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State/TerritoryCalifornia

Citation ConditionorRequirement

REIMBURSEMENTOFREHABILITATIVEMENTALHEALTHANDTARGETEDCASE
MANAGEMENTSERVICES

A.GENERALAPPLICABILITY
Reimbursementofrehabilitativementalhealthandtargetedcasemanagement
servicesprovidedbyeligibleprivateproviderswillbelimitedtothelowerofthe
provider’sreasonableandallowablecost, asdeterminedintheCMSapproved
State-developedcostreport, orusualandcustomarychargeforthetypeofservice
providedforthereportingperiod.  Reimbursementofrehabilitativementalhealthand
targetedcasemanagementservicesprovidedbycountyownedandoperated
providersandcountyownedandoperatedhospital-basedproviderswillbebased
upontheprovider’scertifiedpublicexpenditurespursuanttoSection433.51ofTitle
42CodeofFederalRegulations.  

B.DEFINITIONS
Servicecoordinatingorganization” meansaprivatelyoperatedentitythatcontracts

witheligibleprovidersandarrangeswiththoseprovidersforthedeliveryof
rehabilitativementalhealthservicesand/ortargetedcasemanagementservices
providedtoMedi-Calbeneficiaries.  Aservicecoordinationorganizationdoesnot
providerehabilitativementalhealthservicesand/ortargetedcasemanagement
services.   

Cognizantagency” forcountyownedandoperatedprovidersmeanstheCalifornia
StateController’sOffice.  TheCognizantagencyforotherprovidersmeansthe
singlefederalagencythatrepresentsallotherfederalagenciesindealingwitha
granteewithincommonareas, suchasthedevelopmentofanindirectcostrate.    

Countyownedandoperatedhospital-basedoutpatientprovider” meansahospital
thatisownedandoperatedbyacountygovernmentandthatprovidesrehabilitative
mentalhealthortargetedcasemanagementservicestoMedi-Calbeneficiarieson
anoutpatientbasis.  

Countyownedandoperatedprovider” meansaproviderofrehabilitativemental
healthandtargetedcasemanagementservicesthatisownedandoperatedbya
countygovernment, whichprovidesservicesthroughemployedorcontracted
licensedmentalhealthprofessionals, waivered/registeredprofessionalsandother
qualifiedprovidersasthoseprovidersaredefinedinSupplement1andSupplement
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State/Territory California

Condition or Requirement

REIMBURSEMENT OF REHABILITATIVE MENTAL HEALTH AND TARGETED CASE MANAGEMENT 
SERVICES

A. GENERAL APPLICABILITY

B. DEFINITIONS

TN No. 09-004 Supersedes TN No. 
93-009

Approval Date: FEB 16. 2016

Reimbursement of rehabilitative mental health and targeted case management
services provided 
by eligible private providers will be limited to the lower of the
provider�s reasonable and 
allowable cost, as determined in the CMS approved
State-developed cost report, or usual and 
customary charge for the type of service
provided for the reporting period. Reimbursement of 
rehabilitative mental health and
targeted case management services provided by county owned 
and operated
providers and county owned and operated hospital-based providers will be 
based
upon the provider�s certified public expenditures pursuant to Section 433.51 of Title
42 
Code of Federal Regulations.

Effective Date: JAN 01, 2009

�Service coordinating organization� means a privately operated entity that contracts
with 
eligible providers and arranges with those providers for the delivery of
rehabilitative 
mental health services and/or targeted case management services
provided 
to Medi-Cal beneficiaries. A service coordination organization does 
not
provide rehabilitative mental health services and/or targeted case management
services.

�Cognizant 
agency� for county owned and operated providers 
means the California
State Controller's Office. The Cognizant agency for 
other providers means the
single federal agency that represents all other federal 
agencies in dealing with a
grantee within common areas, such as the development 
of an indirect cost rate.

�County owned and operated hospital-based 
outpatient provider� means a hospital
that is owned and operated by 
a county government and that provides rehabilitative
mental health or targeted case 
management services to Medi-Cal beneficiaries on
an outpatient basis.

�County 
owned and operated provider� means a provider of rehabilitative 
mental
health and targeted case management services that is owned 
and operated by a
county government, which provides services through employed 
or contracted
licensed mental health professionals, waivered/registered professionals 
and other
qualified providers as those providers are defined in Supplement 
1 and Supplement
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3toAttachment3.1-AoftheStateplan.   Countygovernmentproviderdoesnot
includeacountygovernmenthospital-basedoutpatientprovider, individualprovider,  
groupprovider, orservicecoordinatingorganization.   

Eligibleprovider” meansacountyownedandoperatedhospital-basedoutpatient
provider, stateownedandoperatedhospital-basedoutpatientprovider, private
hospital-basedoutpatientprovider, countyownedandoperatedprovider, state
ownedandoperatedprovider, privateorganizationalprovider, individualprovider,  
groupprovider, orotherqualifiedprovider. 

Groupprovider” meansanorganizationthatprovidesrehabilitativementalhealth
servicesthroughtwoormoreindividualproviders, suchasindependentpractice
associations.  Groupprovidersdonotincludehospital-basedoutpatientproviders,  
countyownedandoperatedproviders, privateorganizationalproviders, or
administrativeserviceorganizations.   

Individualprovider” meansalicensedmentalhealthprofessionalwhosescopeof
practicepermitsthepracticeofpsychotherapywithoutsupervision. Individual
providerincludeslicensedphysicians, licensedpsychologists, licensedclinicalsocial
workers, licensedmarriageandfamilytherapists, licensedprofessionalclinical
counselors, andregisterednurseswithamaster’sdegree.      

Privatehospital-basedoutpatientprovider” meansahospitalthatisownedand
operatedbyaprivateentitythatprovidesrehabilitativementalhealthortargeted
casemanagementservicestoMedi-Calbeneficiariesonanoutpatientbasis.  

Privateorganizationalprovider” meansaproviderofrehabilitativementalhealth
servicesand/ortargetedcasemanagementthatisownedandoperatedbyaprivate
entity, whichprovidesservicesthroughemployedorcontractedlicensedmental
healthprofessionals, waivered/registeredprofessionalsandotherstaffwhoare
qualifiedtoproviderehabilitativementalhealthand/ortargetedcasemanagement
servicesasdescribedinSupplement1, pages8through17, andSupplement3to
Attachment3.1-AoftheStatePlan. 

Professionalservicecontract” meansacontractbetweenacountyownedand
operatedproviderandanindividualprovider, groupprovider, servicecoordinating
organization, orotherqualifiedproviderofrehabilitativementalhealthand/or
targetedcasemanagementservices.   

TNNo. 09-004
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TNNo.93-009

Attachment 4.19-B Page 22

3 to Attachment 3.1-A of the State plan. County government provider does not include 
a county government hospital-based outpatient provider, individual provider, group 
provider, or service coordinating organization.

�Eligible provider� means a county owned and operated hospital-based outpatient provider, state 
owned and operated hospital-based outpatient provider, private hospital-based outpatient provider, 
county owned and operated provider, state owned and operated provider, private organizational 
provider, individual provider, group provider, or other qualified provider.

�Group provider� means an organization that provides rehabilitative mental health services through two or more individual providers, such as independent practice associations. 
Group providers do not include hospital-based outpatient providers, county owned and operated providers, private organizational providers, or administrative 
service organizations.

�Individual provider� means a licensed mental health professional whose scope of practice permits 
the practice of psychotherapy without supervision. Individual provider includes licensed physicians, 
licensed psychologists, licensed clinical social workers, licensed marriage and family therapists, 
licensed professional clinical counselors, and registered nurses with a master�s degree.

�Private hospital-based outpatient provider� means a hospital that is owned and operated by 
a private entity that provides rehabilitative mental health or targeted case management services 
to Medi-Cal beneficiaries on an outpatient basis.

�Private organizational provider� means a provider of rehabilitative mental health services and/or 
targeted case management that is owned and operated by a private entity, which provides services 
through employed or contracted licensed mental health professionals, waivered/registered 
professionals and other staff who are qualified to provide rehabilitative mental 
health and/or targeted case management services as described in Supplement 1, pages 8 through 
17, and Supplement 3 to Attachment 3.1-A of the State Plan.

�Professional service contract� means a contract between a county owned and operated 
provider and an individual provider, group provider, service coordinating organization, 
or other qualified provider of rehabilitative mental health and/or targeted 
case management services.

TN No. 09-004 Supersedes TN No. 
93-009

Approval Date: FEB 16, 2016 Effective Date: JAN 01, 2009
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TN No. 21-0051 
Supersedes TN 
No. 09-004 

Approval Date: Effective Date: January 01, 2022 

“Psychiatric inpatient hospital professional services” means services provided to a 
beneficiary by a licensed mental health professional with hospital admitting 
privileges while the beneficiary is in a hospital receiving psychiatric inpatient hospital 
services. Psychiatric inpatient hospital professional services do not include all 
services that may be provided in an inpatient setting. Psychiatric inpatient hospital 
professional services include only those services provided for the purpose of 
evaluating and managing the mental disorder that resulted in the need for psychiatric 
inpatient hospital services. Psychiatric inpatient hospital professional services do 
not include routine hospital services or hospital-based ancillary services. 

“Rehabilitative Mental Health Services” means any of the following: mental health 
services, medication support services, day treatment intensive, day rehabilitation, 
crisis intervention, crisis stabilization, adult residential treatment services, crisis 
residential treatment services, psychiatric health facility services, and peer support 
services, provided to individuals who meet medical necessity criteria as defined in 
Supplement 3 to Attachment 3.1-A of the State plan; and services provided in a 
treatment foster home. 

“Relative value statistic” means a statistic that has been developed from dissimilar 
elements that acts as a common basis for the purpose of allocating a pool of costs. 

“Schedule of Maximum Rates (SMR)” means a schedule of maximum rates per unit 
of service, as defined in Section G of this Segment, which will be paid for each type 
of service. 

“SD/MC hospital” means a hospital as defined in Attachment 3.19-A, Pages 38-40 of 
the State Plan. A SD/MC hospital may be a UC hospital, may be owned and 
operated by a county government, or may be owned and operated by a private 
entity. 

“State Owned and Operated Provider” means a provider that is owned and operated 
by the Regents of the University of California. 

“Targeted Case Management” has the meaning defined in supplement 1 to 
attachment 3.1-A, pages 8-17 of the State Plan. 

“Services Provided in a Treatment Foster Home” means a bundle of rehabilitative 
mental health services provided to children and youth up to 21 years of age who 
have been placed in a Residential Treatment Foster Home and who meet medical 
necessity criteria for this service as established by the State. The bundle of 

12/14/2021Approval Date: 12/14/2021 Effective Date: January 01, 2022
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rehabilitativementalhealthservicesincludesplandevelopment, rehabilitation,  
collateral, andcrisisintervention, asthoseservicesaredefinedinSupplement3to
Attachment3.1-AoftheStatePlan.  Thebundleofservicesareprovidedbyanother
qualifiedproviderunderthedirectionofalicensedmentalhealthprofessionalas
thoseprovidertypesaredefinedinSupplement3toAttachment3.1-AoftheState
Plan.    

Thirdpartyrevenue” meansrevenuecollectedfromanentityotherthantheMedi- 
Calprogramforaservicerendered.        

UCHospital” meansahospitalthatisownedandoperatedbytheUniversityof
CaliforniaRegents. 

C.REIMBURSEMENTMETHODOLOGYANDPROCEDURES –COUNTYOWNED
ANDOPERATEDPROVIDERSANDPRIVATEORGANIZATIONALPROVIDERS
ThefollowingstepswillbetakentodeterminereasonableandallowableMedicaid
costsandassociatedreimbursementsforrehabilitativementalhealthandtargeted
casemanagementservicesprovidedbycountyownedandoperatedprovidersand
privateorganizationalproviders. 

1.InterimPayments

Interimpaymentstocountyownedandoperatedprovidersandprivate
organizationalprovidersareintendedtoapproximatetheallowableMedicaid
Medi-Cal) costsincurredbytheproviderforservicesrenderedtoMedi-Cal

beneficiaries.  Interimpaymentsforrehabilitativementalhealthandtargeted
casemanagementservicesprovidedbycountygovernmentprovidersand
privateorganizationalproviderswillbebaseduponinterimratesthatare
establishedbytheStateonanannualbasis.  TheStatewillfollowtheprocess
describedbelowtocalculateaninterimrateforeachrehabilitativementalhealth
serviceandtargetedcasemanagementforeachcountygovernmentandprivate
organizationalproviderwhencostreportdataisavailable.   

Includethegrosscostsallocatedtoeachtypeofservicefromthemost
recentlyfiledCMS-approvedState-developedcostreport. 
Includethetotalunitsofserviceforeachtypeofservicefromthemost
recentlyfiledCMS-approvedState-developedcostreport. 
Dividethegrosscostsbythetotalunitsofservicetocalculatethecostper
unitforeachtypeofservice. 
MultiplythecostperunitbyoneplusthepercentagechangeintheCMS
approvedcostoflivingindex.   

TNNo. 09-004
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rehabilitative mental health services includes plan development, rehabilitation, collateral, 
and crisis intervention, as those services are defined in Supplement 3 to Attachment 
3.1-A of the State Plan. The bundle of services are provided by an other qualified 
provider under the direction of a licensed mental health professional as those provider 
types are defined in Supplement 3 to Attachment 3.1-A of the State  Plan.

Third party revenue� means revenue collected from an entity other than the Medi- Cal 
program or a service rendered.

�UC Hospital� means a hospital that is owned and operated by the University of 
California Regents.

The following steps will be taken to determine reasonable and allowable Medicaid
costs 
and associated reimbursements for rehabilitative mental health and 
targeted
case management services provided by county owned and operated providers 
and
private organizational providers.

Interim payments to county owned and operated providers and private
organizational providers 
are intended to approximate the allowable Medicaid
(Medi-Cal) costs incurred by the 
provider for services rendered to Medi-Cal
beneficiaries. Interim payments for rehabilitative 
mental health and targeted
case management services provided by county government 
providers and
private organizational providers will be based upon interim rates that 
are
established by the State on an annual basis. The State will follow the process
described 
below to calculate an interim rate for each rehabilitative mental health
service 
and targeted case management for each county govemment and private
organizational 
provider when cost report data is available.

TN No. 09-004 Supersedes TN No. 
93-009

Approval Date: FEB 16, 2016

Include the gross costs allocated to each type of service from the most recently filed CMS-approved 
State-developed cost report

Effective Date: JAN 01, 2009

Include the total units of service for each type of service from the recently filed CMS-approved State-developed 
cost report.

Divide the gross costs by the total units of service to calculate the cost per unit for each type of service.

Multiply the cost per unit by one plus the percentage change in the CMS approved cost of living 
index.
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Whencostreportdataisnotavailableforarehabilitativementalhealth
serviceortargetedcasemanagement, theStatewillsettheinterimrateatthe
SMIRcalculatedfortheserviceasdescribedinSectionGofthissegment. 

2.CostReportSubmission
Eachcountyownedandoperatedproviderandprivateorganizationalprovider
thatreceivesreimbursementforrehabilitativementalhealthandtargetedcase
managementservicespursuanttothissectionisrequiredtofileaCMS-approved

stState-developedcostreportbyDecember31followingthecloseoftheState
th EachcountyownedandoperatedprovidermustFiscalYear (i.e., June30

certifythatit’scostreportisbasedonactual, totalexpendituresasnecessaryfor
claimingFederalFinancialParticipationpursuanttoallapplicablerequirementsof
stateandfederallawincludingSections430.30and433.51ofTitle42Codeof
FederalRegulations. 

3.CostDetermination
Thereasonableandallowablecostofprovidingrehabilitativementalhealthand
targetedcasemanagementservicesforeachcountyownedandoperated
providerandprivateorganizationalproviderwillbedeterminedintheCMS- 
approvedState-developedcostreportpursuanttothefollowingmethodology.   

Totalallowablecostsincludedirectandindirectcoststhataredeterminedin
accordancewiththereimbursementprinciplesinPart413ofTitle42ofthe
CodeofFederalRegulations, OMBCircularA-87andCMSMedicaidnon- 
institutionalreimbursementpolicy.   
Allowabledirectcostswillbelimitedtothecostsrelatedtodirectpractitioners,  
medicalequipment, medicalsupplies, andothercosts, suchasprofessional
servicecontracts, thatcanbedirectlychargedtorehabilitativementalhealth
andtargetedcasemanagementservices.   
Indirectcostsmaybedeterminedbyapplyingthecognizantagencyspecific
approvedindirectcostratetoitsnetdirectcosts, allocatingindirectcosts
basedupontheallocationprocessintheagency’sapprovedcostallocation
plan, orallocatingindirectcostsbasedupondirectprogramcosts.   
Indirectcostsallocatedpursuanttoanapprovedcostallocationplanwillbe
reducedbyanyunallowableamountbasedonCMS’ Medicaidnon- 
institutionalreimbursementpolicy.  

Forthefollowingsubsetofrehabilitativementalhealthservices –AdultResidential
TreatmentServices, CrisisResidentialTreatmentServices, servicesprovidedina
treatmentfosterhomeandPsychiatricHealthFacilityServices –allowablecostsare
determinedinaccordancetothereimbursementprincipleintitle42CFR413, OMB

TNNo. 09-004
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When cost report data is not available for a rehabilitative mental health service or targeted case 
management, the State will set the interim rate at the SMIR calculated for the service as 
described in Section G of this segment.

2. Cost Report Submission

For the following subset of rehabilitative mental health services � Adult Residential Treatment Services, 
Crisis Residential Treatment Services, services provided in a treatment foster home and 
Psychiatric Health Facility Services � allowable costs are determined in accordance to the reimbursement 
principle in title 42 CFR 413, OMB

3. Cost DeterminationThe reasonable and allowable cost of providing rehabilitative mental health and
targeted case 
management services for each county owned and operated
provider and private organizational 
provider will be determined in the CMS-
approved State-developed cost report 
pursuant to the following methodology.

TN No. 09-004 Supersedes 
TN No. 
93-009

Approval Date: FEB 16, 2016

Total allowable costs include direct and indirect costs that are determined in
accordance with the reimbursement 
principles in Part 413 of Title 42 of the
Code of Federal Regulations, OMB Circular A-87 and CMS 
Medicaid non-
institutional reimbursement nolicy

Effective Date: Jan 01, 2009

Each county owned and operated provider and private organizational provider
that receives reimbursement 
for rehabilitative mental health and targeted case
management services pursuant 
to this section is required to file a CMS-approved
State-developed cost report by December 
31! following the close of the State
Fiscal Year (i.e., June 30%). Each county owned 
and operated provider must
certify that it's cost report is based on actual, total expenditures 
as necessary for
claiming Federal Financial Participation pursuant to all applicable 
requirements of
state and federal law including Sections 430.30 and 433.51 of Title 
42 Code of
Federal Requlations.

Allowable direct costs will be limited to the costs related to direct practitioners,
medical equipment, medical supplies, 
and other costs, such as professional
service contracts, that can be directly charged to rehabilitative 
mental health
and targeted case management services.

Indirect costs may be determined by applying the cognizant agency specific approved indirect cost rate to its net direct costs, allocating 
indirect costs
based upon the allocation process in the agency�s approved cost allocation plan or allocation indirect costs 
based upon direct program costs

Indirect costs allocated pursuant to an approved cost allocation plan will be reduced by any unallowable 
amount based on CMS' Medicaid non-institutional reimbursement policy.
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CircularA-87andCMSMedicaidnon-institutionalreimbursementpolicy.  Allowable
directcostswillbelimitedtothecostsrelatedtodirectpractitioners, medical
equipment, medicalsuppliesandoverheadcostsdeterminedusingoneofthe
followingmethods:   

Theprovidermayallocateoverheadcostsbaseduponanapprovedindirect
costrate.   
Whenthereisnotanapprovedindirectcostrate, theprovidermayallocate
thoseoverheadcoststhatare “directlyattributable” totheprofessional
componentofprovidingthemedicalservicesusingaCMSapproved
allocationmethodology.   
Overheadcoststhatarenotdirectlyattributabletotheprovisionofmedical
servicesbutwould “benefit” multiplepurposesandgenerallybeincurredat
thesamelevelifthemedicalservicedidnotoccur, willnotbeallowable   (e.g.  
roomandboard, allocatedcostfromotherrelatedorganizations). 

4.AllocatingCoststoServices
Allowabledirectandindirectcostswillbeallocatedtoeachtypeofrehabilitative
mentalhealthserviceandtargetedcasemanagementusingoneormoreofthe
followingthreemethods;   

Directassignment:  Providerswiththeabilitytodeterminecostsattheservice
levelmaydirectlyassignallowabledirectandindirectcosts. 
Timestudy:  Providersmayallocateallowabledirectandindirectcostsamong
servicesbasedupontheresultsofaCMS-approvedtimestudy.  
Relativevalue:  Providersthatrendermultipletypesofservicemayallocate
allowabledirectandindirectcostsamongservicesbaseduponrelativevalue
statistics.  

5.ApportioningCoststoMedicaid (Medi-Cal) 
Totalallowabledirectandindirectcostsallocatedtoatypeofservicewillbe
apportionedtotheMedi-Calprogrambaseduponunitsofservice.  Foreachtype
ofrehabilitativementalhealthandtargetedcasemanagementservice, the
providerwillreportontheCMS-approvedState-developedcostreport, thetotal
unitsofserviceitprovidedtoallindividuals.  Unitsofservicewillbemeasuredin
incrementsoftimeasdefinedinSectionHbelow.  Thetotaldirectandindirect
costsallocatedtoaparticulartypeofrehabilitativementalhealthserviceorto
targetedcasemanagementwillbedividedbythetotalunitsofservicereported
forthesametypeofservicetodeterminethecostperunitofservice.   

Foreachtypeofrehabilitativementalhealthandtargetedcasemanagement
service, theproviderwillreportthetotalunitsofserviceprovidedtoMedi-Cal

TNNo. 09-004
Supersedes ApprovalDate: FEB16, 2016 EffectiveDate:JAN01, 2009
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Circular A-87 and CMS Medicaid non-institutional reimbursement policy. Allowable direct 
costs will be limited to the costs related to direct practitioners, medical equipment, medical 
supplies and overhead costs determined using one of the following methods:

The provider may allocate overhead costs based upon an approved indirect cost rate

When there is not an approved indirect cost rate, the provider may allocate
those overhead costs 
that are �directly attributable� to the professional
component of providing the medical 
services using a CMS approved
allocation methodology

Direct assignment: Providers with the ability to determine costs at the service level may directly assign allowable 
direct and indirect costs

Overhead costs that are not directly attributable to the provision of medical
services but would 
�benefit� multiple purposes and generally be incurred at
the same level if the medical 
service did not occur, will not be allowable (e.g.
room and board, allocated cost from 
other related organizations).

TN No. 09-004 Supersedes 
TN No. 
New

Time study: Providers may allocate allowable direct and indirect costs among services based upon 
the results of a CMS-approved time study.

Total allowable direct and indirect costs allocated to a type of service will be
apportioned to the 
Medi-Cal program based upon units of service. For each type
of rehabilitative mental health 
and targeted case management service, the
provider will report on the CMS-approved 
State-developed cost report, the total
units of service it provided to all individuals. 
Units of service will be measured in
increments of time as defined in Section H below. 
The total direct and indirect
costs allocated to a particular type of rehabilitative mental 
health service or to
targeted case management will be divided by the total units of service 
reported
for the same type of service to determine the cost per unit of service

Approval Date: FEB 16, 2016

Relative value: Providers that render multiple types of service may allocate allowable 
direct and indirect costs among services based upon relative value statistics.

Effective Date: JAN 01, 2009

4. Allocating Costs to Services

For each type of rehabilitative mental health and targeted case management
service. the provider 
will report the total units of service provided to Medi-Cal

Allowable direct and indirect costs will be allocated 
to each type of rehabilitative mental 
health service and targeted case management 
using one or more of the following 
 three methods;



Attachment4.19-B
Page25.2

beneficiaries.  Thecostperunitcalculatedforeachrehabilitativementalhealth
serviceandfortargetedcasemanagementwillbemultipliedbythetotalunitsof
thatserviceprovidedtoMedi-CalbeneficiariestoapportioncoststotheMedi-Cal
program.   

Foreachtypeofrehabilitativementalhealthserviceandfortargetedcase
management, theproviderwillalsoreportallthirdpartyrevenueandpatient
shareofcostcollectedfortheservicesrenderedtoMedi-Calbeneficiaries.  The
costsapportionedtotheMedi-Calprogramforeachtypeofrehabilitativemental
healthserviceandfortargetedcasemanagementwillbereducedbythetotal
thirdpartyrevenueandpatientshareofcosttheprovidercollectedforeachtype
ofservicerenderedtodeterminethecosteligibleforreimbursement. 

6.Reconciliation
NolaterthaneighteenmonthsafterthecloseoftheStateFiscalYear, each
countygovernmentproviderandprivateorganizationalproviderwillreconcilethe
unitsofservicethatwereprovidedtoMedi-Calbeneficiariesasreportedinits
filedCMS-approvedstate-developedcostreportwiththeprovider’srecords
receivedfromtheStateregardingtheresultoftheState’sclaimsadjudication. 

7.InterimSettlement
Notlaterthantwenty-fourmonthsafterthecloseoftheStateFiscalYear, the
Statewillcompletetheinterimsettlementofeachcountygovernmentprovider’s
andprivateorganizationalprovider’sreconciledcostreport.  Theinterim
settlementwillcompareinterimpaymentsmadetoeachproviderwiththetotal
reimbursablecostsasdeterminedintheCMS-approvedState-developedcost
report. Totalreimbursablecostsforprivateorganizationalprovidersareequalto
theloweroftheprovider’sreasonableandallowablecostsorusualand
customarychargefortheservicesprovidedforthereportingperiod.  Total
reimbursablecostsforcountygovernmentprovidersareequaltotheprovider’s
reasonableandallowablecostsfortheservicesprovidedforthereportingperiod.   
Ifthetotalreimbursablecostsaregreaterthanthetotalinterimpayments, the
Statewillpaytheproviderthedifference. Ifthetotalinterimpaymentsare
greaterthanthetotalreimbursablecosts, theStatewillrecoupthedifferenceand
returntheFederalsharetotheFederalgovernmentinaccordancewith42CFR
433.316. 

8.FinalSettlementProcess
TheStatewillcompletetheauditprocessoftheinterimsettledstate-developed
costreport, asdescribedinSectionC.7, withinthreeyearsofthedatethe

TNNo. 09-004
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beneficiaries. The cost per unit calculated for each rehabilitative mental health service and for targeted case management 
will be multiplied by the total units of that service provided to Medi-Cal beneficiaries to apportion costs 
to the Medi-Cal program.

For each type of rehabilitative mental health service and for targeted case management, the provider 
will also report all third party revenue and patient share of cost collected for the services 
rendered to Medi-Cal beneficiaries. The costs apportioned to the Medi-Cal program for 
each type of rehabilitative mental health service and for targeted case management will be 
reduced by the total third party revenue and patient share of cost the provider collected for each 
type of service rendered to determine the cost eligible for reimbursement.

6. ReconciliationNo later than eighteen months after the close of the State Fiscal Year, each county government 
provider and private organizational provider will reconcile the units of service that 
were provided to Medi-Cal beneficiaries as reported in its
filed CMS-approved state-developed 
cost report with the provider�s records received from the State regarding the 
result of the State�s claims adjudication

7. Interim SettlementNot later than twenty-four months after the close of the State Fiscal Year, the State will complete 
the interim settlement of each county government provider's and private organizational 
provider�s reconciled cost report. The interim
settlement will compare interim 
payments made to each provider with the total reimbursable costs as determined in the 
CMS-approved State-developed cost report. Total reimbursable costs for private organizational 
providers are equal to
the lower of the provider's reasonable and allowable costs 
or usual and customary charge for the services provided for the reporting period. Total reimbursable 
costs for county government providers are equal to the provider's
reasonable and 
allowable costs for the services provided for the reporting period.
If the total reimbursable 
costs are greater than the total interim payments, the State will pay the provider the 
difference. If the total interim payments are
greater than the total reimbursable costs, the 
State will recoup the difference and
return the Federal share to the Federal government in 
accordance with 42 CFR
433.316.

TN No. 09-004 Supersedes 
TN No. 
New

Approval Date: FEB 16, 2016

8. Final Settlement Process

Effective Date: JAN 01, 2009

The State will complete the audit process of the interim settled state-developed cost report, as 
described in Section C.7, within three years of the date the
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certifiedreconciledstate-developedcostreportissubmitted.  Theaudit
performedbytheStatewilldeterminewhethertheincome, expenses, and
statisticaldatareportedontheCMS-approvedstate-developedcostreportare
reasonable, allowable, andinaccordancewithStateandFederalrulesand
regulations, includingMedicareprinciplesofreimbursementissuedbyCMSand
CMS’ Medicaidnon-institutionalreimbursementpolicy.  Theauditwillalso
determinethattheprovider’sCMS-approvedstate-developedcostreport
representstheactualcostofprovidingrehabilitativementalhealthandtargeted
casemanagementservicesinaccordancewiththeprogram’sCostandFinancial
ReportingSystem (CFRS), GenerallyAcceptedAccountingPrinciples (GAAP),  
Title42, CodeofFederalRegulations (42CFR), OfficeofManagementand
Budget (OMB) CircularA-87, CMS’ Medicaidnon-institutionalreimbursement
policy, GenerallyAcceptedGovernmentalAuditingStandards (GAGAS) as
publishedbytheComptrollerGeneraloftheUnitedStateandotherStateand
Federalregulatoryauthorities.  TheStatewillrecoupanyoverpaymentsand
returntheFederalsharetotheFederalgovernmentinaccordancewith42CFR
433.316.  Ifthetotalreimbursablecostsaregreaterthanthetotalinterim
payments, thestatewillpaytheproviderthedifference. 

D.REIMBURSEMENTMETHODOLOGYANDPROCEDURES –COUNTYOWNED
ANDOPERATEDHOSPITAL-BASEDOUTPATIENTPROVIDERS, STATE
OWNEDANDOPERATEDHOSPITAL-BASEDOUTPATIENTPROVIDERSAND
PRIVATEHOSPITAL-BASEDOUTPATIENTPROVIDERS
ThefollowingstepswillbetakentodeterminereasonableandallowableMedicaid
costsandassociatedreimbursementsforrehabilitativementalhealthandtargeted
casemanagementservicesprovidedbycountyownedandoperatedhospital-based
outpatientproviders, stateownedandoperatedhospital-basedoutpatientproviders
andprivatehospital-basedoutpatientproviders. 

1.InterimPayments
Interimpaymentstocountyownedandoperatedhospital-basedoutpatient
providers, stateownedandoperatedhospital-basedoutpatientprovidersand
privatehospital-basedoutpatientprovidersareintendedtoapproximatethe
Medicaid (Medi-Cal) costsincurredbytheproviderforservicesrenderedtoMedi- 
Calbeneficiaries.  Interimpaymentsforrehabilitativementalhealthandtargeted
casemanagementservicesprovidedbycountyownedandoperatedhospital- 
basedoutpatientproviders, stateownedandoperatedhospital-basedoutpatient
providersandprivatehospital-basedoutpatientproviderswillbebasedupon
interimratesthatareestablishedbytheStateonanannualbasis.  TheStatewill
followtheprocessdescribedbelowtocalculateaninterimrateforeach
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certified reconciled state-developed cost report is submitted. The audit performed by the State will 
determine whether the income, expenses, and statistical data reported on the CMS-approved 
state-developed cost report are reasonable, allowable, and in accordance with State 
and Federal rules and regulations, including Medicare principles of reimbursement issued 
by CMS and CMS� Medicaid non-institutional reimbursement policy. The audit will also 
determine that the provider's CMS-approved state-developed cost report represents the actual 
cost of providing rehabilitative mental health and targeted case management services in 
accordance with the program�s Cost and Financial Reporting System (CFRS), Generally Accepted 
Accounting Principles (GAAP), Title 42, Code of Federal Regulations (42 CFR), Office 
of Management and Budget (OMB) Circular A-87, CMS� Medicaid non-institutional reimbursement 
policy, Generally Accepted Governmental Auditing Standards (GAGAS) as published 
by the Comptroller General of the United State and other State and Federal regulatory 
authorities. The State will recoup any overpayments and return the Federal share to 
the Federal government in accordance with 42 CFR 433.316. If the total reimbursable costs are 
greater than the total interim payments, the state will pay the provider the difference.

D. REIMBURSEMENT METHODOLOGY AND PROCEDURES 
� COUNTY OWNED
AND OPERATED 
HOSPITAL-BASED OUTPATIENT PROVIDERS, 
STATE
OWNED AND OPERATED HOSPITAL-BASED 
OUTPATIENT PROVIDERS AND
PRIVATE 
HOSPITAL-BASED OUTPATIENT PROVIDERS
1. Interim Payments

TN No. 09-004 Supersedes 
TN No. 
New

Approval Date: FEB 16, 2016 Effective Date: JAN 01, 2009

Interim payments to county owned and operated hospital-based outpatient
providers, state owned 
and operated hospital-based outpatient providers and
private hospital-based outpatient 
providers are intended to approximate the
Medicaid (Medi-Cal) costs incurred by the 
provider for services rendered to Medi-
Cal beneficiaries. Interim payments for rehabilitative 
mental health and targeted
case management services provided by county owned 
and operated hospital-
based outpatient providers, state owned and operated hospital-based 
outpatient
providers and private hospital-based outpatient providers will be based 
upon
interim rates that are established by the State on an annual basis. The State will
follow 
the process described below to calculate an interim rate for each

The following steps will be taken to determine reasonable and allowable Medicaid
costs 
and associated reimbursements for rehabilitative mental health and targeted
case 
management services provided by county owned and operated hospital-based
outpatient 
providers, state owned and operated hospital-based outpatient 
providers
and private hospital-based outpatient providers.
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rehabilitativementalhealthserviceandtargetedcasemanagementforeach
countyownedandoperatedandprivatehospital-basedoutpatientprovider.   

Includethegrosscostsallocatedtoeachtypeofservicefromthemost
recentlyfiledCMS2552andsupplementalschedules.   
Includethetotalunitsofserviceforeachtypeofservicefromthemost
recentlyfiledCMS2552andsupplementalschedules.   
Dividethegrosscostsbythetotalunitsofservicetocalculatethecostper
unitforeachtypeofservice. 
MultiplythecostperunitbyoneplusthepercentagechangeinaCMS
approvedcostoflivingindex.   

Whencostreportdataisnotavailableforarehabilitativementalhealthserviceor
targetedcasemanagement, theStatewillsettheinterimrateattheSMIR
calculatedfortheserviceasdescribedinSectionGofthissegment. 

2.CostReportSubmission
Eachcountyownedandoperatedhospital-basedoutpatientprovider, state
ownedandoperatedhospital-basedoutpatientproviderandprivatehospital- 
basedoutpatientproviderthatreceivesreimbursementforrehabilitativemental
healthandtargetedcasemanagementservicespursuantSectionDwillbe
requiredtofileaCMS2552hospitalcostreportandsupplementalschedulesby
stthDecember31followingthecloseoftheStateFiscalYear (i.e., June30).  Each

countyownedandoperatedhospital-basedoutpatientprovidermustcertifythat
it’scostreportisbasedonactual, totalexpendituresasnecessaryforclaiming
FederalFinancialParticipationpursuanttoallapplicablerequirementsofstate
andfederallawincludingSections430.30and433.51ofTitle42CodeofFederal
Regulations. 

3.CostDetermination
Thereasonableandallowablecostofprovidingoutpatientservicesforeach
countyownedandoperatedhospital-basedoutpatientproviderandprivate
hospital-basedoutpatientproviderwillbedeterminedontheCMS2552hospital
costreportandsupplementalschedules. 

4.ApportioningCoststoMedicaid (Medi-Cal ) 
Thereasonableandallowablecostofprovidingoutpatientservicesas
determinedontheCMS2552hospitalcostreportwillbeapportionedto
rehabilitativementalhealthservices (exceptforadultresidentialtreatment, crisis
residentialtreatment, servicesprovidedinatreatmentfosterhome, and
psychiatrichealthfacilities) andtargetedcasemanagement, asdescribedunder
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rehabilitative mental health service and targeted case management for each county owned 
and operated and private hospital-based outpatient provider.

When cost report data is not available for a rehabilitative mental health service or targeted case 
management, the State will set the interim rate at the SMIR calculated for the service as described 
in Section G of this segment.

Include the gross costs allocated to each type of service from the most recently filed CMS 2552 
and supplemental schedules.
Include the total units of service for each type of service from the most recently filed CMS 2552 
and supplemental schedules.

2. Cost Report Submission

TN No. 09-004 Supersedes 
TN No. New

Divide the gross costs by the total units of service to calculate the cost per unit for each type of service.

Each county owned and operated nospital-based outpatient provider, state
owned and operated 
hospital-based outpatient provider and private hospital-
based outpatient provider that 
receives reimbursement for rehabilitative mental
health and targeted case management 
services pursuant Section D will be
required to file a CMS 2552 hospital cost report 
and supplemental schedules by
December 31t following the close of the State Fiscal Year 
(i.e., June 30%). Each
county owned and operated hospital-based outpatient provider must 
certify that
it's cost report is based on actual, total expenditures as necessary for claiming
Federal 
Financial Participation pursuant to all applicable requirements of state
and 
federal law including Sections 430.30 and 433.51 of Title 42 Code of Federal
Requlations.

Approval Date: FEB 16, 2016

3. Cost Determination

Effective Date: JAN 01, 2009

Multiply the cost per unit by one plus the percentage change in a CMS approved cost of living 
index.

4. Apportioning Costs to Medicaid 
(Medi-Cal )

The reasonable and allowable cost of providing outpatient services for each
county owned 
and operated hospital-based outpatient provider and private
hospital-based outpatient 
provider will be determined on the CMS 2552 hospital
cost report and supplemental 
schedules.

The reasonable and allowable cost of providing outpatient services as determined on the CMS 
2552 hospital cost report will be apportioned to
rehabilitative mental health services (except 
for adult residential treatment, crisis residential treatment, services provided in a treatment 
foster home, and psychiatric health facilities) and targeted case management, as described 
under
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SectionH, providedtoMedi-Calbeneficiariesbaseduponacost-to-chargeratio.   
Eachhospital-basedoutpatientproviderwilltransferthetotalcostsforeach
outpatientcostcenterasdeterminedontheCMS2552hospitalcostreporttoa
supplementalschedule.  Eachhospitalwillreportitstotalchargesforoutpatient
servicesprovidedineachoutpatientcostcenteronthesupplementalschedule.   
Thesupplementalschedulewilldividethetotalcostsbythetotalchargesfor
eachoutpatientcostcentertocalculatethecost-to-chargeratio.  Eachhospital
basedoutpatientproviderwillreportonthesupplementalschedules, thetotal
chargesforrehabilitativementalhealthandtargetedcasemanagementservices
providedineachoutpatientcostcentertoMedi-Calbeneficiaries.  The
supplementalscheduleswillmultiplytheMedi-Calchargesforrehabilitative
mentalhealthandtargetedcasemanagementservicesbythecost-to-charge
ratioforeachoutpatientcostcentertocalculatetheoutpatientcostsapportioned
totheMedi-Calprogramforeachoutpatientcostcenter. 

5.Reconciliation
NolaterthaneighteenmonthsafterthecloseoftheStateFiscalYear, each
hospital-basedoutpatientproviderwillreconciletheMedi-Calchargesitreported
onthesupplementalschedulesforrehabilitativementalhealthandtargetedcase
managementservices.  Eachhospital-basedoutpatientproviderwillreconcilethe
Medi-CalchargesitreportedwithrecordsitreceivedfromtheStateregardingthe
resultsofclaimsadjudication. 

6.InterimSettlement
Nolaterthantwenty-fourmonthsafterthecloseoftheStateFiscalYear, the
StatewillcompletetheinterimsettlementoftheCMS2552hospitalcostreport
andsupplementalschedulessubmittedbyeachcountyownedandoperated
hospital-basedoutpatientprovider, stateownedandoperatedhospital-based
outpatientproviderandprivatehospital-basedoutpatientprovider.  Theinterim
settlementwillcompareinterimpaymentsmadetoeachcountyownedand
operatedhospital-basedoutpatientproviderandprivatehospital-basedoutpatient
providerwiththetotalreimbursablecosts.  TheCMS2552andsupplemental
schedulesisusedtocalculatetotalreimbursablecosts.  Totalreimbursablecosts
forprivatehospital-basedoutpatientprovidersandstate-ownedandoperated
hospital-basedoutpatientprovidersareequaltotheloweroftheprovider’s
allowablecostsdeterminedintheCMS2552hospitalcostreportand
supplementalschedulesorusualandcustomarychargefortheservices
provided.  Totalreimbursablecostsforcountyownedandoperatedhospital- 
basedoutpatientprovidersareequaltotheprovider’sreasonableandallowable
costsdeterminedintheCMS2552hospitalcostreportandsupplemental

TNNo. 09-004
SupersedesApprovalDate: FEB16, 2016 EffectiveDate:JAN01, 2009
TNNo. New

Attachment 4.19-B Page 
25.5

Section H, provided to Medi-Cal beneficiaries based upon a cost-to-charge ratio. Each hospital-based 
outpatient provider will transfer the total costs for each outpatient cost center as 
determined on the CMS 2552 hospital cost report to a supplemental schedule. Each hospital 
will report its total charges for outpatient services provided in each outpatient cost center 
on the supplemental schedule. The supplemental schedule will divide the total costs by the 
total charges for each outpatient cost center to calculate the cost-to-charge ratio. Each hospital 
based outpatient provider will report on the supplemental schedules, the total charges 
for rehabilitative mental health and targeted case management services provided in each 
outpatient cost center to Medi-Cal beneficiaries. The supplemental schedules will multiply 
the Medi-Cal charges for rehabilitative mental health and targeted case management services 
by the cost-to-charge ratio for each outpatient cost center to calculate the outpatient costs 
apportioned to the Medi-Cal program for each outpatient cost center.

5. Reconciliation

TN No. 09-004 Supersedes TN 
No. New

No later than eighteen months after the close of the State Fiscal Year, each
hospital-based outpatient 
provider will reconcile the Medi-Cal charges it reported
on the supplemental schedules 
for rehabilitative mental health and targeted case
management services. Each hospital-based 
outpatient provider will reconcile the
Medi-Cal charges it reported with records 
it received from the State regarding the
results of claims adjudication.

Approval Date: FEB 16, 2016

6. Interim Settlement

Effective Date: JAN 01, 2009

No later than twenty-four months after the close of the State Fiscal Year, the
State will complete 
the interim settlement of the CMS 2552 hospital cost report
and supplemental schedules 
submitted by each county owned and operated
hospital-based outpatient provider, 
state owned and operated hospital-based
outpatient provider and private hospital-based 
outpatient provider. The interim
settlement will compare interim payments made 
to each county owned and
operated hospital-based outpatient provider and private hospital-based 
outpatient
provider with the total reimbursable costs. The CMS 2552 and supplemental
schedules 
is used to calculate total reimbursable costs. Total reimbursable costs
for 
private hospital-based outpatient providers and state-owned and operated
hospital-based 
outpatient providers are equal to the lower of the provider's
allowable 
costs determined in the CMS 2552 hospital cost report and
supplemental 
schedules or usual and customary charge for the services
provided. Total 
reimbursable costs for county owned and operated hospital-
based outpatient providers 
are equal to the provider�s reasonable and allowable
costs determined in the CMS 
2552 hospital cost report and supplemental
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schedulesfortheservicesprovidedforthereportingperiod. TheStatewillpay
theprovideranadditionalamountifthetotalreimbursablecostismorethanthe
interimpaymentsmadetotheprovider.  Anyoverpaymentswillberecoupedand
returnedtotheFederalgovernmentinaccordancewith42CFR433.316. 

7.FinalSettlementProcess
TheStatewillcompleteitsauditoftheinterimsettledCMS2552hospitalcost
reportandsupplementalscheduleswithinthreeyearsofthedatethecertified
reconciledCMS2552hospitalcostreportandsupplementalschedulesare
submitted.  TheauditperformedbytheStatewilldeterminewhethertheincome,  
expenses, andstatisticaldatareportedontheCMS2552hospitalcostreportand
supplementalschedulesarereasonable, allowable, andinaccordancewithState
andFederalrules, regulations, andMedicareprinciplesofreimbursementissued
bytheCMS.  Theauditwillalsodeterminethattheprovider’sCMS2552hospital
costreportandsupplementalschedulesrepresenttheactualcostofproviding
rehabilitativementalhealthandtargetedcasemanagementservicesin
accordancewiththeprogram’sCostandFinancialReportingSystem (CFRS),  
GenerallyAcceptedAccountingPrinciples (GAAP), Title42, CodeofFederal
Regulations (42CFR), OfficeofManagementandBudget (OMB) CircularA-87,  
GenerallyAcceptedGovernmentalAuditingStandards (GAGAS) aspublishedby
theComptrollerGeneraloftheUnitedStateandotherStateandFederal
regulatoryauthorities.  TheStatewillpaytheprovideranadditionalamountifthe
totalreimbursablecostismorethantheinterimpaymentsmadetotheprovider.   
AnyoverpaymentswillberecoupedandreturnedtotheFederalgovernmentin
accordancewith42CFR433.316.  

E.REIMBURSEMENTMETHODOLOGYANDPROCEDURES –PSYCHIATRIC
HOSPITALPROFESSIONALSERVICESPROVIDEDINSD/MCHOSPITALS
ThefollowingstepswillbetakentodeterminereasonableandallowableMedicaid
costsandassociatedreimbursementsforpsychiatrichospitalprofessionalservices
providedinSD/MChospitals. 

1.InterimPayments
Interimpaymentsforpsychiatrichospitalprofessionalservicesprovidedin
SD/MChospitalsareintendedtoapproximatetheMedicaid (Medi-Cal) costs
incurredbytheSD/MChospitalfortheservicesrenderedtoMedi-Cal
beneficiaries.  Interimpaymentsforpsychiatrichospitalprofessionalservices
providedinSD/MChospitalswillbebaseduponinterimratesthatareestablished
bytheStateonanannualbasis.  TheStatewillfollowtheprocessdescribed
belowtocalculateaninterimrateforpsychiatrichospitalprofessionalservices
providedineachSD/MChospital.   
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schedules for the services provided for the reporting period. The State will pay the provider an additional 
amount if the total reimbursable cost is more than the interim payments made to the provider. 
Any overpayments will be recouped and returned to the Federal government in accordance 
with 42 CFR 433.316.

7  Final Settlement ProcessThe State will complete its audit of the interim settled CMS 2552 hospital cost report and supplemental 
schedules within three years of the date the certified reconciled CMS 2552 hospital 
cost report and supplemental schedules are
submitted. The audit performed by the State 
will determine whether the income, expenses, and statistical data reported on the CMS 2552 
hospital cost report and supplemental schedules are reasonable, allowable, and in accordance 
with State and Federal rules, regulations, and Medicare principles of reimbursement issued
by 
the CMS. The audit will also determine that the providers CMS 2552 hospital cost report 
and supplemental schedules represent the actual cost of providing rehabilitative mental health 
and targeted case management services in
accordance with the program�s Cost and Financial 
Reporting System (CFRS), Generally Accepted Accounting Principles (GAAP), Title 42, 
Code of Federal Regulations (42 CFR), Office of Management and Budget (OMB) Circular A-87,
Generally 
Accepted Governmental Auditing Standards (GAGAS) as published by
the Comptroller 
General of the United State and other State and Federal regulatory authorities. The State 
will pay the provider an additional amount if the total reimbursable cost is more than the interim 
payments made to the provider.
Any overpayments will be recouped and returned to the 
Federal government in accordance with 42 CFR 433.316.

E. REIMBURSEMENT METHODOLOGY AND PROCEDURES 
- PSYCHIATRIC
HOSPITAL PROFESSIONAL 
SERVICES PROVIDED IN SD/MC HOSPITALS
The 
following steps will be taken to determine 
reasonable and allowable Medicaid
costs and 
associated reimbursements for psychiatric hospital professional 
services
provided in SD/MC hospitals.

1. Interim Paymentsinterim payments 1or psychiatric hospital professional services provided in SD/MC hospitals are 
intended to approximate the Medicaid (Medi-Cal) costs incurred by the SD/MC hospital for 
the services rendered to Medi-Cal beneficiaries. Interim payments for psychiatric hospital professional 
services provided in SD/MC hospitals will be based upon interim rates that are established 
by the State on an annual basis. The State will follow the process described
below 
to calculate an interim rate for psychiatric hospital professional services
provided 
in each SD/MC hospital

TN No. 09-004 Supersedes 
TN No. New Approval Date: FEB 16, 2016 Effective Date: JAN 01, 2009
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Includethegrosscostsallocatedtoeachtypeofservicefromthemost
recentlyfiledCMS2552andsupplementalschedules.   
Includethetotalunitsofserviceforeachtypeofservicefromthemost
recentlyfiledCMS2552andsupplementalschedules.   
Dividethegrosscostsbythetotalunitsofservicetocalculatethecostper
unitforeachtypeofservice. 
MultiplythecostperunitbyoneplusthepercentagechangeinaCMS
approvedcostoflivingindex.   

2.CostReportSubmission
EachSD/MChospitalthatreceivesreimbursementforpsychiatrichospital
professionalservicespursuanttothissectionwillberequiredtofileaCMS2552

sthospitalcostreportandsupplementalschedulesbyDecember31followingthe
thcloseoftheStateFiscalYear (i.e., June30).  EachSD/MChospitalthatis

ownedandoperatedbyacountygovernmentmustcertifythatit’scostreportis
basedonactual, totalexpendituresasnecessaryforclaimingFederalFinancial
Participationpursuanttoallapplicablerequirementsofstateandfederallaw
includingSections430.30and433.51ofTitle42CodeofFederalRegulations. 

3.CostDetermination
Thereasonableandallowablecostofprovidingpsychiatrichospitalprofessional
servicesforeachSD/MChospitalwillbedeterminedontheCMS2552hospital
costreportandsupplementalschedules.   

4.ApportioningCoststoMedicaid (Medi-Cal) 
Thereasonableandallowablecostofprovidingpsychiatrichospitalprofessional
servicesasdeterminedontheSD/MChospital’sCMS2552hospitalcostreport
willbeapportionedtotheMedi-Calprogrambaseduponacost-to-chargeratio.   
EachSD/MChospitalwilltransferthetotalcostsforhospitalprofessional
servicesasdeterminedontheCMS2552hospitalcostreporttoasupplemental
schedule.  Eachhospitalwillreportitstotalprofessionalserviceschargesfor
eachcostcenteronthesupplementalschedule.  Thesupplementalschedulewill
dividethetotalcostsbythetotalchargesforeachcostcentercontaininghospital
professionalservicecostsandcharges.  EachSD/MChospitalwillreport, on
anothersupplementalschedule, thetotalchargesforpsychiatrichospital
professionalservicesprovidedtoMedi-Calbeneficiariesineachcostcenter.  The
supplementalschedulewillmultiplytheMedi-Calchargesforpsychiatrichospital
professionalservicesbythe

TNNo. 09-004
SupersedesApprovalDate: FEB16, 2016 EffectiveDate:JAN01, 2009
TNNo. New

Include the gross costs allocated to each type of service from the most recently filed CMS 2552 
and supplemental schedules.

2. Cost Report Submission

Include the total units of service for each type of service from the most recently filed CMS 2552 and supplemental 
schedules.

The reasonable and allowable cost of providing psychiatric hospital professional
services for 
each SD/MC hospital will be determined on the CMS 2552 hospital
cost report and supplemental 
schedules.

Divide the gross costs by the total units of service to calculate the cost per unit for each tvpe of service

3. Cost Determination
The reasonable and allowable cost of providing psychiatric hospital professional
services as determined 
on the SD/MC hospital's CMS 2552 hospital cost report
will be apportioned to the 
Medi-Cal program based upon a cost-to-charge ratio.
Each SD/MC hospital will transfer the 
total costs for hospital professional
services as determined on the CMS 2552 hospital cost 
report to a supplemental
schedule. Each hospital will report its total professional services 
charges for
each cost center on the supplemental schedule. The supplemental schedule 
will
divide the total costs by the total charges for each cost center containing hospital
professional 
service costs and charges. Each SD/MC hospital will report, on
another 
supplemental schedule, the total charges for psychiatric hospital
professional services 
provided to Medi-Cal beneficiaries in each cost center. The
supplemental schedule will 
multiply the Medi-Cal charges for psychiatric hospital
professional services by the

TN No. 09-004 Supersedes 
TN No. 
New

4. Apportioning Costs to Medicaid (Medi-Cal)

Approval Date: FEB 16, 2016

Multiply the cost per unit by one plus the percentage change in a CMS approved cost of living index.

Each SDU/MC hospital that receives reimbursement for psychiatric hospital
professional services 
pursuant to this section will be required to file a CMS 2552
hospital cost report and supplemental 
schedules by December 315t following the
close of the State Fiscal Year (i.e., June 
30"). Each SD/MC hospital that is
owned and operated by a county government must certify 
that it's cost report is
based on actual, total expenditures as necessary for claiming Federal 
Financial
Participation pursuant to all applicable requirements of state and federal law
including 
Sections 430.30 and 433.51 of Title 42 Code of Federal Regulations.

Effective Date: JAN 01, 2009
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cost-to-chargeratioforeachcostcentertocalculatethehospitalprofessional
servicecostsapportionedtotheMedi-Calprogramforpsychiatrichospital
services.   

5.Reconciliation
NolaterthaneighteenmonthsafterthecloseoftheStateFiscalYear, each
SD/MChospitalwillreconciletheMedi-Calchargesitreportedonthe
supplementalschedulesforpsychiatrichospitalprofessionalservices.  Each
SD/MChospitalwillreconciletheMedi-Calchargesitreportedwithrecordsit
receivedfromtheStateregardingtheresultsofclaimsadjudication.   

6.InterimSettlement
Nolaterthantwenty-fourmonthsafterthecloseoftheStateFiscalYear, the
StatewillcompletetheinterimsettlementoftheCMS2552hospitalcostreport
andsupplementalschedulessubmittedbyeachSD/MChospital.  Theinterim
settlementwillcompareinterimpaymentsmadetoeachSD/MChospitalwiththe
totalreimbursablecost.  TheCMS-approvedstatedevelopedcostreportisused
tocalculatethetotalreimbursablecosts.  TotalreimbursablecostsforSD/MC
hospitalsthatareownedandoperatedbyaprivateentityareequaltothelower
oftheSD/MChospital’sallowablecostsdeterminedintheCMS2552hospital
costreportandsupplementalschedulesorusualandcustomarychargeforthe
psychiatrichospitalprofessionalservicesprovided.  Totalreimbursablecostsfor
SD/MChospitalsthatareaUChospitalorownedandoperatedbyacounty
governmentareequaltotheprovider’sreasonableandallowablecosts
determinedintheCMS2552hospitalcostreportandsupplementalschedules.   
TheStatewillpaytheSD/MChospitalanadditionalamountifthetotal
reimbursablecostsaremorethantheinterimpaymentsmadetotheprovider.   
AnyoverpaymentswillberecoupedandreturnedtotheFederalgovernmentin
accordancewith42CFR433.316.    

7.FinalSettlementProcess
TheStatewillcompleteitsauditoftheinterimsettledCMS2552hospitalcost
reportandsupplementalscheduleswithinthreeyearsofthedatethecertified
reconciledCMS2552hospitalcostreportandsupplementalschedulesare
submitted.  TheauditperformedbytheStatewilldeterminewhethertheincome,  
expenses, andstatisticaldatareportedontheCMS2552hospitalcostreportand
supplementalschedulesarereasonable, allowable, andinaccordancewithState
andFederalrules, regulations, andMedicareprinciplesofreimbursementissued
bythe CentersforMedicareandMedicaidServices (CMS).  Theauditwillalso
determinethattheprovider’sCMS2552hospitalcostreportandsupplemental
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cost-to-charge ratio for each cost center to calculate the hospital professional service 
costs apportioned to the Medi-Cal program for psychiatric hospital services.

5. Reconciliation
No later than twenty-four months after the close of the State Fiscal Year, the
State will complete 
the interim settlement of the CMS 2552 hospital cost report
and supplemental schedules 
submitted by each SD/MC hospital. The interim
settlement will compare interim payments 
made to each SD/MC hospital with the
total reimbursable cost. The CMS-approved 
state developed cost report is used
to calculate the total reimbursable costs. Total 
reimbursable costs for SD/MC
hospitals that are owned and operated by a private entity 
are equal to the lower
of the SD/MC hospital�s allowable costs determined in the CMS 
2552 hospital
cost report and supplemental schedules or usual and customary charge for 
the
psychiatric hospital professional services provided. Total reimbursable costs for
SD/MC 
hospitals that are a UC hospital or owned and operated by a county
government 
are equal to the provider's reasonable and allowable costs
determined in 
the CMS 2552 hospital cost report and supplemental schedules.
The State will pay the SD/MC 
hospital an additional amount if the total
reimbursable costs are more than the interim 
payments made to the provider.
Any overpayments will be recouped and returned to the 
Federal government in
accordance with 42 CFR 433 316

6. Interim Settlement

The State will complete its audit of the interim settled LVIS 2002 hospital cost report and supplemental 
schedules within three years of the date the certified reconciled CMS 2552 hospital 
cost report and supplemental schedules are
submitted. The audit performed by the State 
will determine whether the income, expenses, and statistical data reported on the CMS 2552 
hospital cost report and supplemental schedules are reasonable, allowable, and in accordance 
with State and Federal rules, regulations, and Medicare principles of reimbursement 
issued
by the Centers for Medicare and Medicaid Services (CMS). The audit will 
also determine that the provider's CMS 2552 hospital cost report and supplemental

TN No. 09-004 Supersedes 
TN No. 
New

Effective Date: JAN 01, 2009

7. Final Settlement Process

Approval Date: FEB 16, 2016

No later than eighteen months after the close of the State Fiscal Year, each
SD/MC hospital 
will reconcile the Medi-Cal charges it reported on the
supplemental schedules for psychiatric 
hospital professional services. Each
SD/MC hospital will reconcile the Medi-Cal 
charges it reported with records it
received from the State regarding the results of 
claims adjudication
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schedulesrepresenttheactualcostofprovidingrehabilitativeandtargetedcase
managementservicesinaccordancewiththeprogram’sCostandFinancial
ReportingSystem (CFRS), GenerallyAcceptedAccountingPrinciples (GAAP),  
Title42, CodeofFederalRegulations (42CFR), OfficeofManagementand
Budget (OMB) CircularA-87, GenerallyAcceptedGovernmentalAuditing
Standards (GAGAS) aspublishedbytheComptrollerGeneraloftheUnitedState
andotherStateandFederalregulatoryauthorities.  TheStatewillpaythe
provideranadditionalamountifthetotalreimbursablecostsismorethanthe
interimpaymentsmadetotheprovider.  Anyoverpaymentswillberecoupedand
returnedtotheFederalgovernmentinaccordancewith42CFR433.316. 

F.REIMBURSEMENTMETHODOLOGYANDPROCEDURES–INDIVIDUALAND
GROUPPROVIDERSANDOTHERQUALIFIEDPROVIDERS
Individualandgroupprovidersandothereligibleprovidersthatrenderrehabilitative
mentalhealthservicesand/ortargetedcasemanagementserviceswillbe
reimbursedbasedupontheSMIR. 

G.SCHEDULEOFMAXIMUM RATES
TheStateoriginallycalculatedtheScheduleofMaximumInterimRates (SMIR) for
targetedcasemanagementservicesandrehabilitativementalhealthservices,  
exceptcrisisstabilization, crisisresidentialtreatment, andadultresidentialtreatment,  
usingdatafromstatefiscalyear1998-99costreports.  Theseratesareupdatedon
anannualbasisandpublishedinaninformationnoticethatispostedtothesingle
stateagency’swebsite.  ThefollowingdescribesthemethodologytheStateusedto
calculatetheoriginalSMIRandthemethodologythestatewillusetoannually
updatethoserates.    

1.Extractfromeachprovider’scostreportthereportedgrosscostsforeachtype
ofserviceandreportedunitsofserviceforeachtypeofservice. Grosscostsdo
notincludecountyadministrativeandutilizationreviewcosts. 

2.Dividegrosscostsbyunitsofserviceforeachtypeofservice.    
3.Removefromthedatasetthoseprovidersthathaveacostperunitthatisone

standarddeviationabovethemean. 
4.Aftercompletingstep3, removethoseprovidersthathaveacostperdayinthe

toptenpercentoftheremainingproviders. 
5.Fromtheremainingproviders, calculatethesumofgrosscostsreportedfor

eachtypeofservice.   

TNNo. 09-004
SupersedesApprovalDate: FEB16, 2016 EffectiveDate:JAN01, 2009
TNNo. New
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6. From the remaining providers, calculate the sum of the units of service reported
for each type of service.

7. Divide the sum of gross costs determined in step 5 by the sum of the units of
service as determined in step 6 to calculate the statewide average cost per unit
for each type of service.

8. The statewide average cost per unit calculated in step 7 will be increased on an
annual basis, effective the first day of each state fiscal year, using the change in
the home health agency market basket index.

The State calculates that the SMIR for peer support services will be equal to the 
interim rate set for targeted case management services. The statewide average cost 
per unit for peer support services will        be increased on an annual basis, effective the 
first day of each state fiscal year, using the                 change in the home health agency 
market basket index. The annually updated cost              per unit for peer support services 
will be published in an annual information notice that is posted to the single state 
agency’s website. 

The State originally calculated the SMIR for crisis stabilization using a cost survey of 
fourteen county programs that provided services for up to 24 hours in an emergency 
room setting. The statewide average cost per unit for crisis stabilization services will 
be increased on an annual basis, effective the first day of each fiscal year, using the 
change in the home health agency market basket index. The annually updated cost 
per unit for crisis stabilization services will be published in an annual information 
notice that is posted to the single state agency’s website. 

The State originally calculated the SMIR for crisis residential treatment and adult 
residential treatment services based on a cost survey from approximately sixty 
facilities. The survey distinguished between the cost of treatment from the cost for 
room and board, which is excluded from the SMIR for crisis residential treatment and 
adult residential treatment. The statewide average cost per unit for crisis residential 
treatment and adult residential treatment will be increased on an annual basis, 
effective the first day of each fiscal year, using the change in the home health 
agency market basket index. The annually updated cost per unit for crisis residential 
treatment and adult residential treatment will be published in an annual information 
notice that is posted to the single state agency’s website. 

The SMIR for services provided in a treatment foster home will initially be set at 
$87.40 per day and the State will annually increase this SMIR based upon the 
change in the home health agency market basket index. The $87.40 daily rate is

12/14/2021
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based upon the existing rate the State pays providers for a similar service called 
intensive treatment foster care. The treatment component of these rates are based 
upon an hourly rate of $23 for an in-home support counselor multiplied by the 
number of hours the in-home support counselor is likely to provide treatment to the 
child. The most intensive level of treatment expects the in-home support counselor 
to provide 114 hours of treatment per month, which is 3.8 hours per day. The hourly 
rate of $23 multiplied by 3.8 hours per day of treatment equals the daily rate of 
$87.40. 

H. ALLOWABLE SERVICES (ALSO USED IN THE COST REPORT)
Allowable Rehabilitative Mental Health and Targeted Case Management
Services and units of service are as follows:

Service Units of Service 
Mental Health Services One Minute Increments 

Medication Support Services One Minute Increments 

Day Treatment Intensive Half-Day or Full-Day 

Day Rehabilitation Half-Day or Full-Day 

Crisis Intervention One Minute Increments 

Crisis Stabilization One-Hour Blocks 

Adult Residential Treatment 

Services 

Day (Excluding room and 

board) 

Crisis Residential Treatment 

Services 

Day (Excluding room and 

board) 

Psychiatric Health Facility 

Services 

Day (Excluding room and 

board) 

Targeted Case Management One Minute Increments 

Services provided in a treatment 
home 

Day (Excluding room and board) 

Peer Support Services 15 Minute Increments 

12/14/2021
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State Plan Under Title XIX of the Social Security Act 
STATE/TERRITORY: CALIFORNIA 

REIMBURSEMENT FOR MEDI-CAL PERSONAL CARE SERVICES 

A. GENERAL PROVISIONS 

Medi-Cal Personal Care Services (referred to in this document as Personal Care Services) are 
services provided pursuant to 42 Code of Federal Regulations 440.167 in accordance with the 
rules and regulations of the California Department of Health Care Services and the California 
Department of Social Services. 

B. REIM BURSEMENT RATE LIMITATIONS FOR PERSONAL CARE SERVICES 

(1) A county may contract with an agency of a city, county, or city and county, a local health 
district, a voluntary nonprofit agency, a proprietary agency, or an individual for the 
purpose of providing personal care services. The rate of reimbursement will be 
negotiated between the county and its contractor or its contractors, consistent with 
applicable regulations promulgated by the California Department of Social Services or 
the Department of Health Care Services. 

(2) The rate of reimbursement for individual providers will be negotiated between the 
provider union and the individual county, or the provider union and the public 
authorities/non-profit consortiums, as applicable. 

(3) The Individual Provider Rate includes Wages, Payroll Tax, Benefits, Administrative Costs, 
and Paid Time Off within the negotiated rate. 

C. PUBLICATION OF INDIVIDUAL AND CONTRACTED PROVIDER RATES OF 
PERSONAL CARE SERVICES 

State approved county governmental, contracted, and private individual provider rates are documented 
in a fee schedule and that fee schedule was last updated July 1, 2018, and is effective for services 
provided after that date. This fee schedule is published on the California Department of Social Services 
website at: 
http://www.cdss.ca.gov/Portals/9/IHSS/IHSS_Sick_Leave_Rate_as_of_July-1-2018.pdf?ver=2018-
10-10-165722-833 

TN No. 18-006 
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State Plan Under Title XIX of the Social Security Act 
STATE/TERRITORY: CALIFORNIA 

D. PAYMENTS AND UNITS OF SERVICE 

(1) Reimbursements for services will be made only to providers authorized by the California 
Department of Social Services to provide Personal Care Services to beneficiaries. The rates 
will be based upon a time-based unit of service. The time-based unit of service is per minute 
based on 60 minutes per hour. 

(2) The methodology for determining the beneficiary's service budget is based on the assessment of 
needs for the beneficiary and the development of the service plan.  The cost of providing the 
services included in the service plan is calculated based on the expected  reimbursement for 
such services  under the state plan and is adjusted to account for the self-directed services 
delivery model served in the Sec. 1915 [42 U.S.C. 1396n] G) program. 

In cases where the beneficiary chooses not to have the assessed Personal  Care Services of meal 
preparation, meal cleanup and/or shopping for food services provided in-home, the beneficiary 
can choose to have their service budget reduced by the amount calculated based on hours 
allocated for these services and reimbursement of $15.50 per week per person or $31 per week 
per couple is provided for meal preparation, meal cleanup and/or shopping for food related 
activities in the Sec. 1915 (42 U.S.C. H96n] (j) program. 

TN No. 18-006 
Supersedes Approval Date: December 3, 2018___ Effective Date: July 1, 2018 
TN No. None 

Approval Date: December 3, 2018
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State Plan Under Title XIX of the Social Security Act 

STATE/TERRITORY: CALIFORNIA 

C. PUBLICATION OF INDIVIDUAL AND CONTRACTED PROVIDER RATES OF 
PERSONAL CARE SERVICES 

State approved county governmental, contracted, and private individual provider rates are 
documented in a fee schedule and that fee schedule was last updated on October 1, 2009, and 
effective for services provided after that date. This fee schedule is published on the California 
Department of Social Services website at www.cdss.ca.gov/agedblinddisabled/PG 1996.htm. 
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State Plan Under Title XIX of the Social Security Act 

STATE/TERRITORY: CALIFORNIA 

D. PAYMENTS AND UNITS OF SERVICE 

( 1) Reimbursements for services will be made only to providers authorized by the California 
Department of Social Services to provide Personal Care Services to beneficiaries. The 
rates will be based upon a time-based unit of service. The time-based unit of service is 
per minute based on 60 minutes per hour. 

(2) The methodology for determining the beneficiary's service budget is based on the 
assessment of needs for the beneficiary and the development of the service plan. The 
cost of providing the services included in the service plan is caJculated based on the 
expected reimbursement for such services under the state plan and is adjusted to account 
for the self-directed services delivery model served in the Sec. 1915 [42 U.S.C. 1396n] G) 
program. 

In cases where the beneficiary chooses not to have the assessed Personal Care Services of 
meal preparation, meal cleanup and/or shopping for food services provided in-home, the 
beneficiary can choose to have their service budget reduced by the amount calculated 
based on hours allocated for these services and reimbursement of $15.50 per week per 
person or $31 per week per couple is provided for meal preparation, meal cleanup and/or 
shopping for food related activities in the Sec. 1915 (42 U.S.C. 1396n] (j) program. 

SEP 2 9 2009
TN No. 09-006 Approval Date: _________ Effective date: October 1, 2009 
Supersedes 
'IN No. 94-006 

D. PAYMENTS AND UNITS OF SERVICE
(1) Reimbursements for services will be made only to providers authorized by the California
Department 
of Social Services to provide Personal Care Services to beneficiaries. The
rates 
will be based upon a time-based unit of service. The time-based unit of service is
per 
minute based on 60 minutes per hour.
(2) The methodology for determining the beneficiary�s service budget is based on the
assessment 
of needs for the beneficiary and the development of the service plan. The
cost 
of providing the services included in the service plan is calculated based on the
expected 
reimbursement for such services under the state plan and is adjusted to account
for 
the sclf-directed services delivery model served in the Sec. 1915 {42 U.S.C. 1396n] (j)
program.

In 
cases where the beneficiary chooses not to have the assessed Personal Care 
Services of
meal preparation, meal cleanup and/or shopping for food services provided in-home, 
the
beneficiary can choose to have their service budget reduced by the amount calculated
based 
on hours allocated for these services and reimbursement of $15.50 per week per
person 
or $31 per week per couple is provided for meal preparation, meal cleanup and/or
shopping 
for food related activities in the Sec. 1915 [42 U.S.C. 1396n] (j) program.

TN No. 09-006 Supersedes TN 
No.94-006
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