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Overview 

This supplement describes ( I  ) the methodology for establishing the rates used for the 
i ntetirn reimbursement of Local Education Agency (LEA) assessment and treatment 
services, (2) the process used to certlfy that expenditures attributed to LEA services are 
eligible for federal financial participation, and (3) the process for reconciliation of the 
interim payments to the certified costs. Sections A-D include both thca general 
methodology regarding costs and service times, along with specific considerations for 
IEPIIFSP assessments and treatment services. Sections E-G address specific 
considerations for Non-IEPIIFSP assessments. Sections H-K cover the certification 
process, including the process for reconciliation. The terms "IEP," and "IFSP" are 
defined under the federal Individuals with Disabilities Education Act (IDEA). 

Payment for Local Education Agency (LEA) Services 

LEAs providing assessment and treatment services as defined in Attachment 3.1-A and 
Attachment 3.1 -6 will be reimbursed on an interim basis according to a statewide 
prospective fee schedule that reflects the LEAs' cost of providing services, determined 
as specified in Sections A through G, below. 

IEPIIFSP Assessrnents and Tt-eatrnent Services 

A. Interim Payment Methodology Overview 

1. lnterim reimbursement rates for treatment and IEPIIFSP assessment services for 
the period April 1,2003, through June 30, 2004, were developed from data 
reported in cost and time surveys from a sample of LEA providers. As described 
in paragraphs B.l through 8.3, median hourly costs for each type of qualified 
practitioner (e.g., psychologist, speech therapist, audiologist, etc.) were 
developed from data reported in the cost survey. 

2. Median treatment and IEPllFSP assessment times by service type (e.g., 
psychology and counseling, speech therapy, and audiology, etc.) were 
developed from data reported in a time survey consisting of two instruments, a 
Treatment Service Questionnaire and an IEP Time Survey. Median treatment 
and IEPIIFSP assessment times by service type were applied to the median 
hourly costs for the corresponding practitioners to develop the fee schedule. 

3. Rates for IEPIIFSP assessments and treatment services will be annually 
adjusted in subsequent periods by applying the Implicit Price Deflator, which is 
published by the U.S. Department of Commerce. The interim rates will be 
rebased at least once every three years using a methodology similar to that 
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described in Sections B-G. Rebasing will not occur until July 1, 2007, at the 
earliest. 

B. Hourly Costs 

Health care-related costs were identified by type of practitioner from the cost 
survey and included salary, benefits and other personnel expenses for SFY 
2000-01. Indirect costs were calculated by applying the LEA'S approved indirect 
cost rate to the health-care related costs. Education-related costs were 
excluded. The hourly basis for the costs was based on total annual hours 
required to work. Each cost survey received a desk or field review to evaluate 
the reasonableness of the data provided. All costs used in the calculation were 
in compliance with OM5 Circular A-87. 

Costs for SFY 2001-02 were determined by adjusting cost for SFY 2000-01 for 
inflation. The inflation adjustment was accomplished by applying the annual 
percentage increase in certificated salaries to the salary component of reported 
costs and the Implicit Price Deflator for State and Local Government Purchases 
of Goods and Services (Implicit Price Deflator) to the remaining cost components 
(i.e., benefits, other personnel expenses, facility costs, and adrr~inistrative costs). 
The annual percentage increase in certificated salaries for each LEA is published 
by the California Department of Education. The Implicit Price Deflator, published 
by the U.S. Department of Commerce, is an inflation index that measures the 
change in the prices of goods and services that governments purchase. Median 
hourly costs for each type of practitioner were developed from these adjusted 
costs. 

3. Median hourly costs for each type of practitioner were adjusted to the midpoint of 
the impternentation period of April 1,2003, through June 30,2004, by applying 
the LEA Cost of Living Adjustment based on the Implicit Price Deflator. The Cost 
of Living Adjustment is an inflation percentage designated by the legislature to 
adjust state apportionments for K-12 Education on an annual basis. 

C. IEPllFSP Assessments 

1. Median assessment times for IEPllFSP assessments were developed using time 
reported in the IEP Time Survey and validated in interviews with health service 
practitioners. 

2. Service Categories 

Assessment time from the IEP Time Survey was evaluated by service type 
(psychology, health, speech therapy, audiology, occupational therapy, and 
physical therapy) and IEPllFSP type of review (initial, annual, triennial, and 
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amended). Two versions of IEPllFSP assessment rates for each service type 
were developed: 

(a) Assessment conducted for an initial or triennial IEPIIFSP review 

The initial review is conducted for a student that has not yet been determined 
to be eligible for services under IDEA. The triennial review occurs every 36 
months. 

(b) Assessment conducted for an annual or amended IEPIIFSP review 

The annual review occurs every year to determine whether the existing 
IEPIIFSP is appropriately meeting the needs of the child. 'The amended 
review occurs periodically when requested by a parent, guardian or 
professional working with the student or when a student triansfers from one 
LEA to another. 

Rates for IEPIIFSP assessments provided by social workers and counselors will 
be based on the time incremental cost of these practitioners and billed in service 
units representing 15-minute increments. Rates for IEPIIFSP assessments 
provided by physicians will be based on the time incremental cost of school 
nurses (used as a proxy) and billed in service units representing 15-minute 
increments. The use of the school nurse cost as a proxy for physician cost is 
described in paragraph F.2. in "Non-IEPIIFSP Assessments" on page 5. Rates 
for physical therapists, speech therapists, psychologists, nurses, audiologists and 
occupational therapists will be billed on a flat rate basis, regardless of service 
time spent. 

D. Treatment Services 

1. Median treatment times for psychology and counseling, speech therapy, 
audiology, occupational therapy, and physical therapy were developed using time 
reported in the Treatment Service Questionnaire. Each Treatment Service 
Questionnaire was subjected to a desk review to evaluate the reasonableness of 
the data provided. 

(a) Treatment servic~ rates for psychology and counseling, speech therapy, 
audiology, occupational therapy and physical therapy were developed based 
on an initial service increment range of 15 to 45 minutes as well as additional 
rate increments of 15 minutes. Time spent by health service practitioners for 
preparation and cornpletion activities and travel have been included in the 
development of initial service rates (but not the additional 15-minute 
increment rates) for these services. The initial service billed for these 
practitioners represents any amount of treatment time between 15 and 45 
minutes. Additional treatment time beyond the initial 45 minutes will be billed 
as one unit for each 15-minute increment of treatment time. 
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(b) Individual treatment service rates were developed for psychology and 
counseling, speech therapy, audiology, occupational therapy, and physical 
therapy. Group treatment service rates were developed for psychology and 
counseling and speech therapy. 

2. A rate for hearing checks that do not meet the minimum treatment time of 15 
minutes for the initial service increment (described in paragraph 0.1 .a.) was 
developed. This rate is based on 10 minutes of direct service time for 
audiologists plus the time spent by audiologists for preparation and completion 
activities and travel time. This treatment will be billed as one unit for each 
hearing check that requires less than 15 minutes of treatment time. 

3. Individual treatment service rates for nursing or trained health care aides were 
based on 15 minute increments and do not include indirect service time. Indirect 
service time for nurses or trained health care aides will not be billed. Individual 
treatment service rates for nursing or trained health care aides will be billed as 
one unit representing up to 15 minutes of treatment time. 

Non-IEPfIFSP Assessments 

E. Providers may bill for six assessment types: hearing, vision, health (including 
assessment of nutritional status), psychosocial, developmental, and health 
educationlanticipatory guidance appropriate to age and health status. ,The cost 
survey described in "A. Methodology Overview" on page 1 was used to develop 
reimbursement rates for five of the six specific non-IEPIIFSP assessments, 
excluding the hearing assessment. These five non-IEPIIFSP assessment rates 
are based on the time incremental costs of the practitioners qualified to provide 
each assessment type. 

F. The cost survey resulted in the use of proxies for physician, optometrist or 
audiometrist services for the following non-IEPIIFSP assessments: 

1. Specific audiometry rates from the Medi-Cal Fee Schedule will be used for 
hearing assessments. 

2. School nurses are qualified to perform the same LEA assessments as 
optometrists (vision) and physicians (vision, health, and health 
education/anticipatory guidance). The school nurse hourly cost will be 
used as a proxy for physician and optometrist services. 
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G. Rates for hearing and vision assessments will be encounter-based, and billed 
regardless of assessment time spent. The flat rate for vision assessments will be 
calculated based on five minutes of the school nurse hourly cost. Rates for the 
remaining four non-IEPfIFSP assessments (health, psychosocial, developmental 
and health educationlanticipatory guidance) will be billed in units representing 
15-minute increments of assessment time. Rates for non-IEPIIFSP assessments 
will be adjusted in the same manner as are IEPftFSP assessments as described 
in paragraph A.3. 

Certification of Expenditures Eligible for Federal Financial Participatio~l 

H. LEAS are required to provide certification to the State that the amount reported 
by them for LEA services represent total actual expenditures incurred (both state 
and federal share) eligible for federal participation. Expenditures certified by the 
LEA to the State will represent the amount eligible for federal financial 
participation. Such allowable certified public expenditures will determine the 
amount of federal financial participation claimed by the State. 

I. Each LEA will certify to the Department, on an annual basis, the amount of its 
eligible costs to provide LEA services pursuant to Section H, arid will compare its 
total computable eligible costs to the interim Medi-Cal reimbursement ("Cost and 
Reimbursement Comparison Schedule" as specified by the Department and 
approved by the Centers for Medicare & Medicaid Services) using the following 
methodology: 

1. Total personnel costs, consisting of salaries, benefits and other costs such 
as materials and supplies and contractor costs, necessary for the 
provision of health services will be reported for personnel providing health 
services by practitioner type (psychologist, speech therapist, etc.). The 
Department will specify allowable codes from the Standardized Account 
Code Structure (SACS), a comprehensive system of acc~unting and 
reporting school district revenues and expenditures. Personnel costs that 
are funded by federal revenues other than Medicaid will be excluded. All 
costs used to determine the certified actual costs must be in compliance 
with OM6 Circular A-87, and, to the extent not governed by Circular A-87, 
by Generally Accepted Accounting Principles. 
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in State Plan Amendment 03-024 was implemented. In subsequent years, the 
certification and schedule will be due by November 30 after the close of each 
fiscal year. 

2. Keep, maintain and have readily retrievable, such records to fully disclose its 
LEA costs eligible for federal financial participation. Such documentation must 
be maintained for a period of no less than three years. 

K. Department's Responsibilities 

1. The Department will reconcile the total expenditures (both State and federal 
share) for LEA services to the interim Medi-Cal amounts paid for the fiscal year 
period. LEAS will complete the Cost and Reimbursement Comparison Schedule 
(CRCS) and submit the schedule rto later than 5 months after the June 30 fiscal 
year period. The Department will initiate final reconciliation (settlement) of the 
Medi-Cal share of each LEA's cost for the period, no earlier than 12 months from 
the end of the June 30 fiscal year period. The CRCS reported expenditures will 
be compared against the Electronic Data Systems (EDS) payment claim data. 
Based on the interim payments received by the LEA during the fiscal year period, 
the Department will calculate the final settlement amount. 

2. The LEAs will submit claims/billings in accordance with California Welfare and 
Institutions Code section 141 15. The Department will adjust the affected LEA's 
payments no less than annually, when any reconciliation or final settlement 
results in significant underpayments or overpayments to any LEA. If the interim 
Medi-Cal payments exceed the actual, certified costs of an LEA's Medi-Cal 
services, the Department will offset future claims from the affected LEA until the 
amount of the overpayment is recovered. If the actual certified costs of an LEA's 
Medi-Cal services exceed interim Medi-Cal payments, the Department will pay 
this difference to the LEA. By performing the reconciliation and final settlement 
process, there will be no instances where total Medi-Cal payments for services 
exceed 100 percent of actual, certified expenditures for providing LEA services 
for each LEA. 

3. As part of its financial oversight responsibilities, the Department will develop 
audit and review procedures to reconcile and process final settlements for each 
LEA. The audit plan will include a risk assessment of the LEAs using paid claim 
data available from the Department to determine the appropriate level of 
oversight. The financial oversight of all LEAS will include reviewing the allowable 
costs in accordance with OMB Circular A-87 (and to the extent not governed by 
Circular A-87, Generally Accepted Accounting Principles will be applied), 
performing desk audits, and conducting limited reviews. For example, field 
audits will be performed when the Department finds a substantial difference 
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between filed cost information and the Department's payment data for particular 
LEAs. These activities will be performed within the timeframe in accordance 
with Welfare and lnstitutions Code section 141 70, that requires the Department 
to audit and perform final settlement no later than 3 years from the date the 
CRCS is submitted. LEAs may appeal audit findings in accordance with Welfare 
and lnstitutions Code section 141 71. 

4. If the Departmerrt becomes aware of potential instances of fraud, misuse, or 
abuse of LEA services and Medi-Cal funds, it will perform timely audits and 
investigations to identify and take the necessary actions to remedy and resolve 
the problems. 
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