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CALIFORNIA LEGISLATURE—2013—14 REGULAR SESSION

ASSEMBLY BILL No. 498

Introduced by Assembly Member Chavez

February 20, 2013

An act to amend Section 14166.151 of, and to repeal Sections
14166.152, 14166.153, 14166.154, and 14166.155 of, the Welfare and
Institutions Code, relating to Medi-Cal.

LEGISLATIVE COUNSEL’S DIGEST

AB 498, as amended, Chavez. Medi-Cal.

(1) Existing law provides for the Medi-Cal program, which is
administered by the State Department of Health Care Services, under
which qualified low-income individuals receive health care services.
The Medi-Ca program is, in part, governed and funded by federal
Medicaid Program provisions. Existing law, subject to federal approval,
modifies the inpatient fee-for-service reimbursement methodology for
nondesignated public hospitals, as defined, under a specified
demonstration project for services on or after July 1, 2012. Existing
law provides that beginning with the 2012-13 fiscal year, and if
specified conditions are met, nondesignated public hospitals, or
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governmental entities with which the hospitals are affiliated, shall be
eligible to receive safety net care pool payments for uncompensated
care from the Health Care Support Fund. Existing law provides that
these provisions shall become operative on the date that all necessary
federal approvals have been obtained to implement these and other
related provisions. Existing law requires designated public hospitals
to report and certify specified information for each successor
demonstration year beginning with the 2012—13 fiscal year.

This bill would revise and recast those provisions. This bill would
instead authorize the department to seek necessary federal approvals
or waivers to separately implement the safety net care pool payments
for uncompensated care provisionsfor the 2013-14 and 2014-15 fiscal
years. The bill would requirethe state, if the state receivesfederal safety
net care pool funds for uncompensated care under these—prevision
provisions, to retain¥, of the funds for Medi-Cal related expenditures.

(2) Under existing law, nondesignated public hospitals may receive
fee-for-service payments for inpatient services, as specified. Under
existing law, beginning with the 2012-13 fiscal year, subject to federal
approval and if specified conditions are met, nondesignated public
hospitals may receive delivery system reform incentive pool funding,
as specified.

This bill would eliminate those provisions.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the Sate of California do enact as follows:

SECTION 1. Section 14166.151 of the Welfare and | nstitutions
Code is amended to read:
14166 151 @ It |sthe mtent of the Legidature to+efem=1—the

for avol untary pI‘OCGS for nondes gnated public hospi taJsto claim
reimbursement from the safety net care pool in the successor
demonstratlon prOJect based on their publlc structure—m—erdeHe

the extent that there |sfund| ng avallablefor nondes gnated publlc
hospitalsin that pool, asallowed by the federal government, which
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shall be allocated equally between the state and the nondesignated
public hospital, so that for every dollar of certified public
expenditure used by the nondesignated public hospital, the
nondesignated public hospital shall voluntarily allow the state to
use a corresponding certified public expenditure amount for
claiming purposes.

(b) Subjeet-to-subivision{e),-beginning-(1) Beginning with
servicesprovi ded onor after July 1,-2012fee-for-service payments

2013 nondesugnated publlc hospltals
shall be €ligible to receive safety net care pool payments for
uncompensated care costs to the extent that additional federa
funding is made available pursuant to the Special Terms and
Conditions for the safety net care pool uncompensated care limit
of the successor demonstration project and if they comply with
the requirements set forth in-Seetien-14166-154- this section.

B)

(2) The amount of funds that may be clamed pursuant to
subparagraph-(A) paragraph (1) shall not exceed the additional
federal funding made available under the safety net care pool for
nondesignated public hospital uncompensated care costs, and shall
not reduce the amounts of federal funding for safety net care pool
uncompensated care costs that would otherwise be made available
to designated public hospitals in the absence of this paragraph,
including the amounts available under the Special Terms and
Conditions in effect as of April 1,-2032 2013, and amounts
available pursuant to Section 15916.
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(3) (A) Notwithstanding-subparagraph-(B) paragraph (2), if
the designated public hospitals do not have sufficient certified
public expenditures to claim the full amount of federal funding
made available to the designated public hospitals as referenced in
subparagraph-(B) paragraph (2), including consideration of the
potential for the designated public hospitals to have sufficient
certified public expenditures in a subsequent year, the department
may authorize the funding to be claimed by the nondesignated
public hospitals.

€

(B) The department may determine whether designated public
hospitals do not have sufficient certified public expenditures to
claim the full amount of federa funding pursuant to-elabse{H
subparagraph (B) no sooner than after the submission of the cost
reporting information required pursuant to Section 14166.8 for the
applicable successor demonstration year.

(C) If the department makes the determination identified in
elause—{H) subparagraph (B) based on as-filed cost reporting
information submitted prior to afinal audit, the department shall
make the determination in consultation with the designated public
hospitals and shall apply an audit cushion of at least 5 percent to
the asfiled cost information. If the department makes the
determination identified in-etabse-{t) subparagraph (B) based on
audited cost reporting information, no audit cushion shall be
applied.
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(c) Beginning in the 2013-14 fiscal year, within five months
after the end of a successor demonstration year, nondesignated
public hospitals shall submit to the department all of the following
reports:

(1) The hospital’s Medicare or Medicaid cost report for the
successor demonstration year.

(2) Other cost reporting and statistical data necessary for the
determination of amounts due to the hospital under the successor
demonstration project, as requested by the department.

(d) For each successor demonstration year, the reports shall
identify all of the costsincurred in providing hospital servicesto
uninsured individuals.

(e) Anondesignated public hospital, or the governmental entity
with which it is affiliated, that operates nonhospital clinics or
provides physician, nonphysician practitioner, or other health
care services that are not identified as hospital services under the
Soecial Terms and Conditions for the successor demonstration
project, shall report and certify all of the uncompensated uninsured
costs of the services furnished.

() Reports submitted under this section shall include all
allowable costs.

(g) The appropriate public official shall certify to all of the
following:

(1) The accuracy of the reports required under this section.
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(2) That the expendituresto meet the reported costs comply with
Section 433.51 of Title 42 of the Code of Federal Regulations.

(3) That the sources of funds used to make the expenditures
certified under this section do not include impermissible provider
taxes or donations, as defined under Section 1396b(w) of Title 42
of the United States Code, or other federal funds. For this purpose,
federal funds do not include delivery system reformincentive pool
paymentsor patient care revenue received as payment for services
rendered under programs such as nondesignated state health
programs, the Low Income Health Program, Medicare, or
Medicaid.

(h) The certification of public expenditures made pursuant to
this section shall be based on a schedule established by the
department in accordance with federal requirements.

(1) Thedirector may require nondesignated public hospitalsto
submit quarterly estimates of anticipated expenditures, if these
estimates are necessary to obtain interim payments of federal
Medicaid funds.

(2) All reported expenditures shall be subject to reconciliation
to allowable costs, as determined in accordance with applicable
implementing documentsfor the successor demonstration project.

(i) The timeframes for data submission and reporting periods
may be adjusted as necessary in accordance with federal
requirements.

() (1) Beginning in the 201314 fiscal year, safety net care
pool payments for uncompensated care shall be allocated to
nondesignated public hospitals as follows:

(A) The department shall determine the maximum amount of
safety net care pool payments for uncompensated care that is
available to nondesignated public hospitals for the successor
demonstration year pursuant to this section. This determination
shall be made solely with respect to allowable uncompensated
care costsincurred by nondesignated public hospitalsand reported
pursuant to subdivisions (c) to (i), inclusive.

(B) The department shall establish, in consultation with the
nondesignated public hospitals, an allocation methodology to
determine the amount of safety net care pool paymentsto be made
to the nondesignated public hospitals. The all ocation methodol ogy
shall beimplemented when the director issues a declaration stating
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that the methodology complies with all applicable federal
requirements for federal financial participation.

(2) A safety net care pool payment amount may be paid to a
nondesignated public hospital, or governmental entity with which
it is affiliated, pursuant to this section independent of the amount
of uncompensated uninsured costs that is certified as public
expenditures pursuant to subdivisions (c) to (i), inclusive, provided
that, in accordance with the Special Terms and Conditionsfor the
successor demonstration project, the recipient hospital shall not
return any portion of the funds received to any unit of government,
excluding amounts recovered by the state or federal government.

(3) Nondesignated public hospitals, or governmental entities
with which they are affiliated, shall receive the amount established
pursuant to this subdivision, less the 50 percent retained by the
state pursuant to subdivision (1), in quarterly interim payments
during the successor demonstration year. The determination of
the interim payments shall be made on an interim basis prior to
the start of each successor demonstration year. The department
shall use the cost and statistical data that isin subdivisions (c) to
(1), inclusive.

(K) (1) No later than April 1 following the end of the relevant
reporting period for the successor demonstration year, the
department shall undertake an interim reconciliation of the
payment amount established pursuant to subdivision (j) for
nondesignated public hospitals using Medicare and other cost,
payment, and statistical data submitted by the hospitals for the
successor demonstration year, and shall adjust payments to the
hospitals accordingly.

(2) All payments to nondesignated public hospitals are subject
to a final reconciliation that is subject to final audits of all
applicable Medicare and other cost, payment, discharge, and
statistical data for the successor demonstration year.

(1) Theprocessfor supplemental payments madein subdivisions
() and (K) is a voluntary process the implementation of which is
limited by this subdivision. The department may submit for federal
approval a proposed amendment to the successor demonstration
project to implement this section.

(1) If a nondesignated public hospital voluntarily agrees to
participate in a process that, up to the amount of safety net care
pool funds available, allows the certified public expenditures for

94



AB 498 — 10—

OCO~NOUITPA,WNE

uncompensated care under this section to be allocated equally
between the state and the nondesignated public hospital, so that
for every dollar of certified public expenditure used by the
nondesignated public hospital, the nondesignated public hospital
shall voluntarily allow the state to use a corresponding certified
public expenditure amount for claiming purposes. Participation
in the safety net care pool under this section is voluntary on the
part of the nondesignated public hospital for the purposes of all
applicable federal laws. If a nondesignated public hospital does
not voluntarily agree to participate in this process, it shall not be
eligible to receive safety net care pool funds.

(2) If the budget neutrality requirements established under
Section Xl of the Special Terms and Conditions of the successor
demonstration project are exceeded, payments made under this
section shall be reduced to achieve budget neutrality. The state’s
share of the federal financial participation shall be reduced after
the provider’s share has been exhausted.

(3) Notwithstanding any other provision of law, upon the receipt
of anotice of disallowance or deferral fromthe federal government
related to any certified public expenditures for uncompensated
care incurred by the nondesignated public hospital that are used
for federal claiming under the safety net care pool pursuant to the
successor demonstration project after this section isimplemented,
and subject to the processes set forth in this section, the department
and the nondesignated public hospitals shall each be responsible
for one-half of the repayment of the federal portion of any federal
disallowance or deferral for the applicable successor
demonstration year, up to the amount claimed and allocated
pursuant to this section for that particular year beginning with
the 2013-14 fiscal year.

(4) This section shall be implemented only to the extent other
federal financial participation is not jeopardized.

(m) Eligible providers, asa condition of receiving supplemental
reimbursement pursuant to this section, shall enter into, and
maintain, an agreement with the department for the purposes of
implementing this section and reimbursing the department for the
costs of administering this section, including, but not limited to,
the state personnel costs. No General Fund moneys shall be
expended for the implementation and administration of this section.
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SEC. 2. Section 14166.152 of theWelfare and I nstitutions Code
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SEC. 4. Section 14166.154 of theWelfare and I nstitutions Code
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