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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop S3-14-28 
Baltimore, Maryland 21244-1850 

Financial Management Group 

Jacey K. Cooper 
Chief Deputy Director, Health Care Programs 
California Department of Health Care Services 
P.O. Box 997413, MS 0000 
Sacramento, CA 95899-7413 

RE:  California State Plan Amendment Transmittal Number 22-0012 

Dear Chief Deputy Director Cooper: 

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid State plan 
submitted under transmittal number (TN) 22-0012. Effective January 1, 2022, this amendment 
renews the rate setting methodology for freestanding skilled nursing facilities Level -B (FS/NF-B) 
and freestanding adult subacute facilities (FSSA) and provides a 2.4 percent increase in statewide 
weighted average Medi-Cal reimbursement rate for FS/NF-B and FSSA facilities. 

We conducted our review of your submittal according to the statutory requirements at sections 
1902(a)(2), 1902(a)(13), 1902(a)(30), and 1903(a) of the Social Security Act and the implementing 
Federal regulations at 42 CFR 447 Subpart C.  This is to inform you that Medicaid State plan 
amendment TN 22-0012 is approved effective January 1, 2022.  The CMS-179 and the amended 
plan page(s) are attached. 

If you have any additional questions or need further assistance, please contact Mark Wong at (415) 744-
3561 or mark.wong@cms.hhs.gov . 

Sincerely, 

Rory Howe 
Director 

Enclosures 

September 28, 2023
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reimbursement rate prospectively over the intervening year(s) between 
audits.  The amount a cost category is adjusted will be determined by an 
error factor that reflects a ratio of the difference between the reported cost 
and the audited expenditures for each cost category, consistent with the 
methodology specified in this Supplement. 

D. In the event that the FS/NF-B’s labor costs are incorrectly reported on facility cost
reports or supplemental schedules, the Department will prospectively adjust the
facility’s reimbursement rate, in the same manner as described in Section IV.C.2.
of this Supplement.  Those adjustments received after computation of the annual
labor study will be excluded from that study.

E. Compliance by each FS/NF-B with state laws and regulations regarding staffing
levels will be documented annually, either through supplemental reports or
through the annual licensing inspection process specified in Health and Safety
Code section 1422.

F. Overpayments to any FS/NF-B will be recovered in a manner consistent with
applicable recovery procedures and requirements of state and federal laws and
regulations.  Overpayment recovery regulations are described in the California
Code of Regulations, title 22, section 51047.  Overpayments referred to in this
Section do not include those situations described above in Paragraphs IV.C.2. or
IV.D.

G. Providers have the right to appeal audit or examination findings that result in an
adjustment to Medi-Cal reimbursement rates.  Specific appeal procedures are
contained in Welfare and Institutions Code, section 14171, and in Division 3,
Subdivision 1, Chapter 3, Article 1.5 (Provider Audit Appeals) of the California
Code of Regulations, title 22, sections 51016 through 51048.

H. For FS/NF-Bs that obtain an audit appeal decision that results in revision of the
facility’s allowable costs used to calculate a facility’s reimbursement rate, the
Department will make a retroactive adjustment in the facility-specific
reimbursement rate.

I. Beginning January 1, 2022, the Department’s financial audits, including any
relevant supplemental schedules, of FS/NF-Bs and subacute care units of FS/NF-
Bs pursuant to this Section, may include audits of facility costs and revenues
associated with the COVID-19 Public Health Emergency declared pursuant to
Section 247d of Title 42 of the United States Code on January 30, 2020, and any
renewal of that declaration. The Department will recoup amounts of Medi-Cal
payments associated with the COVID-19 10% per diem rate increase authorized
in Section 7.4 of the State Plan that the Department finds were not adequately
used by the facility for allowable costs. Allowable costs include those for patient
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care: additional labor costs attributable to the COVID-19 Public Health 
Emergency including, but not limited to, increased wages or benefits, shift 
incentive payments, staff retention bonuses, pay differential for workers 
employed by more than one facility, and overtime payments to nonmanagerial 
workers; and other appropriate costs that support the delivery of patient care. 
Other appropriate costs that support delivery of patient care include, but is not 
limited to, those for personal protective equipment, COVID-19 testing, infection 
control measures and equipment, and staff training. 

V. Methods and Standards for Establishing FS/NF-B Reimbursement Rates

A. Effective August 1, 2005, a FS/NF-B’s actual reimbursement rate (per diem
payment) is the amount the Department will reimburse to a FS/NF-B for services
rendered to an eligible resident for one resident day.  The per diem payment is
calculated prospectively on a facility-specific basis using facility-specific data
from the FS/NF-B’s most recent cost report period (audited or adjusted),
supplemental schedules, and other data determined necessary by the Department.
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O. Beginning with the rate period of August 1, 2020, through December 31, 2020, the increase in
the weighted average Medi-Cal reimbursement rate shall be 3.62 percent of the weighted
average rate from the previous rate year, plus the projected FS/NF-B Medi-Cal cost of
complying with new state or federal mandates. Total Medi-Cal reimbursement shall not
exceed any applicable federal upper payment limit.

P. For the calendar year 2021 rate year, the increase in the weighted average Medi-Cal
reimbursement rate shall be 3.5 percent of the weighted average rate from the previous rate
period, plus the projected FS/NF-B Medi-Cal cost of complying with new state or federal
mandates. Total Medi-Cal reimbursement shall not exceed any applicable federal upper
payment limit.

Q. For the calendar year 2022 rate year, the increase in the weighted average Medi-Cal
reimbursement rate shall be 2.4 percent of the weighted average rate from the previous rate
period, plus the projected FS/NF-B Medi-Cal cost of complying with new state or federal
mandates. Total Medi-Cal reimbursement shall not exceed any applicable federal upper
payment limit.

September 28, 2023




