STATE OF CALIFORNIA-—HEALTH AND WELFARE AGENCY . GEORGE DEUKMEJIAN, Governor

DEPARTMENT OF HEALTH SERVICES

714/744 P STREET
SACRAMENIQ, CaA 95814

February 13, 1987

TO: All County Welfare Directors Letter Neo.: 87-8
All County Administrative Officers

SUBJECT: MEDI-CAL NOTICE-

This is to nctify you that the attached nctice is a copy of the
Department's irtent to change the methods and standards for
setting payment rates for out-of-state inpatient hospital reim-
bursement under the Medi-Cal program effective April 1, 1987.
Pursuant tec federal reguirements this notice must be made avail-
able to the public before the effective date of the change.
Pleasze vost a copv of this neotice in all of your reception areas
commencing immediately through April 1, 1287.

If you have any guestions regarding the posting of this special
nctice, please contact the Department's Rate Development Branch
at (91e6) 445-8128.

Sincerely,

Original signed by

Frank S. Martucci, Chief
Medi-Cal Eligibility Branch

Attachment

cc: Medi-Cal Liaisons
Medi-Cal Program Consultants

Expiration Date: &April 1, 1987



NOTICE_OF GEM 110 {NTEREST

Notlice 1s hereby glven, pursuant to the requirements of 42 C.F.F., Section
447,205, that the Director of the Department of Health Services infends to
change the Department's methods and standards fer setting payment rates for
services under the Medl-Cal pregram, as follows:

The state plan does nct speciflcally dlscuss a separate methed for out-
of~state hospltal relmbursement, *+herefore, under the existing state
plan all out-of-stave hespitals are subject to the same relmbursement
limitations as In-state hosplitals. The regulatory mechanisms currently
In place for Callfornia hospltals, the rate per discharge methodolocay,
the 55 percent occupancy standard, and peer groupling are all based cn
the accumuletion of two or more years of hospltal speciftic cost report
Informaticn which Is first audlted, then processed through detelled
formulas Involving many variables including hospltal speclflc
disclosure data not avallable In most other stetes. Thils report-driven
cost-based system Is clearly not workabie for payment to out-of-state
facllitles. To make cut-of-state hespital relmbursement contingent upon
these conditlions places an undo reporting and precedurz! burden con
these extremely smel!l velume hesplitels.

The proposed change provides for payment to indivicual out-of-state
hespitals beased con dete and methods zopliceble in thelr own state's
Fediceid program. The reimbursement to each out-of-state hospital will
, whenever pessitie, the hespital szpecific or stetewide reimbursement
charge ratlo (final or interim) proviced by its steté’s Medicaid
zgency. Hespitals lccated in states who fzil, for whatever reason, to
supply The necessary Infermaztion with which to calculate this ratio
wiil be reimbpursed at the California average interim rate. All
payments wlll be final unless & chance Is determired as 2 result cf an
administrative adjustment. Hospltals may request an administretive

ad justment to the payment rate within 60 days c¢f notice of payment.

The request must be in writing and will be granted If the hespital
submits documentation verifled by Its Medlcaid zgency that the
hospital's reimbursement to charge ratic pald by that agency Is greater
than the Medi-Cal payment rate for the same +ime period. The decision
cn the administrative adjustment shell be final and not subject to
further zppeal. '
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This change is being made to regulete ocut-of-stete hcspital relmbursement In
order to comply with Federal laws and regulations concerning payment for
inpatient hospital care end in order to comply with the requirements of
Celifernie Welfare & Instituticons Code Sectlons 140886 and 14105.1. In
acdition, I+ is intencded to fill an adminlistrative velcd In the reguletions
by establishing speclfic reimbursement methode applicable to hospiteals
cutsice Califernia. In doing so, this chence will allow reimbursement to
out-oi-stete hospitals for care of Californiz eligible patlients at rates
zcpiicable to the cenditions those hospltels cperate under, cr in the

[
atsence of dete, et rates comparable to the prevailing situaticn in
Celiferrnie Tor efficlent end economical provisicn of InpatienT hospita!
sz jces



The estimated decrease In annual expendltures expected from this actlon Is
$3,088,000 In the fIrst year of Implementation ($1,544,000 in the state's
géneral fund and $£1,544,000 in. federal funds}. The savings [n each
subsequent year Is undetermined. ' :

This notice of proposed change s avallable for public review in the County
el fare offlice of each county., Written comments by Interested perscns may
be sent to the Hospltal Relmbursement Section of the Department of Health
Services, 7t4 P Street, P. 0. Box 942732, Sacramento, CA 94234-7320 where
they may be reviewed by the public.

A public hearing willl be scheduled on the proposed regulations Tmplementing
these changes. Information regarding locatlion, time, and date may be
obtalned from the Offlce of Fegulations, Deparitment of Health Services,

714 P Street, P. 0. Box 942732, Sacramento, CA 94234-7320.



