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STATE PLAN AMENDMENT NO. 10-010 

Dear Ms. Nagle: 

The Department of Health Care Services is submitting the enclosed State Plan 
Amendment (SPA) 10-010 to revise the reimbursement methodology under which the 
Targeted Case Management Program reimburses services provided by government 
agencies. The basis for the revisions is to adopt a more specific certified public 
expenditure methodology. This SPA, Attachment 4.19-B for Reimbursement 
Methodology for Targeted Case Management Services, will make changes to 
California's Medicaid State Plan under Title XIX of the Social Security Act. 

This SPA conforms to CMS 2237-Final which revised Title 42, Code of Federal 
Regulations, Parts 431, 440 and 441. The effective date of the SPA will be 
July 1, 2010. 

If you have any questions or concerns regarding the proposed provis~ons, please 
contact Ms. Jalynne Callori, Assistant Division Chief, Safety Net Financing Division at 
(91 6) 552-921 5. 
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cc: Mr. Robert O'Neill, Deputy Director 
Audits and Investigations Division 
Department of Health Care Services 
MS 2000 
P.O. Box 99741 3 
Sacramento, CA 95899-741 3 

Ms. Jalynne Callori 
Assistant Division Chief 
Safety Net Financing Division 
Department of Health Care Services 
MS 4504 
P.O. Box 997413 
Sacramento, CA 95899-7436 
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State Plan under Title XIX of the Social Security Act 

State/Territory:  CALIFORNIA 
 

TARGETED CASE MANAGEMENT REIMBURSEMENT METHODOLOGY 
Reimbursement methodology for Case Management Services as described in 

Supplement 1a, 1b, 1d, 1e, 1f, and 1h to Attachment 3.1.A 

 

TN# 10-010            Approval Date                        Effective Date__July 1, 2010__ 
Supersedes  
TN# 00-013  
                                                                                                                          

General Applicability 
 
Notwithstanding any other provisions of the State Plan, this segment of the Plan sets 
forth special payment rules that apply to the categories of services listed below only 
when those services are provided to eligible beneficiaries. These provisions apply to the 
targeted case management services set forth in Supplement 1a, 1b, 1d, 1e, 1f, and 1h to 
Attachment 3.1-A: 
 

1. Assessment 
2. Plan Development 
3. Linkage and Consultation 
4. Assistance in Accessing Services 
5. Crisis Assistance Planning 
6. Periodic Review 

 
Reimbursement rates will be established for a specific unit of service.  The unit of 
service will be an encounter. 
 
An encounter is defined as a face-to-face contact or a telephone contact for the purpose 
of rendering one or more Targeted Case Management (TCM) service components by a 
case manger.  A telephone contact may be reimbursed in lieu of a face-to-face contact 
only when services are provided and when environmental considerations preclude a 
face-to-face encounter.  
 
Cost-Based Reimbursement Methodology 
 

The following general provisions apply to all services identified above.  
Reimbursement to Local Governmental Agencies (LGAs) will be for 100 percent of 
reasonable and allowable costs for Medi-Cal services rendered to Medi-Cal 
beneficiaries at the applicable Federal Medicaid Assistance Percentage (FMAP) rate.  
Reasonable and allowable costs will be determined in accordance with applicable 
cost-based reimbursement requirements set forth below, including those in the 
regulations and publications noted below (except for modifications described in this 
segment of the State Plan or otherwise approved by the Centers for Medicare & 
Medicaid Services (CMS)): 

 
1. LGAs will identify the funding sources for all expenditures submitted as Certified 

Public Expenditures (CPEs) for billable TCM services provided to Medi-Cal 
beneficiaries described in Supplement 1a, 1b, 1d, 1e, 1f, and 1h to Attachment 
3.1-A.  A determination will be made as to whether any of the expenditures, on 
the basis of the funding sources identified, cannot be used for claiming federal 
reimbursement pursuant to Section 433.51 of Title 42 of the Code of Federal 
Regulations (CFR).
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2. Allowable costs will be determined in accordance with all of the following: (a) the 

reimbursement methodology for cost-based entities outlined in 42 CFR Part 413; 
(b) the Provider Reimbursement Manual (CMS Pub. 15-1); (c) OMB A-87, and (d) 
all applicable federal directives, which establish principles and standards for 
determining allowable costs and the methodology for allocating and apportioning 
those expenses to the Medi-Cal program, except as expressly modified herein. 

 
3. In calculating CPEs or in performing any reconciliation required by this segment 

of the State Plan, any payments made by or on behalf of a Medi-Cal beneficiary 
for services reimbursed under this segment of the State Plan will be used to 
reduce the amount submitted for purposes of federal reimbursement. 

 
4. The allowable costs which may be certified under this methodology include TCM 

and overhead costs, determined pursuant to paragraph 6, which are incurred 
providing covered services to Medi-Cal beneficiaries described in Supplement 
1a, 1b, 1d, 1e, 1f, and 1h to Attachment 3.1-A.   

 
5. Each eligible LGA will complete an annual cost report in the format prescribed by 

DHCS which will include a certification that the costs included in the report have 
been expended and that the expenditures are eligible for federal reimbursement 
pursuant to 42 CFR 433.51. 
     
Notwithstanding any regulation to the contrary, cost reports are to be submitted 
by eligible LGAs no later than November 1 after the close of the fiscal year. 
 

6. When applicable, LGAs, or subcontracted providers, participating in TCM will be 
required by the department to submit a time survey based on a CMS approved 
methodology.  The time survey percentage will be applied to time spent on direct 
TCM services and directly related activities, time spent on non-TCM services and 
related activities, and general and administrative time allowable for reallocation.  
For the cost report, the time survey results will be used to calculate labor costs of 
performing TCM services, and overhead costs related to performing TCM 
services. 

 
7. The department will ensure “free care” and “third party liability” requirements are 

met. For purposes of this paragraph, “free care” means services that are 
available without charge to all persons in the community, where there is no 
beneficiary liability, and where Medicaid claiming is not authorized. 
 

8. The department will conduct an annual survey of insurance carriers to determine 
whether TCM services, as described in this State Plan, are included and paid for 
as a covered benefit.  The survey results will be used in determining the extent of 
Medicaid’s payment liability in accordance with federal regulations set forth in 42 
CFR 433.139(b). 
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Interim Claiming Methodology  
 

1. Annually, for each LGA, the Department will establish an interim, all-inclusive 
reimbursement rate (interim rate) for each target population by dividing the total 
allowable costs from the most recently filed cost report by total encounters from 
the same report.  The interim rate will be used for the initial submission of CPEs 
by the LGAs.  Where an LGA files more than one cost report for a specific target 
population, the cost report that contains 100 percent of the target population’s 
costs and encounters will be used for the purpose of establishing the interim rate. 
The State may periodically adjust such rates for inflation or to take into 
consideration increases or decreases in costs not reflected in the most recently 
filed cost report to ensure that CPEs based on the interim rates approximate 
actual allowable costs; however, in no event will the interim all-inclusive payment 
rates exceed 95 percent of approximated actual allowable costs per encounter.  

 
2. CPEs submitted by each LGA for TCM services to which this segment of the 

State Plan applies will be based on the interim rate per encounter. 
 

Interim Reconciliation  
 

1. After receipt of the filed cost report, due November 1, the Department will 
perform an interim reconciliation of interim claims for federal reimbursement to 
allowable costs (as reported on the filed cost report(s)) multiplied by the FMAP 
beginning July 1 of the following fiscal year.  Final rates based on the filed cost 
report(s) will be applied at this time.   
 
In performing this interim reconciliation, the Department may, if appropriate, 
make adjustments to costs reported on the filed cost(s) reports based on the 
results of the most recent audit of a prior year’s cost report.  The Department will 
follow federal Medicaid procedures for managing overpayments of federal 
Medicaid funds.  If it is determined that an eligible TCM provider has been 
underpaid, the eligible provider will receive an adjusted payment amount.  
 

2. Where an LGA files more than one cost report for a specific target population, the 
cost report that contains 100 percent of the target population’s costs and 
encounters will be used for interim reconciliation.
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Final Reconciliation 
 

1. Interim claims based on CPEs submitted by LGAs (as adjusted during interim 
reconciliation process) will be reconciled to audited allowable costs multiplied by 
the FMAP.  If it is determined that the LGA has been overpaid, the LGA will repay 
the Medi-Cal program.  The Department will follow federal Medicaid procedures 
for managing overpayments of federal Medicaid funds.  If it is determined that an 
LGA has been underpaid, the LGA will receive an adjusted reimbursement 
amount. 
 

2. A final reconciliation will be performed by the Department only if there is an audit 
of the TCM cost report.  The final reconciliation will be performed based on the 
audited costs. 
 
  
 
 
 

 
 
 
 
 

 




