DEPARTMENT OF HEALTH CARE SERVICES - September 9, 2016

REQUEST FOR STAKEHOLDER INPUT ON PROPOSED STATE PLAN
AMENDMENT 16-032 ADDING ALAMEDA HOSPITAL AND SAN LEANDRO
HOSPITAL TO LIST OF GOVERNMENT-OPERATED HOSPITALS RECEIVING
COST-BASED REIMBURSEMENT FOR INPATIENT SERVICES

The Department of Health Care Services (DHCS) requests input from beneficiaries,
providers and other interested stakeholders concerning the below State Plan Amendment
(SPA, no0.16-032) language which proposes to add Alameda Hospital and San Leandro
Hospital to the list of government-operated hospitals receiving cost-based reimbursement
for inpatient services.

SPA 16-032 proposes to revise the list of government-operated hospitals receiving cost-
based reimbursement for inpatient services under pages 46-51 of Attachment 4.19-A and
appendix 1 to attachment 4.19-A of the State Plan, and makes other technical corrections
to the relevant pages. Pursuant to enacted Senate Bill 815 (Chapter 111, Statutes of
2016), and specifically Welfare and Institutions Code Section 14184.30(a)(3), DHCS
seeks approval to apply the fee-for-service cost-based payment methodologies
implemented pursuant to Section 14166.4 to these two Alameda Health System hospitals
(Alameda Hospital and San Leandro Hospital) effective July 1, 2016.

DHCS is requesting stakeholder input, questions and concerns on the impact, if any, on
continued service access as a result of the proposed change in payment methodology for
Alameda Hospital and San Leandro Hospital.

DHCS requests that all comments be submitted via email to publicinput@dhcs.ca.gov
by 5 p.m. on September 23, 2016. Please note that comments will continue to be
accepted after September 23, but DHCS will be unable to consider those comments
prior to the initial submission of SPA 16-032 to the Centers for Medicare and Medicaid
Services.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

STATE: CALIFORNIA

REIMBURSEMENT TO SPECIFIED GOVERNMENT-OPERATED
HOSPITALS FOR INPATIENT HOSPITAL SERVICES

Notwithstanding any other provision of this State Plan, reimbursement for the costs of inpatient
hospital services described in this segment of Attachment 4.19-A that are provided to Medi-Cal
beneficiaries by government-operated hospitals meeting the requirements below will be
governed by this segment of Attachment 4.19-A.

A. Eligible Hospitals

1. Hospitals eligible for reimbursement under this segment of Attachment 4.19-A are
government-operated hospitals specified in Appendix 1 to this Attachment 4.19-A, and
any other government-operated hospitals receiving approval of the Centers for Medicare
& Medicaid Services.

[begin strikeout]2. To be eligible for reimbursement under this segment of Attachment 4.19-
A, government-operated hospitals specified pursuant to subsection 1 are required to
maintain a Selective Provider Contracting Program (SPCP) contract with the California
Department of Health Services (CDHS) in accordance with California Welfare and
Institutions Code section 14081 et seq.[end strikeout]

B. General Reimbursement Requirements

1. Except as provided in subparagraphs B.2 and B.3, below, payments to eligible hospitals
for inpatient hospital services rendered to Medi-Cal beneficiaries, exclusive of
psychiatric services and professional services, will be determined on a cost basis in
accordance with this segment of Attachment 4.19-A.

2. Eligible hospitals may receive payments for specified inpatient hospital services that are
paid independent of the cost-based payments specified in subparagraph B.1. Services to
be paid pursuant to this subparagraph B.2 will be determined by the State. Such
payments will be appropriately offset against the hospital’s costs pursuant to
subparagraph C.1.d, subparagraph D.3, and subparagraph E.4.

3. Eligible hospitals will receive supplemental payments for hospital facility construction,
renovation or replacement pursuant to California Welfare and Institutions Code section
14085.5 and disproportionate share hospital payments pursuant to the Disproportionate
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Share Hospital State Plan provisions at page 18 et seq. of this Attachment.

4. The hospital’s Medi-Cal 2552-96 cost report with fiscal years prior to May 1, 2010 or
Medi-Cal 2552-10 for fiscal years beginning on or after May 1, 2010, will be the basis for
determining the reimbursable costs under this segment of Attachment 4.19-A.

a.

The term “finalized Medi-Cal 2552-96 or 2552-10 cost report” refers to the cost
report that is settled by the California Department of Health Services, 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 or 2552-10 cost report” refers to the cost report
that is submitted by the hospital to A&I and is due five months after the end of the
cost reporting period.

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 segment of Attachment 4.19-A. These alternative statistics must be
consistent with alternative statistics approved for Medicare cost reporting purposes
and must be supported by auditable hospital documentation.

Nothing in this segment of Attachment 4.19-A 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.

Interim Per Diem Rates

For each eligible hospital, an interim per diem rate will be computed on an annual basis using
the following methodology:

1.

Using the most recently filed Medi-Cal 2552-96 or 2552-10 cost report, the cost
apportionment process as prescribed in the Worksheet D series will be applied to arrive at
the total Medicaid non-psychiatric inpatient hospital cost.

a. On the Medi-Cal 2552-96 or 2552-10 cost report, interns and residents costs should not

be removed from total allowable costs on Worksheet B, Part I,
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column 26 on the Medi-Cal 2552-96 or column 25 on the Medi-Cal 2552-10 cost
report. If the costs have been removed, the allowable interns and residents costs will
be added 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) on the Medi-Cal 2552-96 for the Worksheet C
computation of cost-to-charge ratios or column 24 (instead of column 26) on the
Medi-Cal 2552-10 cost report. Only those allowable interns and residents costs that
are consistent with Medicare cost principles will be added back. If the hospital is a
cost election hospital under the Medicare program, the costs of teaching physicians
that are allowable as Graduate Medical Education (GME) under Medicare cost
principles shall be treated as hospital interns and residents costs consistent with non-
cost election hospitals.

b. For hospitals that remove Medicaid inpatient dental services (through a non-
reimbursable cost center or as an A-8 adjustment), necessary adjustments will be
made to the Worksheet A trial balance cost (and, as part of the cost report flow, any
other applicable Medi-Cal 2552-96 or 2552-10 worksheets) to account for the
Medicaid inpatient dental services. This is limited to allowable hospital inpatient
costs and should not include any professional cost component.

c. The CDHS 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 or 2552-10 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 or 2552-
10 cost report. However, because the MMIS/claims system data would generally not
include all paid claims until at least 18 months after the Fiscal Year Ending (FYE) of
the cost report, the CDHS 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.

d. Non-contract Medicaid payments for the Medicaid inpatient hospital services of
which the costs are 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 subsection 2.
below. Supplemental payments under the contract for hospital facility construction,
renovation or replacement pursuant to California Welfare and Institutions Code
section 14085.5, and disproportionate share hospital payments pursuant to the
Disproportionate

TN No. 16-032___
Supersedes Approval Date Effective Date__ July 1, 2016
TN No. 05-021_




Attachment 4.19-A
Page 5

Share Hospital State Plan provisions at page 18 et seq. of this Attachment, are not
offset.

2. The Medicaid non-psychiatric inpatient hospital cost computed in subsection 1. above
should be divided by the number of Medicaid non-psychiatric inpatient hospital days as
determined in subsection 1 above for that period which corresponds to the most recently
filed Medi-Cal 2552-96 or 2552-10 cost report.

3. The Medicaid per day amount computed in subsection 2 above will be trended to current
year based on Market Basket update factor(s) or other approved hospital-related indices.
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:

a. Inpatient hospital costs not reflected on the filed Medi-Cal 2552-96 or 2552-10 cost
report from which the interim payments are developed, but which would be incurred
and reflected on the Medi-Cal 2552-96 or 2552-10 cost report for the current year to
which the interim rate will apply.

b. Inpatient hospital costs incurred and reflected on the filed Medi-Cal 2552-96 or 2552-
10 cost report from which the interim payments are developed, but which would not
be incurred and not reflected on the Medi-Cal 2552-96 or 2552-10 cost report for the
current year to which the interim rate will apply.

Such costs must be properly documented by the hospital, and are subject to review. The
result is the Medicaid non-psychiatric inpatient hospital cost per day amount to be used
for interim Medicaid inpatient hospital payment rate purposes.

4. The CDHS may apply an audit factor to the filed Medi-Cal 2552-96 or 2552-10 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 or 2552-10 cost reporting
periods for which final determinations have been made. The CDHS will identify such
percentage to CMS.

D. Interim Reconciliation

1. Each eligible hospital's interim Medicaid payments with respect to services rendered in a
fiscal year will be reconciled to its filed Medi-Cal 2552-96 or 2552-10 cost report for that
same fiscal year.

2. The hospital’s total Medicaid non-psychiatric inpatient hospital costs shall be determined
using its filed Medi-Cal 2552-96 or 2552-10 cost report for the
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applicable fiscal year and applying the steps set forth in paragraphs a — ¢ of
subsection 1 of Section C.

3. Non-contract Medicaid payments for the Medicaid inpatient hospital services of which
the costs are included in the Medicaid inpatient hospital non-psychiatric cost computation
described above, along with the interim Medicaid payments received for services
rendered in the fiscal year, must be offset against the computed Medicaid non-psychiatric
inpatient hospital cost. Supplemental payments under the contract for hospital facility
construction, renovation or replacement pursuant to California Welfare and Institutions
Code section 14085.5, and disproportionate share hospital payments pursuant to the
Disproportionate Share Hospital State Plan provisions at page 18 et seq. of this
Attachment, are not offset.

4. The CDHS may apply an audit factor to the filed Medi-Cal 2552-96 or 2552-10 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 or 2552-10 cost reporting
periods for which final determinations have been made.

5. If, at the end of the interim reconciliation process, it is determined that a hospital received
an overpayment, appropriate adjustments will be made to offset or otherwise recover the
overpayment.

E. Final Reconciliation

1. Each eligible hospital's interim payments and interim adjustments with respect to services
rendered in a fiscal year subsequently will be reconciled to its Medi-Cal 2552-96 or
2552-10 cost report for that same fiscal year as finalized by A&I for purposes of
Medicaid reimbursement.

2. The hospital’s total Medicaid non-psychiatric inpatient hospital costs shall be determined
using its finalized Medi-Cal 2552-96 or 2552-10 cost report and applying the steps set
forth in paragraphs a — b of subsection 1 of Section C.

3. In computing the Medicaid non-psychiatric inpatient hospital cost from the finalized
Medi-Cal 2552-96 or 2552-10 cost report, the Medicaid program data (such as Medicaid
days and charges) on the finalized cost report Worksheet D series will be updated as
necessary using 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.
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4. Non-contract Medicaid payments for the Medicaid inpatient hospital services of which
the costs are included in the Medicaid inpatient hospital non-psychiatric cost computation
described above, along with the interim Medicaid payments and interim adjustments
received for services rendered in the fiscal year, must be offset against the computed
Medicaid non-psychiatric inpatient hospital cost. Supplemental payments under the
contract for hospital facility construction, renovation or replacement pursuant to
California Welfare and Institutions Code section 14085.5, and disproportionate share
hospital payments pursuant to the Disproportionate Share Hospital State Plan provisions
at page 18 et seq. of this Attachment, are not offset.

5. |If, at the end of the final reconciliation process, it is determined that a hospital received
an overpayment, appropriate adjustments will be made to offset or otherwise recover the
overpayment.
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Appendix 1 to
Attachment 4.19-A

The government-operated hospitals listed below, and any other government-operated hospital
that subsequently is approved by the Centers for Medicare & Medicaid Services, and including
any successor or differently named hospital as applicable, will receive federal reimbursement for
inpatient hospital services provided to Medi-Cal beneficiaries using the cost-based
reimbursement methodology specified on pages 46 through 50 of this Attachment:

1) UC Davis Medical Center

@) UC Irvine Medical Center

(3) UC San Diego Medical Center

4 UC San Francisco Medical Center

(5) UC Los Angeles Medical Center, including Santa Monica/UCLA Medical Center
(6) L.A. County Harbor/UCLA Medical Center

(7) LA County Martin Luther King Jr. Charles R. Drew Medical Center (Closed 08/2007)
(8) LA County Olive View UCLA Medical Center

9) LA County Rancho Los Amigos National Rehabilitation Center
(10) LA County University of Southern California Medical Center
(11) Alameda County Medical Center

(12) Alameda Hospital (DPH date July 1, 2016)

(13) San Leandro Hospital (DPH date July 1, 2016)

(14)  Arrowhead Regional Medical Center

(15) Contra Costa Regional Medical Center

(16)  Kern Medical Center

(17)  Natividad Medical Center

(18)  Riverside University Health System — Medical Center

(19)  San Francisco General Hospital

(20)  San Joaquin General Hospital

(21)  San Mateo Medical Center

(22)  Santa Clara Valley Medical Center

(23)  Tuolumne General Hospital (Closed 06/2007)

(24)  Ventura County Medical Center
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