly to individuals who have no sources of third party
insurance coverage for the mental health services they receive and who receive Medicaid-like
services, in other words, mental health services that would have been eligible for federal
reimbursement under Title X1X if these individuals were eligible under the Medi-Cal program.

To determine the allowable SNCP costs and the associated SNCP reimbursement when such
costs are incurred by a county, the following steps must be taken to ensure federal financial
participation (“FFP”).

l. DETERMINATION OF ALLOWABLE COSTS FOR MENTAL HEALTH INPATIENT
AND OUTPATIENT SERVICES PROVIDED TO UNINSURED INDIVIDUALS BY
COUNTY HOSPITALS

A. The costs of mental health services provided by a county hospital to uninsured inpatients
and uninsured outpatients will be included in the Interim Hospital Payment Rate Workbook, in
accordance with the cost finding guidelines set forth in Attachment F.

B. The payments to a county hospital for mental health services provided by a county
hospital to uninsured inpatients and uninsured outpatients will be determined in accordance with
the provisions for SNCP payments as set forth in Attachment F, including the provisions for
interim reconciliations and final reconciliations.

C. The costs of physician and non-physician practitioner professional mental health services
provided to uninsured inpatients and uninsured outpatients at a county hospital will be included
in the Interim Hospital Payment Rate Workbook, in accordance with the cost finding guidelines
set forth in Attachment F, Supplement 1, entitled SNCP Payments-Physician and Non-Physician
Professional Services, including the provisions for interim reconciliations and final
reconciliations.

D. The payments to a county hospital for professional mental health services provided by
physicians and non-physician practitioners at a county hospital will be determined in accordance
with the provisions for SNCP payments set forth in Attachment F-Supplement 1, entitled SNCP
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Payments-Physician and Non-Physician Professional Services, including the provisions for
interim reconciliations and final reconciliations.

. CERTIFIED PUBLIC EXPENDITURES — DETERMINATION OF ALLOWABLE
COSTS FOR COUNTY MENTAL HEALTH SERVICES PROVIDED TO UNINSURED
INDIVIDUALS OTHER THAN IN COUNTY HOSPITALS

A. Cost Finding Methodology
California counties, which receive federal and state funds for providing public mental health
services, are required to submit a fiscal year-end (July to June) Mental Health Cost Report to the
Department of Health Care Services (“DHCS”) by December 31 following the close of each
fiscal year. The cost report forms, cost determination, and allocation methodologies are
approved by the State and are in compliance with the Federal Medicaid regulations.
County total mental health costs are reported in three primary groups of service categories:

e Administrative Costs.

e Utilization Review Costs.

e Direct Service Costs.

The eligible SNCP costs are direct service costs funded by the State, county, or local government
funding and subsidies that are incurred by each county for the furnishing of mental health
services allowable under Section 1905(a) of the Social Security Act to uninsured individuals.
Costs associated with providing non-emergency services to non-qualified aliens cannot be
claimed against the SNCP. A 13.95 percent reduction factor is applied to the total certified
SNCP expenditures before costs are claimed.

B. Summary of Mental Health Cost Report
The Mental Health Cost Report includes:
e Detail Cost Report: Detail forms for each legal entity, including county and contract
providers.
e Summary Cost Report: Aggregate county mental health costs for the Fiscal Year.

The county submits a detail county legal entity(ies) cost report(s) as well as summary cost report
aggregating all contracted and county legal entities. A legal entity can be a county mental health
department or agency, a county owned and operated hospital, another governmentally-operated
hospital, a privately-operated hospital, or a privately-operated organizational provider furnishing
public mental health services under contract with the county department or agency.

The allowable mental health costs include expenditures made by counties for mental health
services furnished by other providers. The allowable expenditures for inpatient, outpatient,
clinic and other mental health services provided to uninsured individuals by providers through a
contract with the county will be based on the payment methodology set forth in the contract.

Direct service costs are reported by Modes of Service (“MS”) and Service Functions (“SF”). MS

describes a classification of service types. SF identifies the specific type of service received
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under a MS. Allowable SNCP costs are captured by the following MS and SF (which represent
specialty mental health services that would be covered by Medi-Cal if furnished to Medi-Cal
recipients):
e 05 (Hospital Inpatient and other 24 Hour Services).
o SF 10-18: Local Hospital Inpatient
SF 19: Hospital Administrative Days
SF 20-29: Psychiatric Health Facility
SF 40-49: Adult Crisis Residential
SF 65-79: Adult Residential

0 O O O

e 10 (Lessthan 24 Hour Day Treatment Program Services)
o SF 20-29: Crisis Stabilization
o SF 81-89: Day Treatment Intensive
o SF91-99: Day Rehabilitative

e 15 (Outpatient Services) All SFs.

All MS 05, 10 and 15 services provided by county hospitals will be reported on the hospital’s
Medi-Cal 2552-96 cost report and in its Interim Hospital Rate Workbook, and will be paid under
Attachment F.The above MS and SF do not include any service that is subject to the Institutions
for Mental Disease (IMDs) exclusion per Section 1905(a) of the Social Security Act.

MH 1901 Schedule B (Worksheet for Units of Service and Revenue by Mode & Service
Function) The individual legal entity’s worksheet for units of service by MS and SF codes under
the following categories:
e Medi-Cal Units (for both enhanced, such as M-CHIP, Refugee, BCCTP, and non-
enhanced federal reimbursement).

e Non Medi-Cal Units

MH 1901 Schedule C (Allocated costs to Mode of Service & Service Function) The individual
legal entity’s supporting documentation to distribute the direct service costs to MS and SF.

MH 1960 (Calculation of Program Costs)
The individual legal entity’s worksheet to identify the allowable costs for allocation applicable to
the four major service categories.

MH 1960 _HOSP_COSTS
The individual hospital’s worksheet to determine the cost per day for routine cost centers and
cost-to-charge ratio for ancillary, outpatient, and other cost centers.

MH 1960 HOSP_MS
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The individual hospital’s worksheets by mode of service that apportion hospital costs to the
Medi-Cal program using the cost-per-day and cost-to-charge ratios calculated on the MH
1960 _HOSP_COSTS.

MH 1960_PHYS_MS
The individual hospital’s worksheets by mode of service that apportion professional costs to the
Medi-Cal program using the cost-to-charge ratios calculated on the MH 1960 _HOSP_COSTS.

MH 1966 (Allocation of Costs to Service Function — Mode Total)

The individual legal entity’s worksheet to compute the cost per unit and the allocation of costs to
SFs. The units of service are derived from MH 1901 Schedule B; the total allocated costs are
derived from MH 1901 Schedule C.

MH 1992 (Funding Sources)
The individual legal entity’s total mental health costs by funding sources and service categories.

MH 1992 SUM (Summary Funding Sources)
The county total mental health costs (from all reporting legal entities) by funding sources and
service categories.

C. Interim Claiming

1. The process of determining the allowable SNCP costs eligible for FFP begins with the
use of the most recently filed Mental Health Cost Report. The period covered by this most
recently filed cost report will serve as the base period for interim payment computation.

2. Cost per unit for each SF will be computed by using the total direct service costs from
MH 1901 Schedule C divided by the total units of service from MH 1901 Schedule B.

Non Medi-Cal units of service from MH 1901 Schedule B will be adjusted, using additional
auditable county and provider records, to determine the uninsured units of service.

Cost per unit will be multiplied by the number of uninsured units of service computed above for
each eligible SF to determine the total uninsured costs. If a legal entity has a contract with the
county limiting its cost per unit and the contracted cost per unit is lower than the cost per unit
computed in the cost report, the lower contracted cost per unit will be used to determine the total
uninsured costs for the legal entity.

3. The total uninsured costs computed above can be trended to current year based on Market

Basket update factors(s) or other related indices approved by CMS.
4. Any self-pay or third party payments made by or on behalf of uninsured
individuals to the county mental health plan for services of which the costs are included
in the uninsured cost computation described above should be offset against the computed
uninsured-eligible costs. For purposes of the preceding sentence, State and county funds
payments and other funding and subsidies made by a state or a unit of local government
(e.g., state-only, local-only, or joint state-local health programs) to a county mental health
plan for mental health services provided to uninsured individuals shall not be considered
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a source of third party payment. The offset should also include funds that have been
matched under maintenance of effort (MOE) and other matching requirements, if
applicable.

5. Interim certified public expenditures for mental health services are the allowable
SNCP costs computed above reduced by 13.95 percent to account for non-emergency
care furnished to non-qualified aliens.

6. Interim claiming for federal reimbursement will be made based on the interim
certified public expenditures as computed above.

D. Interim and Final Reconciliations of Interim Claiming

The interim certified public expenditures for mental health services will be first reconciled based
on the Mental Health Cost Reports for the applicable fiscal years accepted by DHCS.

The interim certified public expenditures for mental health services will also be subject to a final
reconciliation based on Mental Health Cost Reports for the applicable fiscal years as settled and
audited by DMH. The final reconciliation will follow the same cost methodology as used for
interim claiming, as set forth in Section 11.C above, except that the final reconciliation will be
based on the Mental Health Cost Reports for the applicable years as settled and audited by
DHCS.

If legal entities costs are not fully reimbursed by the county, such as the application of legal
entity contract limits, thereby reducing actual expenditures incurred by the county below legal
entity costs, such reduction must be proportionately applied to the allowable SNCP costs. If, at
the end of the final reconciliation process, it is determined that SNCP funding was over-claimed,
the overpayment will be properly credited to the federal government.

Any prospective revision to the Medi-Cal mental health cost reports, as approved by CMS, must
be incorporated into the mental health cost reporting methodology used in this CPE protocol.
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The Special Terms and Conditions (STCs) for California’s Bridge to Reform section 1115(a)
Medicaid Demonstration, approved by the federal Centers for Medicare and Medicaid Services
(CMS) on November 2, 2010, allow the State to use allowable costs in Designated State Health
Programs (DSHPs) incurred from November 1, 2010 through October 31, 2015 for federal
claiming against the Safety Net Care Pool (SNCP).

DSHPs, as described under this Supplement, have two components, State Only Medical
Programs (SOMPs) and Workforce Development Programs (WDPs). WDPs are integral to the
successful transition to the era of health care reform. They improve access to healthcare in
underserved areas of CA by providing scholarship, loan repayments, and programs to health
professional students and graduates who are dedicated to providing direct patient care in those
areas. WDPs also provide educational opportunities in health professional training through
established state educational institutions and state department programs. WDPs include the
following state/local funded programs:
e Office of Statewide Health Planning & Development (OSHPD)

o Song-Brown Healthcare Workforce Training Program (Song-Brown)

o Steven M. Thompson Physician Corps Loan Repayment Program (STLRP)

o Mental Health Loan Assumption Program (MHLAP)

The allowable costs incurred in the WDPs for claiming against the SNCP are the State program
expenditures incurred in the months of Demonstration Year (DY) per the STCs.

To determine allowable SNCP costs and the associated SNCP reimbursement when such costs
are incurred by the State as certified public expenditures (CPEs), the following steps must be
taken to ensure federal financial participation (FFP):

I. CERTIFIED PUBLIC EXPENDITURES — DETERMINATION OF ALLOWABLE
COSTS FOR OFFICE OF STATEWIDE HEALTH PLANNING & DEVELOPMENT

A. General Provision

Program costs, for each OSHPD program described above, mean the total expenditures incurred
in the State Fiscal Year (SFY) ended June 30 from all the funding sources. Program costs are the
expenditures necessary to maintain and support WDPs, including State operation expenditures,
loan repayment, and award payments.

Net program costs are program costs for award or loan repayments funded by the State or local
only.

Allowable SNCP costs, for each OSHPD program described above, are limited to the net
program costs paid in the months of Demonstration Year (DY) per the STCs.

For the purpose of interim claiming, the estimated program costs for each SFY are the total
budget amount of Fund Appropriation for the applicable fiscal period that the State commits to
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each OSHPD program. The estimated program cost for each fiscal period is reduced by
budgeted funding for State operation costs and from non-State, non-local sources to arrive at the
estimated net program cost. The estimated net program cost is multiplied by an interim allocation
percentage to arrive at the estimated allowable SNCP cost for the fiscal period.

For SFY 2010-11, the interim allocation percentage is the ratio of 8 months over 12 months. For
SFYs 2011-12 to 2014-15, the interim allocation percentage is 100%. For SFY 2015-16, the
interim allocation percentage is the ratio of 4 months over 12 months.

B. Program Description

Song-Brown Healthcare Workforce Training Program

The Song-Brown Health Care Workforce Training Act (Song-Brown Program), established in
1973, provides financial support to various healthcare education programs with an emphasis on
primary care and encourages primary care health professionals to provide healthcare in medically
underserved areas.

*Eligibility

The Song-Brown Program provides award funding to institutions (not individual students) that
provide clinical training for Family Practice Residents, Family Nurse Practitioners, Physician
Assistants, and Registered Nurses in rural and urban undeserved areas. The awards are utilized
by the residence programs to develop curriculum, clinical training sites and other necessary
expenses to increase the number of health professional training slots in established medical
schools. The program encourages universities and primary care health professionals to provide
healthcare in medically underserved areas, and provides financial support to family practice
residency, nurse practitioner, physician assistant, and registered nurse education programs
through CA. It does not help cover resident tuition.

*Funding Source

The Song-Brown Program is currently funded by the California Health Data and Planning Fund
(CHDPF), a special fee charged to CA licensed health facilities, and the State General Fund
(GF). The State pays the program claims.

*Report Format

Song-Brown Program costs will be compiled from the State CalSTARS system, which uses
Obiject of Expenditure Codes, Program Cost Account (PCA), and Category to identify the actual
State expenditures for award payments. All costs claimed must be reasonable, allowable, and
allocable under OMB Circular A-87.

Steven M. Thompson Physician Corps Loan Repayment Program (STLRP)

The purpose of STLRP is to encourage physicians to practice in medically underserved areas of
California by authorizing a plan for repayment of their educational loans. STLRP repays up to
$105,000 in outstanding government or commercial educational loans for expenses incurred for
undergraduate education and graduate medical education.
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*Eligibility

Loan repayment awards are available to physicians who hold a full and unrestricted license to
practice medicine in CA. Physicians awarded under this program must complete a three years
service obligation to practice as a full-time physician in a medically underserved area of CA
providing direct patient care.

*Funding Source
STLRP is funded through $25 surcharge for renewal of allopathic physician licenses in CA and
through the Managed Care Administrative Fines and Penalties Fund.

*Report Format

STLRP program cost will be compiled from the State CalSTARS system, which uses Object of
Expenditure Codes, Program Cost Account (PCA), and Category to identify the actual State
expenditures for award payments. All costs claimed must be reasonable, allowable, and
allocable under OMB Circular A-87.

Mental Health Loan Assumption Program (MHLAP)

The MHLAP, created by the Mental Health Services Act, encourages mental health providers to
practice in underserved locations in CA by authorizing a plan for repayment of some or all of
their educational loans in exchange for their services in a designated hard-to-fill/retain position
in the Public Mental Health System. Each eligible participant may receive up to $10,000 award.
In no event shall the amount of the award exceed the amount of the participant’s outstanding
educational debt.

*Eligibility

Loan repayment awards are available to mental health provides who have a current, full,
permanent, unencumbered, unrestricted health provider license, registration, or waiver and work
or volunteer in the Public Mental Health System. Award recipients are required to complete a
minimum 12 months consecutive or equivalent paid or unpaid service obligation and work or
volunteer either full-time or part-time.

*Funding Source

The MHLAP is funded through the Mental Health Services Act, which receives the funding from
special tax revenue to expand mental health services. The annual MHLAP funding is used to
administer the programs, including awards, marketing, program operations, and staff.

*Report Format

MHLAP program cost will be compiled from the State CalSTARS system, which uses Object of
Expenditure Codes, Program Cost Account (PCA), and Category to identify the actual State
expenditures for award payments. All costs claimed must be reasonable, allowable, and
allocable under OMB Circular A-87.
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C. DSHP Interim Claiming

The purpose of DSHP interim claiming is to provide an interim payment that will approximate
the allowable costs in OSHPD programs that are eligible for FFP through the CPE process.

1.

The process of determining the allowable costs eligible for FFP begins with the use of
annual budget amount of Funding Appropriation for each OSHPD program described
above.

The estimated program costs are reduced by program operation costs and other funding
and subsidies made by a federal government or other third party to arrive at the net
program costs. For the OSHPD Workforce Development Programs, there is no funding
other than State funding. Therefore, program operation costs are the only funding
reduction needed to arrive at net program costs.

The net program costs for each SFY will be multiplied by the following interim
allocation percentage to determine the allowable SNCP costs:

SFY 2010-11: 67.67% (8 months over 12 months)
SFYs 2011-12 to 2014-15: 100%
SFY 2015-16: 33.33% (4 months over 12 months)

DSHP Interim certified public expenditures for OSHPD programs are the allowable
SNCP costs as computed above.

SNCP interim claiming for the federal reimbursement will be made quarterly based on
the interim certified public expenditures as computed above.

D. Final Reconciliation of DSHP Interim Claiming

The DSHP interim certified public expenditures will be reconciled based on the actual
expenditures data for the applicable fiscal periods as finalized by its governing agencies for each
program.

Allowable SNCP costs are the net program costs paid in the months of each DY, using actual
expenditures reports for each SFY.

The State will adjust, as necessary, the aggregate amount of interim SNCP funds claimed based
on the total certified DSHP expenditures determined under this final reconciliation. If, at the end
of the final reconciliation process, it is determined that SNCP funding was over-claimed, the
overpayment will be properly credited to the federal government.
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The Special Terms and Conditions (STCs) for California’s Bridge to Reform section 1115(a)
Medicaid Demonstration, approved by the federal Centers for Medicare and Medicaid Services
(CMS) on November 1, 2010, allow for claiming against the Safety Net Care Pool (“SNCP”) of
the uncompensated cost of care and services that meet the definition of “medical assistance”
contained in section 1905(a) of the Social Security Act that are provided to individuals with no
source of third party coverage for the services they receive (“the uninsured”). This Attachment
F-Supplement 6 addresses contracted health care services costs (including services for the
diagnosis and treatment of behavioral health and substance abuse conditions not covered by
Attachment F- Supplement 4) for the uninsured incurred by Designated Public Hospitals (DPHs)
and/or other governmental entities (These “other governmental entities” participate in the SNCP
under the Demonstration Special Terms and Conditions and Article 5.2 of the Welfare and
Institutions Code, Section 14166 et seq. and include counties that own and operate a DPH,
Alameda County, the Alameda County Medical Center Hospital Authority, and the University of
California.) This Attachment F -Supplement 6 addresses the allowable certified public
expenditures (“CPEs”) for the SNCP for such DPHs and/or other governmental entities that are
based on the payments for contracted services provided to the uninsured by service providers that
are not owned and operated by the reporting DPHs and/or other governmental entity. The
allowable costs incurred by DPHs and/or other governmental for claiming against the SNCP
relate strictly to individuals who have no sources of third party insurance coverage for the
medical services they receive and who receive Medicaid-like services, in other words, medical
assistance that would have been eligible for federal reimbursement under Title XX if these
individuals were Medicaid eligible.

To determine the allowable SNCP costs and the associated SNCP reimbursement, the following
steps must be taken to ensure federal financial participation (“FFP”).

CERTIFIED PUBLIC EXPENDITURES — DETERMINATION OF ALLOWABLE
CONTRACTED COSTS FOR SERVICES PROVIDED TO THE UNINSURED.

A. Description of Allowable Costs

SNCP eligible expenditures are made by DPHs and/or other governmental entities as payments
to other entities under a contract, for eligible medical services provided to the uninsured for: (1)
specific specialized services that are not available at the DPH or its affiliated providers, but that
are available in other hospitals or outpatient facilities, (2) services provided by other providers
such as clinics or hospitals to ensure access to care, or when a DPH is not available, or (3) for
professional services to the uninsured through contracts with physicians and non-physician
practitioners.

The contracted expenditures described below are consistent with the intent of the establishment
of the SNCP to ensure continued government support for the provision of health care services to
uninsured populations. By providing these services through contracts, the public entities are able
to expand access to needed primary and specialty care, inpatient and outpatient hospital, and
other health care services for the uninsured. By making available additional primary and
specialty care services, they are able to provide more appropriate care at the right time and in the
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right place. The SNCP is therefore able to assist DPHs and/or other governmental entities in
providing services to the uninsured through these cost effective contracts with other providers.
All costs are reported as certified public expenditures through the DPH Workbook and include,
but are not limited to the following:

1. Categories of DSH/SNCP expenditures for services to the uninsured who are patients of
the DPH --that are added on Schedule 2.1 of the Workbook:

The following costs that are eligible for both DSH and SNCP will be added only if they have
been separately identified on the DPH cost report as expenditures for the uninsured only and
have not been included in the cost apportionment process.

o The costs of drugs and supplies purchased solely for uninsured patients in the
hospital. These costs are entered on Schedule 2.1 as DSH/SNCP costs.

2. Categories of SNCP-only contract expenditures for services rendered to the uninsured
either in the DPH or another location, by entities other than the reporting DPH (and/or
other governmental entity) that are reported on Schedule 4 of the Workbook:

(Note: This section does not address those expenditures made to contracted providers for
services to LIHP enrollees that are also reported on Schedule 4. See Attachment G for the
claiming protocol for LIHP expenditures.).

Expenditures reported on Schedule 4 may include the following SNCP-only expenditures:

o Expenditures recorded on the books and records of the DPH. The relevant contracts
often require the providers to bill directly to third party payers, but allow the
providers to bill the DPH for uninsured patients. If these costs are billed to the DPH
and reflected on the books of the DPH, they would be separately identified on the cost
report and are not included in the apportionment process; and

o Expenditures recorded on the books and records of a governmental entity that is
related to the reporting DPH, such as a county, the University of California, or the
Alameda County Medical Center Hospital Authority.

Contract expenditures to be reported on Schedule 4 for care and services that meet the definition
of "medical assistance" contained in section 1905(a) of the Social Security Act include the
following:

e Payments for services that DPHs do not provide for uninsured individuals that are
purchased from other hospital providers.

e Payments for services rendered by physicians, non-physician practitioners, and/or
physician groups purchased solely for the uninsured and provided at the DPH. The
expenditures under these contracts may be identified separately on the cost report.
Because the costs are only for services to the uninsured they are not included in the
apportionment process described in Attachment F, Supplement 1.
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e Expenditures for securing and purchasing drugs and medical supplies solely for the
uninsured outside the hospital setting.

e Payments to facilities and vendors that provide consultative, diagnostic, therapeutic
care or other services, durable medical equipment, prosthetics and orthotic devices,
and medical supplies to the uninsured population.

e Payments for medically necessary ambulance service for uninsured patients.

e Payments under contracts with individual physicians, non-physician practitioners
and/or physician groups to provide professional services to uninsured patients,
including but not limited to primary and specialty care and emergency and trauma
medical services provided outside of the reporting DPH or its related providers.

e Payments under contracts with non-DPH trauma hospitals for reimbursement of
trauma and emergency care provided to uninsured patients, and to augment
ER/Trauma services in underserved areas for reimbursement of medical services
provided to uninsured patients.

e Payments under contracts for primary care, dental and specialty care services at
community clinics to provide health services in a culturally and linguistically-
appropriate environment to low income and uninsured persons, increasing access and
preserving vital community clinic capacity.

e Payments under contracts with private clinics and providers for specialty care and
other health care services to uninsured patients.

e Payments under contracts with providers of home health services rendered to
uninsured patients.

e Payments under contracts with non-DPH hospitals and nursing facilities for services
provided to uninsured patients.

e Payments under contracts with mental health providers for allowable mental health
services to the uninsured that are eliminated from the Short-Doyle cost report in
Schedule MH 1962, and are not reported pursuant to Attachment F — Supplement 4.

3. Specific Requirements for all Contracted Costs

e Contract costs reported on Schedule 4 under this Attachment F, Supplement 6 must be
separately identified as follows:

A. If the contract costs reported on Schedule 4 are reflected in the books and
records of the DPH’s enterprise fund, then the costs must be reported on Schedule
4A.B. If the contract costs are reflected as expenditures on the books and records
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in another portion of the county, university or authority, such as the general fund,
the costs must be reported on Schedule 4B.

C. If the contract costs are reflected as expenditures in the books and records of
any other affiliated governmental entity, the costs must be reported on Schedule
4C . If the costs of more than one other affiliated governmental entity are
reported in Schedule 4C, each affiliated governmental entity must be specifically
identified.

e Contracted costs incurred by DPHs and/or other governmental entities must be consistent
with OMB Circular A-87 and supported by adequate documentation which may include
contracts, invoices and expenditure detail. Such documentation will be maintained by the
DPH and other governmental entities and made available for review and audit by the
California Department of Health Care Services. The DPH will submit summary
information with the P14 workbook that identifies each contractor, the total amount paid,
and documents the source books and records of the DPH (or other government entity)
where the reported contract expenditures are recorded.

e The allowable SNCP costs, computed under this supplement, are limited to the eligible
SNCP costs incurred for services rendered during the applicable Demonstration Year
(DY).

e Costs are net of any self-pay or third party payments made by or on behalf of the patient.
For purposes of the preceding sentence, payment and other funding and subsidies made
by a state or unit of local government (e.g. state-only, local-only, or joint state-local
health programs) for services provided to indigent patients shall not be considered a
source of third party payment.

e To ensure that there is no duplication of claims, the contracting provider that receives a
payment reported under this Attachment F — Supplement 6 must identify and offset any
contract payments received from its otherwise allowable costs of services to the
uninsured. Using the summary payment information provided by the DPH, DHCS will
monitor reporting to ensure that no duplicate claims are made under Attachment F or any
other cost reporting mechanism applicable to payments for the uninsured, such as the
DSH hospital-specific limit calculation.

e Inaccordance with Attachment F, there will be no duplication of claiming of cost with
respect to SNCP expenditures and DSH certifiable expenditures.

e No cost shall be reported under Attachment F — Supplement 3 as a DSHP expenditure if
the same expenditure has been reported under this Attachment F — Supplement 6.

e If the costs of services provided to the uninsured under contracts with physicians or non-
physician professionals were reported on the DPH’s Medi-Cal cost report as costs related
to all patients (not solely for the uninsured), then those costs should be addressed
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pursuant to Attachment F — Supplement 1 and reported on Worksheet 1B, and should not
be reported pursuant to this Attachment F - Supplement 6.

e Costs associated with providing non-emergency services to non-qualified aliens cannot
be claimed against the SNCP. To implement this limitation, 13.95 percent of total
certified public expenditures for services under this protocol will be treated as expended
for non-emergency care to non-qualified aliens.

e When a system includes more than one DPH, costs incurred at the system level for
services rendered in a location other than one of the DPHs may be reported on Schedule 4
of the Workbook of any DPH within the system. Upon request, the DPH will identify
and document the source books and records of the DPH (or other government entity)
where the reported contract expenditures are recorded. Such costs may only be reported
by one DPH within the system and no duplicate claiming may occur.

B. Interim Claiming

1. The process of determining the allowable SNCP contracted health service costs eligible for
FFP begins with the use of the most recently filed DPH Workbook. The period covered by
this most recently filed workbook will serve as the base period for interim payment
computation. For fiscal years 2010-2011 and after, the P14 Workbook contains a new
schedule that allows detailed projections for all categories of Uninsured, HCCI and MCE
costs. Contract costs discussed above will be projected based on the best information
available with regard to each contract when the reports are filed.

2. The net SNCP cost computed above can be trended to current year based on Market Basket
update factor(s) or other hospital-related indices as approved by CMS. The net SNCP costs
may be further adjusted to reflect increased or decreased costs incurred resulting from
changes in operations or circumstances. Individual contract adjustments can be made on a
new Schedule 2A-1 to assure reasonable projections.

3. Interim SNCP payments can be made based on the SNCP certifiable expenditures as
computed above. The DPH (or other government entity) will confirm the reasonableness of
the projections in the workbook. The interim payments can be on a quarterly or other
periodic basis approved by CMS.

C. Interim and Final Reconciliations of Interim Claiming

1. The interim certified public expenditures for contracted health service costs to the uninsured
will be first reconciled based on the filed Workbook for the applicable fiscal years accepted
by DHCS.

2. The interim certified public expenditures for contracted health service costs will also be
subject to a final reconciliation based on the final Workbook for the applicable fiscal years as
settled and audited by DHCS.
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The methodology outlined below has been approved for structuring supplemental payments to
IHS and 638 facilities from April 5, 2013 through December 31, 2014 as required by STC
39.b.iii. Using the methodology described below in section (A), the state shall make
supplemental payments to Indian Health Service (IHS) and tribal facilities to account for the
uncompensated costs of furnishing primary care services between April 5, 2013 and December
31, 2013 to uninsured individuals with incomes up to 133 percent of the Federal Poverty Level
(FPL) who are not enrolled in a Low Income Health Program (LIHP). Using the methodology
described below in section (A) and (B), the state shall also make supplemental payments to
account for the uncompensated costs of furnishing services between April 5, 2013 and December
31, 2014 to individuals enrolled in the Medi-Cal program for benefits that were eliminated from
the state plan pursuant to state plan amendment 09-001 and are not covered by Medi-Cal. .

A. Provider Claiming Methodology for services provided April 5, 2013 through December 31,
2013

1. Participating IHS and tribal 638 facilities shall enter into a billing agent agreement with
the California Rural Indian Health Board (CRIHB) consistent with the requirements of 42
C.F.R. 447.10.

2. Participating facilities shall track qualifying uncompensated encounters by utilizing a
tracking document or other electronic means to record the following:

a. The service provided,;

b. Whether the service was provided to an IHS eligible individual;
c. Whether the service was provided to an uninsured individual;

d. Whether the service was provided to a Medi-Cal beneficiary; and

e. The service date.

3. Qualifying encounters shall not include encounters for which any payment was made
under Medi-Cal at the IHS published rate.

4. Participating facilities shall have procedures to determine if individuals are Medi-Cal
eligible or uninsured, and if uninsured to determine their income level (which could
include a protocol based on self-attestation) and whether they are enrolled in LIHP.

5. Participating IHS and tribal 638 facilities shall maintain existing policies for pursuing
third party liability, and shall have procedures to ensure that individuals who have a
source of third party liability are not considered uninsured.

6. Participating IHS and tribal 638 facilities shall submit to CRIHB, on a quarterly basis, the
number of qualifying uncompensated encounters, broken down by type of qualifying
uncompensated service (primary care or formerly Medi-Cal), type of individual
(uninsured or Medi-Cal individual) and status of individual as IHS-eligible (Indian or
Alaskan Native).

7. Participating IHS and tribal 638 facilities shall submit to CRIHB, on a quarterly basis, the
amount of third party payments received for Medi-Cal beneficiaries for qualifying
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uncompensated care. Third party payments received after the end of the quarter shall be
reported as a prior period adjustment.

8. CRIHB will process the reports from participating IHS and tribal facilities and submit to
DHCS, within 60 working days after the end of each quarter, a Quarterly Summary
Aggregate Encounter Report (Exhibit 1.A) specifying the number of qualifying
uncompensated encounters for each IHS/Tribal 638 facility, broken down as reported by
each facility. The submission will also include a summary page totaling the aggregate
qualifying uncompensated encounters as well as the aggregate supplemental payments
due based on the applicable IHS encounter rate offset by any third party payments
received by each facility for the qualifying uncompensated encounters.

9. Insupport of the Quarterly Aggregate Encounter Rate, CRIHB shall submit a
certification, signed by the Executive Director of CRIHB that the information contained
therein is current, complete, and accurate.

B. Provider Claiming Methodology for services provided January 1, 2014 through December
31,2014

1. Participating IHS and tribal 638 facilities shall enter into a billing agent agreement with
the California Rural Indian Health Board (CRIHB) consistent with the requirements of 42
C.F.R. 447.10.

2. Participating facilities shall track qualifying uncompensated encounters by utilizing a
tracking document or other electronic means to record the following:

a. The qualifying Medi-Cal service provided to a Medi-Cal beneficiary;
b. Whether the service was provided to an IHS eligible individual; and

e. The service date.

3. Qualifying encounters shall not include encounters for which any payment was made
under Medi-Cal at the IHS published rate.

4. Participating IHS and tribal 638 facilities shall submit to CRIHB, on a quarterly basis, the
number of qualifying uncompensated encounters, broken down by status of individual as
IHS-eligible (Indian or Alaskan Native).

5. Participating IHS and tribal 638 facilities shall submit to CRIHB, on a quarterly basis, the
amount of third party payments received for Medi-Cal beneficiaries for qualifying
uncompensated care. Third party payments received after the end of the quarter shall be
reported as a prior period adjustment.

6. CRIHB will process the reports from participating IHS and tribal facilities and submit to
DHCS, within 60 working days after the end of each quarter, a Quarterly Summary
Aggregate Encounter Report (Exhibit 1.B) specifying the number of qualifying
uncompensated encounters for each IHS/Tribal 638 facility, broken down as reported by
each facility. The submission will also include a summary page totaling the aggregate
qualifying uncompensated encounters as well as the aggregate supplemental payments
due based on the applicable IHS encounter rate offset by any third party payments
received by each facility for the qualifying uncompensated encounters.

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 191 of 618



Attachment F — Supplement 7

Funding and Reimbursement Protocol for Claiming Against the Safety Net Care Pool IHS
and 638 Facilities Uncompensated Care Payment Methodology

7. Insupport of the Quarterly Aggregate Encounter Rate, CRIHB shall submit a

certification, signed by the Executive Director of CRIHB that the information contained
therein is current, complete, and accurate.

State Payment Process

1. The state shall make supplemental payments to each participating facility through
CRIHB within 30 days of receipt of each quarterly report, based on the reported
uncompensated care costs as calculated by multiplying qualifying uncompensated
encounters by the appropriate IHS published rate, offset by any third party payments
received by each IHS/Tribal 638 facility for uncompensated encounters involving Medi-
Cal beneficiaries, including third party payments reported as a prior period adjustment. If
third party payments are reported as a prior period adjustment after the supplemental
payment period, the state will offset other Medi-Cal payments to the facility by the
amount of such payments.

The state shall terminate supplemental payments if the cap for the SNCP is met.

3. The CRIHB must maintain, and upon request provide DHCS, documentation sufficient to
support the claims for supplemental payments.

4. CRIHB will disburse the supplemental payments received from the state to each IHS
facility in accordance with its agreement with each facility, but no later than 20 business
days after receipt from the state.

5. The State may claim federal matching funding for supplemental payments to IHS and
tribal 638 at the 100 percent FMAP rate only to the extent that the supplemental
payments reflect uncompensated care furnished to IHS eligible individuals..

N
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Exhibit 1.A: Aggregate Enounter Report for April 5, 2013 through December 31, 2013

Facility Name IHS Eligible Individuals

Uninsured: non-LIHP/non- Medi-Cal beneficiaries
Medi-Cal

Total Number of
Encounters

IHS Encounter
rate

Total
Expenditures
Less: Any other
payments
received

Total Net
Expenditures

Demonstration Approval Period: November 1, 2010 through October 31, 2015 unless otherwise specified
Amended November 28, 2014 Page 193 of 618



Attachment F — Supplement 7

Funding and Reimbursement Protocol for Claiming Against the Safety Net Care Pool IHS
and 638 Facilities Uncompensated Care Payment Methodology

Exhibit 1.B: Aggregate Enounter Report for January 1, 2014 through December 31, 2014

Facility Name IHS Eligible Medi-Cal Beneficiaries

Total Number of Encounters

IHS Encounter rate

Total Expenditures

Less: Any other payments
received

Total Net Expenditures
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Certification:

| HEREBY CERTIFY THAT:

1. I have examined this statement, for the period from XXX to XXX and that to the best of
my knowledge and belief they are true and correct statements prepared from the books

and records of the IHS/Tribal 638 facilities and CRIHB.

2. The information contained in this report is current, complete, and accurate.

Signature (officer of the governmental entity) Date

Title
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Purpose of Protocol

This attachment provides the parameters for claiming Federal Financial Participation (FFP) for
qualifying expenditures under the Low Income Health Program (LIHP) authorized under these
Special Terms and Conditions (STCs) of California’s Section 1115(a) Bridge to Reform
Demonstration (Demonstration). The State statutory framework for the development and
implementation of the LIHP is provided by Part 3.6 (commencing with section 15909) to
Division 9 of the Welfare and Institutions Code. The provisions of Part 3.6 are incorporated by
reference into this document.

Under the Demonstration, beginning November 1, 2010 California will begin to phase in
coverage for individuals who will be eligible for Medi-Cal or for coverage under the California
Health Benefit Exchange in 2014 through the Medicaid Coverage Expansion (MCE) and the
Health Care Coverage Initiative (HCCI) components of the LIHP.

Funding for qualifying expenditures for services rendered to HCCI enrollees is limited to the
annual amounts of $360 million (total computable) under the Safety Net Care Pool (SNCP) in
Demonstration Years (DY) 6 through 8, and $180 million (total computable) under the SNCP in
DY 9, as specified in paragraph 35 of the STCs. Funds allocated for the Extension Period ($60
million total computable) will be charged against the DY 6 HCCI allocation.

Funding for services rendered to MCE enrollees is not subject to a cap on federal funding.
Definitions

Coverage Initiative or “CI”: The Health Care Coverage Initiative authorized by the Prior
Demonstration, entitled Medi-Cal Hospital/Uninsured Care Demonstration and implemented by
Part 3.5 (commencing with Section 15900) of the Welfare and Institutions Code in the State of
California .

Extension Period: The Extension Period is the period that begins on September 1, 2010, and
ends on October 31, 2010, which is the extension period for the Prior Demonstration.

HCCI Enrollees:
New HCCI Enrollees: as specified in paragraph 48.a.ii.1 and 58.a.iv.A. of the STCs .

Existing HCCI Enrollees: as specified in paragraph 48.a.ii.2. and 58.a.iv.C. of the STCs .

Low Income Health Program (LIHP): the county-based elective program to provide benefits for
low-income individuals that is authorized by the Demonstration and implemented by Part 3.6
(commencing with Section 15909) of the Welfare and Institutions Code. The LIHP consists of
two components — a Medicaid Coverage Expansion (MCE) program, and, at the option of the
Participating Entity, a Health Care Coverage Initiative (HCCI) program.

MCE Enrollees:
New MCE Enrollees: as specified in paragraph 48.a.i.1. and 58.a.ii.A. of the STCs.

Existing MCE Enrollees: as specified in paragraph 48.a.i.2. and 58.a.ii.B. of the STCs .
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Participating Entity: A governmental entity that is a county, a city and county, a consortium of

counties serving a region consisting of more than one county, or a health authority, that submits
an application and receives approval to implement a LIHP.

Prior Demonstration: The Medi-Cal Hospital/Uninsured Care Demonstration, Number 11-W-
00193/9, as approved by the federal Centers for Medicare and Medicaid Services, effective for
the period of September 1, 2005, through October 31, 2010.

Transition Period: Transition Period means the period that begins on November 1, 2010 and
extends through June 30, 2011.

Claiming under Supplements 1 — 2 of Attachment G

The supplements to this Attachment include:

Supplement 1 to Attachment G: Cost Claiming Protocol for Health Care Services Provided
Under the Low Income Health Program — Claims Based on Certified
Public Expenditures; and

Supplement 2 to Attachment G: Cost Claiming Protocol for Health Care Services Provided
Under the Low Income Health Program — Claims Based on Actuarially
Sound Rates

A Participating Entity will be paid Federal Financial Participation (FFP) received by the State
which is based on Certified Public Expenditures (CPEs) of the LIHP, a governmental entity with
which it is affiliated, or any other eligible public entity that voluntarily agrees to participate in
the LIHP for Covered Services, as defined in the Participating Entity’s executed agreements with
the Department of Health Care Services (DHCS). (i.e., the LIHP Contract, and the LIHP-Mental
Health (LIHP-MH) Contract, if mental health services are provided through a carved-out
delivery system that is separate from the LIHP).

The cost claiming protocol based on CPEs of the LIHP is described in Supplement 1 to
Attachment G. A Participating Entity may receive actuarially sound rates for LIHP services. The
claiming protocol for actuarially sound rates is described in Supplement 2 to Attachment G. If
the Participating Entity receives actuarially sound rates for LIHP services, qualifying
expenditures for services that are not considered in the determination of the capitation rate may
be claimed on a cost basis under Supplement 1 to Attachment G. A LIHP-specific protocol will
be adopted for each Participating Entity that will reflect the methods for claiming based on this
Attachment G and its supplements.
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Funding Purpose

Federal funds are available to expand health care coverage to eligible persons in accordance with
the requirements of Federal and State law and the requirement detailed within these STCs.

Low Income Health Program
Entities Eligible for LIHP

The following entities are eligible to participate in the LIHP: a governmental entity that is a
county, a city and county, a consortium of counties serving a region consisting of more than one
county, or a health authority.

DY 6: Claiming During Transition Period for Existing Cl Counties

For the period of November 1, 2010 and through June 30, 2011, counties that participated in the
Cl in the Prior Demonstration (CI Counties) may claim FFP for qualifying expenditures for
services rendered through June 30, 2011, to enrollees with family incomes from 0 through 200
percent of the FPL, as the counties implement the new MCE coverage requirements, consistent
with Attachments G and J of the STCs of the Prior Demonstration (as in effect on October 31,
2010). Upon approval of th