DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850

CENTERS FOR MEDICARE & MEDICATD SERVICES
CENTER FOR MEBICAID & CHIEP SERVICEY

DEC 04 2013
Toby Douglas, Director
California Department of Health Care Services
P.O. Box 997413, MS 0000
Sacramento, CA 95899-7413
RE: California State Plan Amendment 13-019

Dear Mr. Douglas:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid state plan
submitted under transmittal number (TN) 13-019. Effective August 1, 2013, this amendment changes
the audit selection methodology for purposes of rate setting for intermediate care facilities for the

developmentally disabled (including habilitative and nursing).

We conducted our review of your submittal according to the statutory requirements at sections
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
13-019 is approved effective August 1, 2013. We are enclosing the HCFA-179 and the amended plan

pages.

If you have any questions, please call Mark Wong 415-744-3561.

fafler-s

Director

Enclosures
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11. The effect of the reduction specified in paragraph M.1 will be monitored in
accordance with the access monitoring plan in Attachment 4.19-F.

12.a. Notwithstanding Sections Ill.A, IV.A.l and IV.A.2 of this Attachment (at pages 9
and 10), effective with the 2012-13 rate year, DHCS will use audited costs in
determining rates for those facilities which were audited, and will apply the
ICF/DD-H and ICF/DD-N audit adjustment factors (as described in
Section IV.A) to facilities which were not audited.

b Notwithstanding Sections IIl.A, IV.Al, IV.A.2, and IV.M.12.(a) of this Attachment
(at pages 9, 10, and 15.4¢.3), beginning with the 2013-14 rate-year, DHCS wiill
use facility-specific audited costs to calculate the rates for audited facilities.

DHCS will use reported costs to calculate the rates for those facilities which were
not audited. Beginning with the 2013-14 rate-year, the ICF/DD, ICF/DD-H, and
ICF/DD-N audit adjustment factors (as described in Section IV.A) will not be
applied.

DHCS will audit one hundred percent of ICF/DD facilities. ICF/DD-H and
ICF/DD-N facilities to be audited will be selected on the basis of reported and
projected costs, and will include those facilities which would be adversely
impacted under the rate methodology detailed in Section IV.M of this Attachment,
if the audit adjustment factors (as described in Section IV.A), are 10% or less.

ICF/DD-H and ICF/DD-N facilities will not be selected for an audit if their reported
and projected costs are low or high enough that the minimum or maximum rate
would still be assigned with an audit adjustment factor up to and including 10%.
This audit range takes into consideration the 5% increase per paragraph M.1 of
this Section.

13.a (i) Inthe eventthat DHCS determines, pursuant to subparagraph M.13.b,
that reduced per-diem reimbursement rates calculated using the
methodology specified in subparagraph M.1 may be insufficient to enlist or
maintain participation of providers of ICF/DD services, DHCS will institute
a per-diem rate for a 120 day review period for facilities statewide that will
be equal to the per-diem reimbursement rates in effect for the 2008-09
rate-year. DHCS may adjust the per-diem rate for one or more mandates
that are applicable to the providers of ICF/DD services.

(i) Inthe event that DHCS determines, pursuant to subparagraph M.13.b,
that reduced per-diem reimbursement rates calculated using the
methodology specified in subparagraph M.1 may be insufficient to enlist or
maintain participation of providers of ICF/DD-H or ICF/DD-N services,
DHCS will institute a per-diem rate for a 120 day review period for facilities
in a geographic area (as defined in paragraph 13.d) that will be equal to
the per-diem reimbursement rates in effect for the 2008-09 rate year.

TN 13-019
Supersedes
TN 11-010B Approval Date JEC 04 2013 Effective Date August 1, 2013
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DHCS may adjust the per-diem rate for one or more mandates that are
applicable to the providers of ICF/DD-H or ICF/DD-N services.

b. The determination described in subparagraphs M.13.a(i) and M.13.a(ii) will be
made when the number of licensed beds decreases by 5 percent or more,
relative to when the per-diem reimbursement rate decrease took effect, in either
of the following:

e |ICF/DDs statewide, if the total resident occupancy level statewide is equal
to or in excess of 98 percent.

¢ An ICF/DD-H or ICF/DD-N geographic area (as defined in paragraph 13.d)
where the total resident occupancy level is equal to or in excess of 98
percent.

The number of licensed beds will be measured on an ongoing basis, and the
occupancy levels will be measured on a quarterly basis in accordance with the
DHCS’ monitoring plan at Attachment 4.19-F, entitled “Monitoring Access to
Medi-Cal Covered Healthcare Services”.

c. The 120-day review period will begin on the date that DHCS notifies CMS of its
intention to increase the rate. DHCS will also notify the affected providers of the
effective date of the rate increase, and will provide the data that triggered the rate
change.

d. A geographic area is defined as a geographic peer-group for purposes of this
Paragraph M. A listing of the counties comprising each geographic peer-group
can be found in Section V, at page 18 of Supplement 4 to Attachment 4.19-D.

e. In conjunction with the reinstatement of per-diem reimbursement rates to the
2008-09 levels for a given geographic peer-group for ICF/DD-H and ICF/DD-N,
and ICF/DD statewide, DHCS shall have a period of 120 days to conduct an
analysis of the extent to which reduced per-diem reimbursement rates may have
resulted in the decrease in the number of licensed beds. Once DHCS has
concluded its analysis, it shall notify Centers for Medicare & Medicaid Services’
Regional Office and affected providers of its final determinations and provide the
data in support of DHCS' analysis and conclusion. DHCS will then take one of
the following actions:

(i) Restore the reduced per-diem reimbursement rates previously in effect,
because DHCS’ analysis determined that the decrease in the number of
licensed beds was not related to the reduced per-diem reimbursement
rates.

TN 13-019
Supersedes
TN 11-010B Approval Date DEC 04 2013 Effective Date August 1, 2013
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(i) Submit another SPA within the next 90 days following the initial 120 days
to adjust the per-diem reimbursement rates. The higher rates paid under
paragraphs 13.a(i) and (ii) shall remain in effect as the reimbursement ‘
rates up to the effective date of the new SPA. The higher rates paid under
paragraphs 13.a(i) and (ii) shall also continue to be paid, as interim rates,
from the effective date of that new SPA until that SPA is approved; the
rates approved under the new SPA will then be retroactively applied back
to the effective date of that SPA.

f.  The effective date for making the determination set forth in subparagraph 13.b
will be based on the effective date of SPA 11-010B (that is August 1, 2012). For
purposes of this determination, each facility category as identified in
subparagraphs 13.a(i) and 13.a(ii) will be examined separately.

g. The reimbursement rates resulting from the application of this Paragraph M.12 will
be published on the DHCS website at the following link:
http://www.dhcs.ca.gov/services/medi-cal/Pages/L TCRU.aspx.

TN 13-019
Supersedes
TN NONE Approval DatdEC 04 2013 Effective Date August 1. 2013
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