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Department of Health & Human Services
Centers for Medicare & Medicaid Services
7500 Security Boulevard, Mail Stop S2-26-12
Baltimore, Maryland 21244-1850

CMS

CENTERS FOR MEDICARE & MEDICAID SERVICES

Financial Management Group

December 29, 2023

Michelle Baass

Director and Interim State Medicaid Director
California Department of Health Care Services
P.O. Box 997413, MS 0000

Sacramento, CA 95899-7413

RE: California State Plan Amendment (SPA) CA 23-0036 §1915(i) home and community-based
services (HCBS) state plan amendment (SPA)

Dear Director Baass:

We have reviewed the proposed California State Plan Amendment (SPA) to Attachment 4.19B,
CA-23-0036, which was submitted to the Centers for Medicare & Medicaid Services (CMS) on
October 2, 2023. This SPA authorizes reimbursement rate increases for 1915i Independent
Living services, Habilitation/Community Living Arrangement services, Participant-directed Day
services and Supported Employment services, and Day Services paid rates pursuant to a cost
study, effective for dates of service on or after January 1, 2024.

We are enclosing the approved CMS-179 and a copy of the new state plan pages.
As agreed, upon with the state the additional pages originally submitted with SPA 23-0036 have
been removed and are not included in this approval. An additional SPA must be submitted to

implement the requested changes related to program and incentive payments.

If you have any questions concerning this information, you may contact Blake Holt at
Blake.Holt@cms.hhs.gov or 303-844-6218.

Acting Director
Division of Reimbursement Review

Enclosure



cc:

Alice Hogan, CMS
Deanna Clark, CMS
Blake Holt, CMS
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State: California §1915(i) State Plan HCBS State Plan Attachment 4.19-B:
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not have a cognizant agency approved indirect cost rate or approved cost allocation plan, the costs and
related basis used to determine the allocated indirect costs must be in accordance with 2 CFR 200 as
implemented by HHS at 45 C.F.R., part 75, (if applicable), Medicare Cost Principle (42 CFR 413 and Medicare
Provider Reimbursement Manual Part 1 and Part 2) and in compliance with Medicaid non-institutional
reimbursement policy. For providers/facilities that are used for multiple purposes, the allowable costs are
only those that are “directly attributable” to the professional component of providing the medical services.
For those costs incurred that “benefit” multiple purposes but would be incurred at the same level if the
medical services did not occur are not allowed.

Chapter 28, Statutes of 2019 (SB 81, Committee on Budget and Fiscal Review), authorized funding for rate
increases. Rates in effect as of October 1, 2021 include rate increases of 8.2% (unless noted otherwise) for the
provider types listed below.

Habilitation-Day Services:
¢ Adult Development Center
¢ Behavior Management Program

Respite Care:
¢ In-Home Respite Agencies

Additionally, Chapter 11, Statutes of 2020, Assembly Bill 79 of the 2020 Enacted Budget authorized DDS an
8.2% rate increase for Independent Living Program in effect as of October 1, 2021.

The applicable rate schedules are included in the descriptions of services below.

The California Budget Acts of 2021 (SB 129) and 2022 (SB154) provided funding to begin implementation of
the rate models as described in the 2019 Rate Study:

e Effective April 1, 2022: the provider types listed below received an increase equal to 25 percent of the
difference between the rate that was effective on March 31, 2022, and that of the regional center specific
rate model for the corresponding service.

e Effective January 1, 2023: the provider types listed below will receive an increase equal to 50 percent of the
difference between the rate that was effective on March 31, 2022, and that of the regional center specific
rate model for the corresponding service.

e Effective January 1, 2024, the rate model for Independent Living Program Providers will be increased based
on updated wage assumptions which reflect more equivalent occupations and duties performed by those
occupations.

No reductions will occur for provider rates already above the rate recommended by the rate study. The
updated rates, listed by regional center, can be found at: https:// www.dds.ca.gov/rc/ vendor- provider/
rate-study-implementation/ rates-by-regional-center/

TN: 23-0036
Supersedes: 22-0058 Approved: 12/29/2023 Effective: January 1, 2024



State: California §1915(i) State plan HCBS State plan Attachment 4.19-B:
Page 74

payroll costs include total compensation (i.e., salaries and benefits and contract compensation) of direct care
staff. Other direct costs include costs directly related to the delivery of covered services, such as supervision,
materials and supplies, professional and contracted services, capital outlay, and travel. For providers/facilities
that are used for multiple purposes, the allowable costs are only those that are directly attributable to the
provision of the medical services.

e Indirect costs: Determined by applying the cognizant agency specific approved indirect cost rate to its net
direct costs or derived from provider’s approved cost allocation plan. If a facility does not have a
cognizant agency approved indirect cost rate or approved cost allocation plan, the costs and related basis
used to determine the allocated indirect costs must be in accordance with 2 CFR 200 as implemented by
HHS at 45 C.F.R., part 75, Medicare Cost Principle (42 CFR 413 and Medicare Provider Reimbursement
Manual Part 1 and Part 2) and in compliance with Medicaid non-institutional reimbursement policy. For
facilities that are used for multiple purposes, the allowable costs are only those that are “directly
attributable” to the professional component of providing the medical services. For those costs incurred
that “benefit” multiple purposes but would be incurred at the same level if the medical services did not
occur are not allowed.

Chapter 28, Statutes of 2019 (SB 81, Committee on Budget and Fiscal Review), authorized funding for rate
increases. Rates in effect as of October 1, 2021 include rate increases of 8.2% (unless noted otherwise) for the
provider types listed below.

Habilitation-Community Living Arrangement Services (Licensed/Certified Residential Services):
e Adult Residential Facility
e  Family Home Agency
e Group Home
e Residential Care Facility for the Elderly

The California Budget Act of 2021 (SB 129) provided funding to begin implementation of the rate models as
described in the 2019 Rate Study. The California Budget Act of 2022 (SB 154) continues the phased
implementation of these rate models:

e Effective April 1, 2022: the provider types listed below with six or fewer beds received an increase equal
to 25 percent of the difference between the rate as of 3/31/22 and that of the regional center specific
rate model for the corresponding service.

e Effective January 1, 2023: the provider types listed below will receive an increase equal to 50 percent of
the difference between the rate as of 3/31/22 and that of the regional center specific rate model for the
corresponding service.

No reductions will occur for provider rates already above the rate recommended by the rate study.

Effective January 1, 2024, for service provided on or after January 1, 2024, ARM rate methodology will receive an
increase based on the increase to California minimum wage. The ARM rates, listed by regional center, can be
found at: https://www.dds.ca.gov/rc/vendor-provider/rate-study-implementation/rates-by-regional-center/

TN: 23-0036
Supersedes: 22-0058 Approved 12/29/2023: Effective: January 1, 2024
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Computation of allowable costs and their allocation methodology for both the interim and final
reconciliated rates must be determined in accordance with the Centers for Medicare and Medicaid
Services (CMS) Provider Reimbursement Manual (CMS Pub. 15-1), CMS non-institutional
reimbursement policies, and 2 C.F.R. Part 200 as implemented by HHS at 45 C.F.R., part 75, which
establish principles and standards for determining allowable costs and the methodology for
allocation an apportioning those expenses to the Medicaid program, except as expressly modified
below.

New homes:

For new homes in which the facility-specific first-year costs are not available, the state will use an
estimated average of costs based on similar homes as the estimate for the interim rate. After the
first year of operation, the same reconciliation process is followed as described above.

B. Supported Living Services provided in a Consumer’s own Home (Non-Licensed/Certified) Supported
Living Services providers are in this subcategory. Maximum hourly rates for these providers are
determined using the median rate methodology, as described on pages 71a-73 above.

REIMBURSEMENT METHODOLOGY FOR HABILITATION — DAY SERVICES

This service is comprised of the following three subcomponents:
A. Community-Based Day Services — There are three rate setting methodologies for providers in this
subcategory.

1) Rates Set pursuant to a Cost Statement Methodology — As described on pages 70a-71a, above.
This methodology is applicable to the following providers (unit of service in parentheses): Activity
Center (daily), Adult Development Center (daily), Behavior Management Program (daily),
Independent

Living Program (hourly), and Social Recreation Program (hourly). Regional center specific rates in effect
as of January 1, 2024 are available at the following link: https://www.dds.ca.gov/rc/vendor-
provider/rate-study- implementation/rates-by-regional-center/

2) Median Rate Methodology — As described on pages 71a-73, above. This methodology is used to
determine the applicable daily rate for Creative Art Program, Community Integration Training
Program and Community Activities Support Services providers. This methodology is also used to
determine the applicable hourly rate for Adaptive Skills Trainer, Socialization Training Program,
Personal Assistance and Independent Living Specialist providers, with the exception that the 2022
Rate Study Implementation increase does not apply to Creative Art Program and Socialization
Training Program.

3) Individual Providers (Participant-Directed) —
a) Personal Assistance — $20.72 per hour, effective January 1, 2024.
b) Independent Living Services— $21.67 per hour, effective January 1, 2024.

B. Therapeutic/Activity-Based Day Services — The providers in this subcategory are Specialized Recreation
Therapy, Special Olympics, Sports Club, Art Therapist, Dance Therapist, Music Therapist and Recreational
Therapist. The units of service for all providers are daily, with the exception of Sports Club providers, who
have a monthly rate. There are two rate setting methodologies for providers in this subcategory.

TN: 23-0036
Supersedes: 22-0048 Approved: 12/29/2023 Effective: January 1, 2024





