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Centers for Medicare & Medicaid Services
New York Regional Office

Division of Medicaid and Children's Health
26 Federal Plaza - Room 3800

New York, New York 10278

RE: SPA #11-72
Non-Institutional Services

Dear Mr. Melendez:

The State requests approval of the enclosed amendment #11-72 to the Title XIX
(Medicaid) State Plan for non-institutional services to be effective April 1, 2011 (Appendix I).
This amendment is being submitted based on enacted legislation. A summary of the plan
amendment is provided in Appendix II.

The State of New York reimburses these services through the use of rates that are
consistent with and promote efficiency, economy, and quality of care and are sufficient to enlist
enough providers so that care and services are available under the plan at least to the extent that
such care and services are available to the general population in the geographic area as required
by §1902(a)(30) of the Social Security Act and 42 CFR §447.204.

Copies of pertinent sections of proposed State statute are enclosed for your information
(Appendix IIT). A copy of the public notice of this plan amendment, which was given in the
New York State Register on March 30, 2011, is also enclosed for your information (Appendix
IV). In addition, responses to the five standard funding questions and the standard access
questions are also enclosed (Appendix V and VI, respectively).
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If you have any questions regarding this State Plan submission, please do not hesitate to
contact John E. Ulberg Jr., Director, Division of Health Care Financing at (518) 474-6350.
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New York

A (5)
Attachment 4.19-B
(04/11)
i) Ambulatbu Patient Group (APG) reimbursement for hospital outpatient
departments, emergency departments, and ambulatory surgery services;
and for freestanding clincs and ambulatory surgery centers services, Page 1(f)-1
except for those services provided on federally recognized Indian nations p 2(h)-2(t
to Native Americans. : Pages 2(h)-2(t)
1) Ordered Ambulatory Services performed by a freestanding clinic on an Page 2
ambulatory basis.
k) Services to AIDS/HIV positive patients provided in Hospital Outpatient Pages 2(b)
Departments and Freestanding clinics.
1) Laboratory services. Page 4
m) Home health services provided by Certified Home Health Agencies Pages 4-4(a)(i)(2);
(CHHA), including services to patients diagnosed with AIDS. 4(a)(ii)-4(b)
n) Personal Emergency Response Services (PERS). Page 4(a)(i)(3)
0) Services provided to Medically Fragile Children. Page 4(a)(i)(3)
p) Home Telehealth Services provided by CHAAs including those that Pages 4(a)(i)(4) —
provide AIDS home care services. 4(a)(i)(5)
q) E-prescription financial Incentive program to retail pharmacies Page 4(e)

r) Private Duty Nursing; including nursing services provided to medically
fragile children and services provided to eligible residents of an adult

home or enriched housing program that is issued a limited license by the
Department of Health.

s) Physical Therapy, except for those services provided in an office based

setting.

t) Occupational Therapy, except for those services provided in an office
based setting.

u) Eyeglasses and Other Visual Services.
v) Hearing Aid Supplies and Services.

w) Prosthetic and Orthotic Appliances.
x) Comprehensive Psychiatric Emergency programs.
y) Durable Medical Equipment.

TN #11-72 Approval Date

Pages 5-5(a)(i)

Page 5(a)(i)

Page 5(a)()
Page 5(b)
Page 5(b)
Page 5(b)
Page 5(b)

Page 6

Supersedes TN ___#10-38 Effective Date




New York
A (6)

z) Medical/Surgical Supplies.

aa) Enterel Formula.

bb) Transportation.
cc) Out of State Services for fee based providers.
dd) Personal Care Services.

ee) Case Management Services to Target Group F; Target Group G; Target
Group A and E; Target Group C; Target Group I; and Target Group M.

ff) Preferred Physician and Children’s Program.
gqg) Medicaid Obstetrical and Maternal Services (MOMS).

hh) Child Teen Health Program.

i) Health Maintenance Organization Obstetrical and Pediatric Services.

jii) Emergency services for illegal aliens.

kk) Primary Care Case Management.

1) Program of AII-Incluéive Care for the Elderly (PACE).

mm) Early and Periodic Screening, Diagnostic and Treatment Services

(EPSDT).

TN #11-72 Approval Date

Attachment 4.19-B
- (04/11)

ne)

Q-
F

)]

o o
o]
F
[e)} (e}

Page 6(a

Pages 6(a)-6(a)(iv)

¥

Pages 10(2)-11(q)
Page 12(2)-12(3)

Page 12(4)
Page 12(5)
Page 12(6)-12(7)

Page 13
Page 16
Page 17

Pages 17(d)-17(i)

Supersedes TN __ #10-38 Effective Date




New York

A (4)
Attachment 4.19-B
(04/11)
| xx) Health Maintenance Organization Obstetrical and Pediatric Services. Page 12(6)-12(7)
yy) Emergency services for illegal aliens. Page 13
zz) Primary Care Case Management. Page 16
aaa) Program of All-Inclusive Care for the Elderly (PACE). Page 17

bbb) Early and Periodic Screening, Diagnostic and Treatment Services Pages 17(d)-17(i)

(EPSDT).

% Across the Board Payment R ction- Effectiv 1/2011- 1/2013

TN

Supersedes TN __#10-38 Effective Date

(1) For dates of service on and after April 1, 2011 and ending on March 31, 2013, payments for
services as specified in paragraph (2) of this Attachment will be reduced by 2%.

(2) Payments in this Attachment subject to the reduction in paragraph (1) include the following:

a) Physician Services, except for those physician services provided in an
office based setting.

Page 1

b) Statewide Patient Centered Medical Home and the Adirondack Medical Pages 1(A)-1(A)(iii):

Home Multipayor Program for physicians, hospital based clinics and 1(Q)()(A) -1(c)(i)(B)

freestanding clinics. 1((N(G)-L(c)(H)
c) E-prescription financial incentive _payments_to dentists, podiatrists, Page 1(A)(iv)-

optometrists, nurse midwives, and nurse practitioners. 1(A)(viii)
d) Reimbursement for dental services, podiatrists, optometrists, chiropractic

services, nurse midwives, nurse practitioners, and clinical psychologists:

except for those services provided in an office based setting. Page 1(a)
e) Methadone Maintenance Treatment Program (MMTP) services. Page 1(b)
f) Outpatient reimbursement for Acute Care Children’s Hospitals. Page 1(b)(ii)
a) Ordered Ambulatory Services. Pages 1(c)-1(c)(i)
h) Methadone maintenance Treatment Program (MMTP) services and day

health care services rendered to patients with HIV/AIDS which are

provided in Freestanding Clinics certified under Article 28 of the State P UO-1(d)

Public health Law. age lic
#11-72 Approval Date




New York
Page 4(d)(i)

Attachment 4.19-B
(04/11)

Effective May 12, 2011, the Commissioner of Health will have the authority to establish the amount of
payments and dispensing fees for prescription drugs. The amount of payments and dispensing fees are
published on the New York State Department of health website at:

http://health.ny.gov/health_care/medicaid /brogram/docs/pharrnacy_reimbursement.pdf.

For dates of service on and after April 1, 2011 and ending on March 31, 2013 payments for services as
specified on this page will be reduced by 1% or less.

TN #11-72 Approval Date

Supercedes TN ___#11-67  Effective Date
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Summary
SPA #11-72

This state plan amendment proposes to make a 2% reduction uniformly across most payments
made under the State’s Non-Institutional State Plan Amendment (4.19-B). In addition, as an
alternative, pharmacy is set to a 1% or less reduction. Such payment reductions will commence
for payments made on or after April 1, 2011 through March 31, 2013.
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SPA 11-72

S$.2809-D/A-4009.D - Part H

$ 20. (a) Notwithstanding any other provision of law to the contrary,
for the state fiscal years beginning April 1, 2011 and ending on March
31, 2013, all Medicaid payments made for services provided on and after
April 1, 2011, shall, except as hereinafter provided, be subject to a
uniform twe percent reduction and such reduction shall be applied, to
the extent practicable, in -equal amounts during the fiscal year,
provided, however, that an alternative method may be considered at the
discretion of the commissioner of health and the director of the budget
based wupon consultation with the health care industry including but not
limited to, a uniform reduction in Medicaid rates of payments or other
reductions provided that any method selected achieves up to $345,000,000
in Medicaid state share savings in state fiscal year 2011-12 and up to
$357,000,000 in state fiscal vyear 2012-13, except as hereinafter
provided, for services provided on and after April 1, 2011 through March
31, 2013. Any alternative methods to achieve the reduction must be
provided in writing and shall be filed with the senate finance committee
and the assembly ways and means committee not less than thirty days
before the date on which implementation is expected to begin. Nothing in
this section shall be deemed to prevent all or part of such alternative
reduction plan from taking effect retroactively, to the extent permitted
by the federal centers for medicare and medicaid services.

(b) The following types of appropriations shall be exempt from
reductions pursuant to this section:

(i) any reductions that would violate federal law including, but not
limited to, payments reguired pursuant to the federal Medicare program;

(ii) any reductions related to payments pursuant to article 32, arti-
cle 31 and article 16 of the mental hygiene law;

(iii) payments the state is obligated to make pursuant to court orders
or Jjudgments; .

(iv) payments for which the non-federal share does not reflect any
state funding; and

(v) at the discretion of the commissioner of health and the director
of the budget, payments with regard to which it is determined by the
commissioner of health and the director of the budget that application
of reductions pursuant to this section would result, by operation of
federal law, in a lower federal medical assistance percentage applicable
to such payments.

(c) Reductions to Medicaid payments or Medicaid rates of payments made
pursuant to this section shall be subject to the receipt of all neces-
sary federal approvals.

(d) Not less than 30 days prior to the conclusion of each state fiscal
year in which the provisions of this section apply, the department of
health shall prepare and transmit a report to the legislature that
details the actions taken to implement the Medicaid state share
reductions established pursuant to this section. Such report shall be
provided to the chairman of the senate finance committee and the assem-
bly ways and means committee. ’
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MISCELLANEOUS
NOTICES/HEARINGS

Notice of Abandoned Property
Received by the State Comptroller

Pursuant to provisions of the Abandoned Property Law and related
laws, the Office of the State Comptroller receives unclaimed monies
and other property deemed abandoned. A list of the names and last
known addresses of the entitled owners of this abandoned property is
maintained by the office in accordance with Section 1401 of the
Abandoned Property Law. Interested parties may inquire if they ap-
pear on the Abandoned Property Listing by contacting the Office of
Unclaimed Funds, Monday through Friday from 8:00 a.m. to 4:30
p.m., at: )

1-800-221-9311
or visit our web site at:
WWW.0SC.state.ny.us

Claims for abandoned property must be filed with the New York
State Comptroller’s Office of Unclaimed Funds as provided in Sec-
tion 1406 of the Abandoned Property Law. For further information
contact: Office of the State Comptroller, Office of Unclaimed Funds,
110 State St., Albany, NY 12236.

PUBLIC NOTICE
Department of Civil Service
PURSUANT to the Open Meetings Law, the New York State Civil
Service Commission hereby gives public notice of the following:

Please take notice that the regular monthly meeting of the State
Civil Service Commission for April 2011 will be conducted on April
14 commencing at 10:00 a.m. This meeting will be conducted at New
York Network, Suite 146, South Concourse, Empire State Plaza,
Albany, NY. Directions and parking information available at
(www.nyn.suny.edu).

For further information, contact: Office of Commission Opera-
tions, Department of Civil Service, Alfred E. Smith State Office Bldg.,
Albany, NY 12239, (518) 473-6598

PUBLIC NOTICE
Department of Health

Pursuant to 42 CFR Section 447.205, the Department of Health
hereby gives public notice of the following:

The Department of Health proposes to amend the Title XIX
(Medicaid) State Plan for inpatient, long term care, and non-
institutional services to comply with recently proposed statutory
provisions. The following significant changes are proposed:

All Services

« Effective on and after April 1, 2011, no annual trend factor will

be applied pursuant to the provisions of Public Health Law § 2807-

c(10)(c) to rates of payment for hospital inpatient, residential health
care facilities, certified home health agencies, personal care services,
and adult day health care services provided to patients diagnosed with
AIDS. This includes the elimination of the 2011 trend factor effective
for rates of payment April 1, 2011, and thereafter. In addition, the
Department is authorized to promulgate regulations, to be effective
April 1, 2011, such that no annual trend factor may be applied to rates
of payment by the Department of Health for assisted living program

services, adult day health care services or personal care services
provided in those local social services districts, including New York
City, whose rates of payment for services is established by such social
services districts pursuant to a rate-setting exemption granted by the
Department. This includes the elimination of the 2011 trend factor ef-
fective for rates of payment April 1, 2011, and thereafter.

- Effective for dates of service April 1, 2011, through March 31,
2012, and each state fiscal year thereafter, all non-exempt Medicaid
payments as referenced below will be uniformly reduced by two
percent. Such reductions will be applied only if an alternative method
that achieves at least $345 million in Medicaid state share savings an-
nually is not implemented.

- Medicaid administration costs paid to local governments, contrac-
tors and other such entities will also be reduced in the same manner as
described above.

- Payments exempt from the uniform reduction based on federal
law prohibitions include, but are not limited to, the following:

« Federally Qualified Health Center services;

= Indian Health Services and services provided to Native Ameri-
cans;

« Supplemental Medical Insurance - Part A and Part B;

« State Contribution for Prescription Drug Benefit (aka Medicare
Part D payments);

» Any local share cap payment required by the Federal Medical As-
sistance Percentage (FMAP) increase legislation;

» Required payments related to the School Supportive Health Ser-
vices Program and Preschool Supportive Health Services Program
settlement agreement;

« Services provided to American citizen repatriates; and
= Hospice Services.

- Payments exempt from the uniform reduction based on being
funded exclusively with federal and/or local funds include, but are not
limited to, the following:

» Upper payment limit payments to non-state owned or operated

.governmental providers certified under Article 28 of the NYS Public

Health Law;

» Certified public expenditure payments to the NYC Health and
Hospital Corporation;

» Certain disproportionate share payments to non-state operated or
owned governmental hospitals;

« Certain managed care payments pursuant to section 3-d of Part B
of the Chapter 58 of the Laws of 2010; and

» Services provided to inmates of local correctional facilities.

- Payments pursuant to the mental hygiene law will be exempt from
the reduction;

- Court orders and judgments; and

- Payments where applying the reduction would result in a lower
FMAP as determined by the Commissioner of Health and the Director
of the Budget will be exempt. _

« Medicaid expenditures will be held to a year to year rate of growth
spending cap which does not exceed the rolling average of the preced-
ing 10 years of the medical component of the Consumer Price Index

(CPT) as published by the United States Department of Labor, Bureau
of Labor Statistics.
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Miscellaneous Notices/Hearings

NYS Register/March 30, 2011

- The Director of the Budget and the Commissioner of Health will
periodically assess known and projected Medicaid expenditures to
determine whether the Medicaid growth spending cap appears to be
pierced. The cap may be adjusted to account for any revision in State
Financial Plan projections due to a change in the FMAP amount,
provider based revenues, and beginning April 1, 2012, the eperational
costs of the medical indemnity fund. In the event it is determined that
Medicaid expenditures exceed the Medicaid spending cap, after any
adjustment to the cap if needed, the Director of the Division of the
Budget and the Commissioner of Health will develop a Medicaid sav-
ings allocation plan to limit the Medicaid expenditures by the amount
of the projected overspending. The savings allocation plan will be in
compliance with the following guidelines:

= The plan must be in compliance with the federal law;

o It must comply with the State’s current Medicaid plan, amend-
ment, or new plan that may be submitted;

« Reductions must be made uniformly among category of service,
to the extent practicable, except where it is determined by the Com-
missioner of Health that there are grounds for non-uniformity; and

» The exceptions to uniformity include but are not limited to:
sustaining safety net services in underserved communities, to ensuring
that the quality and access to care is maintained, and to avoiding
administrative burden to Medicaid applicants and recipients or
providers,

Medicaid expenditures will be reduced through the Medicaid sav-
ings allocation plan by the amount of projected overspending through
actions including, but not limited to: modifying or suspending
reimbursement methods such as fees, premium levels, and rates of
payment; modifying or discontinuing Medicaid program benefits;
seeking new waivers or waiver amendments.

Institutional Services

 For the state fiscal year beginning April 1, 2011 through March
31, 2012, continues specialty hospital adjustments for hospital
inpatient services provided on and after April 1, 2011, to public gen-
eral hospitals, other than those operated by the State of New York or
the State University of New York, located in a city with a population
of over one million and receiving reimbursement of up to $1.08 bil-
lion annually. Payments to eligible public general hospitals may be
added to rates of payment or made as aggregate payments. °

« Effective for periods on and after January 1, 2011, for purposes of
calculating maximum disproportionate share (DSH) payment distribu-
tions for a rate year or part thereof, costs incurred of furnishing
hospital services net of medical assistance payments, other than DSH
payments, and payments by uninsured patients shall for the 2011
calendar year, be determined initially based on each hospital’s submis-
sion of a fully completed 2008 DSH hospital data collection tool,
which is required to be submitted to the Department, and shall be
subsequently revised to reflect each hospital’s submission of a fully
completed 2009 DSH hospital data collection tool, which is required
to be submitted to the Department.

- For calendar years on and after 2012, such initial determinations
shall reflect submission of data as required by the Commissioner on a
specific date. All such initial determinations shall subsequently be
revised to reflect actual rate period data and statistics. Indigent care
payments will be withheld in instances when a hospital has not submit-
ted required information by the due dates, provided, however, that
such payments shall be made upon submission of such required data.

- For purposes of eligibility to receive DSH .payments for a rate
year or part thereof, the hospital inpatient utilization rate shall be
determined based on the base year statistics and costs incurred of
furnishing hospital services determined in accordance with the
established methodology that is consistent with all federal
requirements.

o Extends through December 31, 2014, the authorization to distrib-
ute Indigent Care and High Need Indigent Care disproportionate share
payments in accordance with the previously approved methodology.

« For state fiscal years beginning April 1, 2011, and for each state
fiscal year thereafter, additional medical assistance payments for
inpatient hospital services may be made to public general hospitals
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operated by the State of New York or the State University of New
York, or by a county which shall not include a city with a population
over one million, and those public general hospitals located in the
counties of Westchester, Erie, or Nassau, up to one hundred percent
(100%) of each such public hospital’s medical assistance and unin-
sured patient losses after all other medical assistance, including
disproportionate share payments to such general hospitals. Payments
may be added to rates of payment or made as aggregate payments.
Payments will be based initially on reported reconciled data from the
base year two years prior to the payment year adjusted for authorized
Medicaid rate changes and further reconciled to actual reported data
from such payment year.

o Public general hospitals, other than those operated by the State of
New York or the State University of New York, that are located in a
city with a population of over one million may receive additional
medical assistance DSH payments for inpatient hospital services for
the state fiscal year beginning April 1, 2011 through March 31, 2012,
and annually thereafter, in the amount of up to $120 million, as further
increased by up to the maximum payment amounts permitted under
sections 1923(f) and (g) of the federal Social Security Act, as
determined by the Commissioner of Health after application of all
other disproportionate share hospital payments. Payments may be
added to rates of payment or made as aggregate payments. Payments
will be based initially on reported reconciled data from the base year
two years prior to the payment year adjusted for authorized Medicaid
rate changes and further reconciled to actual reported data from such
payment year.

« Extends current provisions to services on and after April 1, 2011,
the reimbursable operating cost component for general hospital
inpatient rates will be established with the 2006 final trend factor equal
to the final Consumer Price Index (CPI) for all urban consumers less
0.25%. '

= The State proposes to extend, effective April 1, 2011, and thereaf-
ter, certain cost containment initiatives that were enacted in Chapter
81 of the Laws of 1995 and extended by subsequent legislation. The
extended provisions are as follows: (1) hospital capital costs shall
exclude 44% of major moveable equipment costs; (2) elimination of
reimbursement of staff housing operating and capital costs; and (3)
budgeted capital inpatient costs of a general hospital applicable to the
rate year shall be decreased to reflect the percentage amount by which
the budgeted costs for capital related inpatient costs of the hospital for
the base year two years prior to the rate year exceeded actual costs.

» Per federal requirements, the Commissioner of Health shall
promulgate regulations effective July 1, 2011 that will deny Medicaid
payment for costs incurred for hospital acquired conditions (HACs).
The regulations promulgated by the Commissioner shall incorporate
the listing of Medicaid HACs in the yet to be issued final federal rule.

« The Commissioner of Health shall promulgate regulations to
incorporate quality related measures pertaining to potentially prevent-
able conditions and complications, including, but not limited to,
discases.or complications of care acquired in the hospital and injuries
sustained in the hospital.

« Effective April 1, 2011, hospital inpatient rates of payment for
cesarean deliveries will be limited to the average Medicaid payment
for vaginal deliveries. All cesarean claims will be subject to an appeal
process to determine if the services were medically necessary thus
warranting the higher Medicaid payment.

= Effective April 1, 2011, the Department is proposing to expand
the current Patient Centered Medical Home (PCMH) to more payers
and incorporate several provisions to improve medical care. Two pro-
visions result in a change in the methods by which Medicaid fee-for-
service (FFS) reimburses Medicaid providers who are designated by
the National Committee for Quality Assurance as patient centered
medical homes: 1) testing new models of payment to high-volume
Medicaid primary care medical home practices which incorporate
risk-adjusted global payments with care management and pay-for-
performance, and 2) improving the relationship of FFS Medicaid
members to medical homes by creating medical home payments only
for FFS members who have evidence of ongoing continuity relation-
ship with provider/practice and providing more reliable care manage-



NYS Register/March 30, 2011

Miscellaneous Notices/Hearings

ment payments to those providers which are independent of specific
visit types. These provisions require the following changes to
Medicaid:

- New models of reimbursement to high-volume Medicaid provid-
ers will be tested which may incorporate risk-adjusted global pay-
ments and pay-for-performance. Risk-adjusted payment models will
differentially reimburse providers based on their historical case mix.

Pay-for-performance will provide enhanced reimbursement to provid-

ers who provide high-quality care (such as improved preventative
screenings) and/or reduce unnecessary utilization (such as a reduction
in admissions for ambulatory sensitive conditions) as defined by stan-
dardized measures of performance; and

- Eligible Medicaid fee-for-service recipients, who are currently
receiving care from a certified PCMH provider, as determined by an
attribution methodology developed by the Commissioner of Health,
will be assigned to this PCMH provider. Medicaid FFS will reimburse
PCMH providers a per member per month (PMPM) capitation pay-
ment for FFS recipients attributed to their practices to prowde the nec-
essary care coordination and disease management services.

o Effective April 1, 2011, for inpatient hospital services the com-
missioner may grant approval of temporary adjustments to Medicaid
rates to provide assistance to accommodate additional patient services
requirements resulting from the closure, merger or reconfiguration of
other hospitals in the area. Such rate increases would enable the
surviving hospital to cover costs, including but not limited to ad-
ditional staff, service reconfiguration, transfer of medical residents to
other programs, increased patient volume, and enhancing information
technology (IT) systems.

» The institutional cost report shall no longer be required to be cer-
tified by an independent licensed public accountant effective with cost
reports filed with the Department of Health for cost reporting years
ending on or after December 31, 2010. Effective for the same time
periods, the Department will have authority to audit such cost reports.

Long Term Care Services

« Effective for periods on and after July 1, 2011, Medicaid rates of
payments for inpatient services provided by residential health care fa-
cilities (RHCF), which as of April 1, 2011, operate discrete units for
treatment of residents with Huntington’s disease, and shall be

increased by a rate add-on. The aggregate amount of such rate add-ons .

for the periods July 1, 2011 through December 31, 2011 shall be
$850,000 and for calendar year 2012 and each year thereafter, shall be
$1.7 million. Such amounts shall be allocated to each eligible RHCF
proportionally, based on the number of beds in each facility’s discrete
unit for treatment of Huntington’s disease relative to the total number
of such beds in all such units. Such rate add-ons shall be computed
utilizing reported Medicaid days from certified cost reports as submit-
ted to the Department for the calendar year period two years prior to
the applicable rate year and, further, such rate add-ons shall not be
subject to subsequent adjustment or reconciliation.

= For state fiscal years beginning April 1, 2011, and thereafter,
continues additional payments to non-state government operated pub-
lic residential health care facilities, including public residential health
care facilities located in Nassau, Westchester, and Erie counties, but
excluding public residential health care facilitics operated by a town
or city within a county, in aggregate amounts of up to $300 million.
The amount allocated to each eligible public RHCF will be in accor-
dance with the previously approved methodology. Payments to
eligible RHCF’s may be added to rates of payment or made as aggre-
gate payments.

« Continues, effective for periods on or after April 1, 2011, the total
reimbursable state assessment on each residential health care facﬂlty $
gross receipts received from all patient care services and other operat-
ing income on a cash basis for inpatient or health-related services,
including adult day service, but excluding gross receipts attributable
to payments received pursuant to Title XVIII of the federal Social Se-
curity Act (Medicare), at six percent. The extent to which a facility is
reimbursed for the additional cost of the assessment is dependent upon
Medicaid volume of services.

« Continues, effective April 1, 2011, and thereaﬁer, the provision
that rates of payment for RHCFs shall not reflect trend factor projec-

tions or adjustments for the period April 1, 1996 through March 31,
1997.

« Extends current provisions to services on and after April 1, 2011,
the reimbursable operating cost component for RHCFs rates will be
established with the final 2006 trend factor equal to the final Consumer
Price Index (CPI) for all urban consumers less 0.25%.

« Continues, effective April 1, 2011, and thereafter, long-term care
Medicare maximization initiatives.

« Effective April 1, 2011, for inpatient services provided by resi-
dential health care facilities (RHCFs), the commissioner may grant
approval of temporary adjustments to Medicaid rates to provide assis-
tance to accommodate additional patient services requirements result-
ing from the closure, merger or reconfiguration of other providers in
the area. Such rate increases would enable the surviving RHCF to
cover costs, including but not limited to additional staff, service
reconfiguration, transfer of medical residents to other programs,
increased patient volume, and enhancing information technology (IT)
systems.

« The regional pricing methodology previously approved to be ef-
fective July 1, 2011 for inpatient services provided by residential
health care facilities is repealed and replaced with a Statewide pricing
methodology to be effective July 1, 2011. .

. - The Statewide pricing methodology for the non-capital component
of the rates of payment for inpatient services provided by residential
health care facilities shall utilize allowable operating costs for a base
year, as determined by the Commissioner of Health by regulation, and
shall reflect:

= A direct statewide price component adjusted by a wage equaliza-
tion factor and subject to a Medicaid-only case mix adjustment,

o An indirect statewide price component adjusted by a wage
equalization factor; and

» A facility specific non-comparable component. )

- The non-capital component of the rates for AIDS facilities or
discrete AIDS units within facilities; discrete units for residents
receiving care in a long-term inpatient rehabilitation program for
traumatic brain injured persons; discrete units providing specialized
programs for residents requiring behavioral interventions; discrete
units for long-term ventilator dependent residents; and facilities or
discrete units within facilities that provide extensive nursing, medical,
psychological and counseling support services solely to children shall
be established pursuant to regulations.

The Commissioner of Health may promulgate regulations to imple-
ment the provisions of the methodology and such regulations may
also include, but not be limited to, provisions for rate adjustments or
payment enhancements to facilitate the transition of facilities to the
rate-setting methodology and for facilitating quality improvemcnts in
residential health care facilities.

o Effective April 1, 2011, the capital cost component of Medicaid
rates of payment for services provided by residential health care facil-
ities shall not include any payment factor for return on or return of
equity or for residual reimbursement.

« Effective January 1, 2012, payments for reserved bed days for
temporary hospitalizations, for Medicaid eligible residents aged 21
and older, shall only be made to a residential health care facility if at
least fifty percent of the facility’s residents eligible to participate in a
Medicare managed care plan are enrolled in such a plan. Payments for
thesereserved bed days will be consistent with current methodology.

Non-Institutional Services

» For State fiscal years beginning April 1, 2011 through March 31,
2012, continues hospital outpatient payment adjustments that increase
the operating cost components of rates of payment for hospital
outpatient and emergency departments for public general hospitals
other than those operated by the State of new York or the State
University of New York, which are located in a city with a population
of over one million. The eligibility criteria remain unchanged. The
amount to be paid will be up to $287 million annually. Payments to
eligible public general hospitals may be added to rates of payment or

_made as aggregate payments.

« Effective April 1, 2011, the Office of Mental Health, the Office of
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Alcoholism and Substance Abuse Services, and the Office for People
with Developmental Disabilities will each establish utilization stan-
dards or thresholds for their voluntary-operated clinics. These stan-

dards or thresholds will target excessive utilization and will be either -

patient-specific or provider-specific, at the option of the controlling
State agency. The standards or thresholds will be established based on
normative provider visit volume for the clinic type, as determined by
the controlling State agency. The Commissioner of Health may
promulgate regulations, including emergency regulations, to imple-
ment these standards.

« Effective April 1, 2011, claims submitted by clinics licensed under
Article 28 of New York State Public Health Law will receive an
enhanced Medicaid payment for federally designated family planning
services.

o Effective for the period April 1, 2011 through March 31, 2012
and each state fiscal year thereafter, the Department of Health is au-
thorized to make supplemental payments for services provided by
physicians, nurse practitioners and physician assistants who partici-
pate in a plan for the management of clinical practice at the State
University of New York. Fees for these professional services shall be
increased by an amount equal to the average commercial or Medicare
rate that would otherwise be received for such services rendered by
physicians, nurse practitioners and physician assistants. Such included
payments may be added to such professional fees or made as aggre-
gate lump sum payments made to eligible clinical practice plans.

o Effective for the period April 1, 2011 through March 31, 2012
and each state fiscal year thereafter, the Department of Health is au-
thorized to make supplemental payments for services provided by
physicians, nurse practitioners and physician assistants who are
employed by non-state operated public general hospitals operated by a
public benefit corporation located in a city of more than one million
persons or at a facility of such public benefit corporation as a member
of a practice plan under contract to provide services to patients of such
a public benefit corporation. Fees for these professional services shall
be increased by an amount equal to the average commercial or
‘Medicare rate that would otherwise be received for such services
rendered by physicians, nurse practitioners and physician assistants,
provided, however, that such supplemental fee payments shall not be
available with regard to services provided at facilities participating in
the Medicare Teaching Election Amendment. Such included payments
may be added to such professional fees or made as aggregate lump
sum payments.

« Effective April 1, 2011, hospitals that voluntarily reduce excess
staffed bed capacity in favor of expanding the State’s outpatient,
clinic, and ambulatory surgery services capacity may request and
receive a temporary rate enhancement under the ambulatory patient
groups (APG) methodology.

« Extends current provisions to services on and after April 1, 2011,
the reimbursable operating cost component for general hospital
outpatient rates and adult day health care services provided by RHCFs
rates will be established with the final 2006 trend factor equal to the
final consumer price index (CPTI) for all urban consumers less 0.25%.

« Continues, effective April 1, 2011, and thereafter, certain cost
containment initiatives currently in effect for Medicaid rates of
payments. These are as follows: diagnostic and treatment center and
certified home health agency administrative and general cost reim-
bursement limits; home health care Medicare maximization initia-
tives; hospital outpatient and emergency department reimbursement
reductions attributable to exclusion of 44% of major moveable equip-
ment capital costs; and elimination of staff housing costs.

« The current authority to adjust Medicaid rates of payment for
personal care services, provided in local social services districts which
include a city with a population of over one million persons and
distributed in accordance with memorandums of understanding
entered into between the State and such local districts for purpose of
supporting recruitment and retention of personal care service workers
has been extended for the period April 1, 2011 through March 31,
2014, Payments for the periods April 1, 2011 through March 31, 2012;
April 1, 2012 through March 31, 2013; and April 1, 2013 through
March 31, 2014, shall not exceed, in the aggregate, $340 million for
each applicable period.
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o The current authority to adjust Medicaid rates of payment for
personal care services, provided in local social services districts which
shall not include a city with a population of over one million persons,
for purpose of supporting recruitment and retention of personal care
service workers has been extended for the period April 1, 2011 through
March 31, 2014. Payments for the period April 1, 2011 through March
31, 2012; April 1, 2012 through March 31, 2013; and Apnil 1, 2013
through March 31, 2014, shall not exceed, in the aggregate, $28.5 mil-
lion for each applicable period.

o The current authority to adjust Medicaid rates of payment for cer-
tified home health agencies, AIDS home care programs, and hospice
programs for purposes of supporting recruitment and retention of non-
supervisory health care workers or any worker with direct patient care
responsibility has been extended for the period April 1, 2011 through
March 31, 2014. Payments shall not exceed in the aggregate, $100
million for each of the following periods: April 1,2011 through March
31, 2012; April 1, 2012 through March 31, 2013; and April 1, 2013
through March 31, 2014, and shall be calculated in accordance with
the previously approved methodology. Such adjustments to rates of
payment shall be allocated proportionally based on each certified
home health agency’s, AIDS home care and hospice programs’ home
health aide or other direct care services total annual hours of service
provided to Medicaid patients, as reported in each such agency’s most
recently available cost report as submitted to the Department. Pay-
ments made shall not be subject to subsequent adjustment or
reconciliation.

= Effective April 1, 2011, for the period April 1, 2011 through June
30, 2011, medical assistance rates of payment to residential health
care facilities and diagnostic treatment centers licensed under Article
28 of the Public Health Law for adult day health care services provided
to registrants with acquired immunodeficiency syndrome (AIDS) or
other human immunodeficiency virus (HIV) related illnesses, shall be
increased by an aggregated amount of $1,867,000. Such amount shall
be allocated proportionally among such providers based on the medi-
cal assistance visits reported by each provider in the most recently
available cost reports, submitted to the Department by January 1,
2011. Such adjustments shall be included as adjustments to each
provider’s daily rate of payment for such services and shall not be
subject to subsequent adjustment or reconciliation.

- Effective April 1, 2011, for the period April 1, 2011 through June
30, 2011, rates of payment to residential health care facilities and
diagnostic treatment centers licensed under Article 28 of the Public
Health Law for adult day health care services provided to registrants
with acquired immunodeficiency syndrome (AIDS) or other human
immunodeficiency virus (HIV) related illnesses, shall reflect an adjust-
ment to such rates of payment in an aggregate amount of $236,000,
Such adjustments shall be distributed proportionally as rate add-ons,
based on each eligible provider’s Medicaid visits as reported in such
provider’s most recently available cost report as submitted fo the
Department prior to January 1, 2011, and provided further, such
adjustments shall not be subject to subsequent adjustment or
reconciliation.

» Effective April 1, 2011 through March 31, 2012, Medicaid rates
of payment for services provided by certified home health agencies
(except for such services provided to children under eighteen years of
age and other discrete groups as may be determined by the Commis-
sioner of Health) shall reflect agency ceiling limitations. In the alterna-
tive, and at the discretion of the Commissioner, such ceilings may be
applied fo payments for such services.

- The agency ceilings shall be applied to payments or rates of pay-
ment for certified home health agency services as established by ap-
plicable regulations and shall be based on a blend of:

= an agency’s 2009 average per patient Medicaid claims, weighted
at a percentage as determined by the Commnissioner; and

« the 2009 statewide average per patient Medicaid claims adjusted
by a regional wage index factor and an agency patient case mix index,
weighted at a percentage as determined by the Commissioner.

- An interim payment or rate of payment adjustment effective April
1, 2011 shall be applied to agencies with projected average per patient
Medicaid claims, as determined by the Commissioner, to be over their
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ceilings. Such agencies shall have their payments or rates of payment
reduced to reflect the amount by which such claims exceed their
ceilings.

- The ceiling limitations shall be subject to retroactive reconcilia-
tion and shall be based on a blend of:

» agency’s 2009 average per patient Medicaid claims adjusted by
the percentage of increase or decrease in such agency’s patient case
mix from the 2009 calendar year to the annual period April 1, 2011
through March 31, 2012, weighted at a percentage as determined by
the Commissioner, and

« the 2009 statewide average per patient Medicaid claims adjusted
by a regional wage index factor and the agency’s patient case mix
index for the annual period April 1, 2011 through March 31, 2012,
weighted at a percentage as determined by the Commissioner.

- Such adjusted agency ceiling shall be compared to actual Medicaid
paid claims for the period April 1, 2011 through March 31, 2012. In
those instances when:

» An agency’s actual per patient Medicaid claims are determined to
exceed the agency’s adjusted ceiling, the amount of such excess shall
be due from each such agency to the State and may be recouped by the
Department in a lump sum amount or through reductions in the
Medicaid payments due to the agency.

« An interim payment or rate of payment adjustment was applied to
an agency as described above, and such agency’s actual per patient
Medicaid claims are determined to be less than the agency’s adjusted
ceiling, the amount by which such Medicaid claims are less than the
agency’s adjusted ceiling shall be remitted to each such agency by the
Department in a lump sum amount or through an increase in the
Medicaid payments due to the agency.

- In determining case mix, each patient shall be classified using a
system based on measures which may include, but not be limited to,
clinical and functional measures, as reported on the federal Outcome
and Assessment Information Set (OASIS), as may be amended.

- The Commissioner may require agencies to collect and submit
any data, and may promulgate regulations to implement the agency
ceilings.

- The payments or rate of payment adjustments described above
shall not, as determined by the Commissioner, result in an aggregate
annual decrease in Medicaid payments to providers in excess of $200
million.

« Effective April 1, 2012, Medicaid payments for services provided
by Certified Home Health Agencies (CHHAs), except for such ser-
vices provided to children under 18 years of age and other discrete
groups, as may be determined by the Commissioner of Health, will be
based on episodic payments. '

- To determine such episodic payments, a statewide base price will
be established for each 60-day episode of care and shall be adjusted
by a regional wage index factor and an individual patient case mix
index. Such episodic payments may be further adjusted for low utiliza-
tion cases and to reflect a percentage limitation of the cost for high-
utilization cases that exceed outlier thresholds of such payments.

- To achieve savings comparable to the prior state fiscal year, the
initial 2012 base year episodic payments will be based on 2009
Medicaid paid claims, as determined by the Commissioner. Such base
year adjustments shall be made not less frequently than every three
years. However, base year episodic payments subsequent to 2012 will
be based on a year determined by the Commissioner that will be
subsequent to 2009. Such base year adjustments shall be made not less
frequently than every three years.

- In determining case mix, each patient shall be classified using a
system based on measures which may include, but not be limited to,
clinical and functional measures as reported on the federal Outcome
and Assessment [Information Set (OASIS).

- The Commissioner may require agencies to collect and submit
any data determined to be necessary.

o Effective April 1, 2011, Medicaid rates for services provided by
certified home health agencies, or by an AIDS home care program
shall not reflect a separate payment for home care nursing services

provided to patients diagnosed with Acquired Immune Deficiency
Syndrome (AIDS).

o Effective for the period October 1, 2011 through September 30,
2013, pursuant to Section 2703 of the Patient Protection and Afford-
able Care Act, payments will be made to Managed Long Term Care
Plans that have been designated as Health Home providers serving
individuals with chronic conditions to cover comprehensive care
management, care coordination and health promotion, comprehensive
transitional care, patient and family support, referral to community
and social support services and the use of health information technol-
ogy to link services.

» Effective April 1, 2011, the Department is proposing to expand
the current Patient Centered Medical Home (PCMH) to more payers
and incorporate several provisions to improve medical care. Two pro-
visions result in a change in the methods by which Medicaid fee-for-
service (FFS) reimburses Medicaid providers who are designated by
the National Committee for Quality Assurance as patient centered
medical homes: 1) testing new models of payment to high-volume
Medicaid primary care medical home practices which incorporate
risk-adjusted global payments with care management and pay-for-
performance, and 2) improving the relationship of FFS Medicaid
members to medical homes by creating medical home payments only
for FFS members who have evidence of ongoing continuity relation-
ship with provider/practice and providing more reliable care manage-
ment payments to those providers which are independent of specific
visit types. These provisions require the following changes to
Medicaid.

- New models of reimbursement to high-volume Medicaid provid-
ers will be tested which may incorporate risk-adjusted global pay-
ments and pay-for-performance. Risk-adjusted payment models will
differentially reimburse providers based on their historical case mix.
Pay-for-performance will provide enhanced reimbursement to provid-
ers who provide high-quality care (such as improved preventative
screenings) and/or reduce unnecessary utilization (such as a reduction
in admissions for ambulatory sensitive conditions) as defined by stan-
dardized measures of performance; and

- Eligible Medicaid fee-for-service recipients, who are currently
receiving care from a certified PCMH provider, as determined by an
attribution methodology developed by the Commissioner of Health,

" will be assigned to this PCMH provider. Medicaid FFS will reimburse

PCMH providers a per member per month (PMPM) capitation pay-
ment for FFS recipients attributed to their practices to provide the nec-
essary care coordination and disease management services.

» Effective October 1, 2011, the Department of Health will update
rates paid for Medicaid coverage for preschool and school supportive
health services (SSHS). SSHS are provided to Medicaid-eligible
students with disabilities in school districts, counties, and State sup-
ported § 4201 schools. Payment will be based on a certified public ex-

* penditure reimbursement methodology, based on a statistically valid

cost study for all school supportive health services and transportation.
SSHS are authorized under § 1903(c) of the Social Security Act and
include: physical therapy, occupational therapy, speech therapy,
psychological evaluations, psychological counseling, skilled nursing
services, medical evaluations, medical specialist evaluations, audio-
logical evaluations, and special transportation services.

« Effective April 1, 2011, the Medicaid program is authorized to es-
tablish Behavioral Health Organizations (BHOs) to manage behavioral
health services. BHOs will be authorized to manage mental health and
substance abuse services not currently included in the managed care
benefit for Medicaid enrollees in managed care and to facilitate the
integration of such services with other health services. The BHOs will
also be authorized to manage all mental health and substance abuse
services for Medicaid enrollees not in managed care. Behavioral health
management will be provided through a streamlined procurement pro-
cess resulting in contracts with regional behavioral health organiza-
tions that will have responsibility for authorizing appropriate care and
services based on criteria established by the Offices of Mental Health
{OMH) and Alcohol and Substance Abuse Services (OASAS). OMH
and OASAS will also be authorized, by April 1, 2013 to jointly desig-
nate on a regional basis, a limited number of special needs plans and/or
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integrated physical and behavioral health provider systems capable of
managing the physical and behavioral health needs of Medicaid
enrollees with significant behavioral health needs.

o Effective October 1, 2011, Medicaid will expand coverage of
smoking cessation counselmg services so that it is available to all
Medicaid enrollees. Reimbursement for these services will be avail-
able to office based providers, hospital outpatient departments and
free-standing diagnostic and treatrent centers.

« Effective October 1, 2011 the Department of Health is proposing
a change in co-payment pollcy for Medicaid recipients as permitted in
the federal regulations on cost sharing, 42 CFR 447.50 through 447.62.
Under this proposal the current copayments will be increased and
some services previously exempt from co-payments will be subject to
co-payments. The chart below summarizes the current and proposed
co-payment structure.

MEDICAID CO-PAYMENTS CURRENT AND PROPOSED

SERVICE OR ITEM CURRENT PROPOSED
AMOUNT AMOUNT
Clinic Visits $3.00 $3.40
Brand Name Prescription $3.00 $3.40
Generic Drug Prescription, and $1.00 $1.15
Preferred Brand Name Prescription '
Drugs
Over-the-counter Medications 50.50 $0.60
Lab Tests $0.50 $0.60
X-Rays $1.00 $1.15
Medical Supplies $1.00 §1.15
Ovemight Hospital Stays $25.00 $30.00
on the last day
Emergency Room (for non- $3.00 _ 56.40
emergency room services)
Additional Services Proposed for
Copay
Eye Glasses $0.00 $1.15
Eye Exams $0.00 $1.15
Dental Services $0.00 $3.40
Audiologist $0.00 $2.30
Physician Services $0.00 $3.40
Nurse Practitioner $0.00 $2.30
Occupational Therapist $0.00 $2.30
Physical Therapist $0.00 $3.40
Speech Pathologist $0.00 $3.40
Annual (SFY) Maximum Limit $200.00 $300.00

- Other provisions on co-payments as stated in the § 360-7.12 of
New York State Social Services Law remain unchanged. The provid-
ers of such services may charge recipients the co-payments. However,
providers may not deny services to recipients because of their inability
to pay the co-payments.

- The following recipients are exempt from co-payments:
« Recipients younger than 21 years of age;
« Recipients who are pregnant;

« Residents of an adult care facility licensed by the New York State
Department of Health (for pharmacy services only)

« Residents of a nursing home;

» Residents of an Intermediate Care Facility for the Developmen-
tally Disabled (ICF/DD);

» Residents of an Office of Mental Health (OMH) or Office of
People with Developmental Disabilities (OPWDD) certified Com-
munity Residence;

« Enrollees in a Comprehensive Medicaid Case Management
(CMCM) or Service Coordination Program;
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 Enrollees in an OMH or OMRDD Home and Community Based
Services (HCBS) Waiver Program; and

= Enrollees in a Department of Health HCBS Waiver Program for
Persons with Traumatic Brain Injury (TBI).

- The following services are exempt from co-payments:
« Emergency services;

o Family Planning;

« Drugs to treat mental illness; and

« Services provided through managed care plans.

« Physical therapy, occupational therapy, and speech-language
pathology are federal optional Medicaid services. New York State
Medicaid presently covers these rehabilitation services with no limits.

- In order to eliminate delivery of excessive and/or unnecessary ser-

vices, effective October 1, 2011, the New York State Medicaid
Program is establishing utilization limits for the provision of these re-
habilitation services. Enrollees will be permitted to receive up to a
maximum of 20 visits in a 12 month period each for physical therapy,
occupational therapy, and speech-language pathology. The utilization
limits will apply to services provided by practitioners in private
practice settings as well as for services provided in Article 28 certified
hospital outpatient departments and diagnostic and treatment centers
(free-standing clinics). The service limits will not apply to services
provided in hospital inpatient settings, skilled nursing facilities, or in
facilities operated by the Office of Mental Health or the Office of
Persons with Developmental Disabilities. Additionally, the utilization
limits will not apply for services provided to Medicaid enrollees less
than 21 years of age enrollees who are developmentally disabled or to
enrollees with specified chronic medical/physical conditions.

 Federal rules allow states the option of reducing coinsurance
amounts at their discretion. Effective October 1, 2011, the Department
of Health will change the cost-sharing basis for Medicare Part B
payments., Currently, New York State Medicaid reimburses practitio-
ners the full or partial Medicare Part B coinsurance amount for
enrollees who have both Medicare and Medicaid coverage (the dually-
eligible). Medicaid reimburses the Medicare Part B coinsurance,
regardless of whether or not the service is covered by Medicaid. Upon
federal approval of the proposed state plan change, Medicaid will no
longer reimburse practitioners for the Medicare Part B coinsurance for
those services that are not covered for a Medicaid-only enrollee.
Medicaid presently reimburses Article 28 certified clinics (hospital
outpatient departments and diagnostic and treatment centers) the full
Medicare Part B coinsurance amount. The full coinsurance is paid by
Medicaid, even if the total Medicare and Medicaid payment to the
provider exceeds the amount that Medicaid would have paid if the
enrollee did not have both Medicare and Medicaid coverage. Under
the new reimbursement policy, Medicaid will provide payment for the

‘Medicare Part B coinsurance amount, but the total Medicare/Medicaid

payment to the provider will not exceed the amount that the provider
would have received if the patient had Medicaid-only coverage.
Therefore, if the Medicare payment exceeds what Medicaid would
have paid for the service, no coinsurance will be paid by Medicaid.
Practitioners and clinics will be required to accept the total Medicare
and Medicaid payment (if any) as full payment for services. They will
be prohibited from billing the Medicaid recipient.

« Effective October 1, 2011, the Department of Health, in collabora-
tion with the Office of Mental Health, the Office of Alcohol and
Substance Abuse Services, and the Office for People with Develop-
mental Disabilities, will be authorized to begin Medicaid coverage for
health home services to high cost, high need enrollees. Health home
services include comprehensive care coordination for medical and
behavioral health services, health promotion, transitional care, includ-
ing appropriate follow-up from inpatient to other settings, patient and
family support, referral to community and social support services, and
use of health information technology to link services.

- High risk patients will be assigned to provider networks meeting
state and federal health home standards (on a mandatory or opt out
basis) for the provision of health home services.

- These services will range from lower intensity patient tracking to
higher intensity care/service management depending on patient needs,
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The provision of coordinated, integrated physical and behavioral
health services will be critical components of the health home
program. Strong linkages to community resources will be a health
home requirement. Use of peer supports will be explored to help
enrollees in the community cope with their medical and behavioral
health conditions. The Managed Addiction Treatment Program
(MATS), which manages access to treatment for high cost, chemically
dependent Medicaid enrollees, will be expanded. Health home pay-
ment will be based on a variety of reimbursement methodologics
including care coordination fees, partial and shared risk. The focus of
the program will be reducing avoidable hospitalizations, institutional-
izations, ER visits, and improving health outcomes.

- Payment methodologies for health home services shall be based
on factors including, but not limited to, complexity of conditions
providers will be managing, the anticipated amount of patient contact
needed to manage such conditions, and the health care cost savings re-
alized by provision of health home services.

- The Commissioner of Health is authorized to pay additional
amounts to providers of health home services that meet process or
outcomes standards specified by the Commissioner.

- Through a collaborative effort, the Department of Health, with the
Office of Mental Health, Office of Alcohol and Substance Abuse Ser-
vices, and the Office for People with Developmental Disabilities, will
streamline existing program requirements that create barriers to co-
locating medical and behavioral health services in licensed facilities
to support improved coordination and integration of care.

« Effective for dates of service on and after April 1, 2011, coverage
for prescription footwear and footwear inserts and components for
adults age 21 and over will be limited to diabetic footwear or when the
footwear is attached to a lower limb orthotic brace. This will reduce
overutilization of footwear. Effective for dates of service on and after
May 1, 2011, the DOH will establish maximum fees for prescription
footwear, inserts and components. The fees will be based on an aver-

-age of industry costs of generically equivalent products.

o Effective for dates of service on and after April 1, 2011, coverage
of enteral formula for adults age 21 and over will be limited to formula
administered by feeding tube or formula for treatment of an inborn
metabolic disease. This will preserve coverage for medical need and
eliminate coverage of orally consumed formulas for adults who can
obtain nutrients through other means. :

» Effective for dates of service on and after April 1, 2011, coverage
of compression and support stockings will be limited to treatment of
open wounds or for use as a pregnancy support. Coverage of stockings
will not be available for comfort or convenience.

» Effective on and after July 1, 2011, the Department will choose
selected transportation providers to deliver all necessary transporta-
tion of Medicaid enrollees to and from dialysis, at a per trip fee ar-
rived through a competitive bid process. The Department will choose
one or more transportation providers in a defined community to deliver
necessary transportation of Medicaid enrollees to and from dialysis
treatment. The enrollee’s freedom to choose a transportation provider
will be restricted to the selected provider(s) in the community.
Medicaid enrollee access to necessary transportation to dialysis treat-
ment will not be impacted by this change.

Prescription Drugs

« Effective April 1, 2011, the following is proposed:

- For sole or multi-source brand name drugs the Estimated Acquisi-
tion Cost (EAC) is defined as Average Wholesale Price (AWP) minus
seventeen (17) percent and the Average Acquisition Cost (AAC) will
be incorporated into the prescription drug reimbursement methodol-
ogy:

- The dispensing fees paid for generic drugs will be $3.50; and

- Specialized HIV pharmacy reimbursement rates will be discontin-
ued and a pharmacy previously designated as a specialized HIV
pharmacy will receive the same reimbursement as all other
pharmacies.

The estimated annual net aggregate decrease in gross Medicaid
expenditures attributable to reform and other iitiatives contained in
the budget for state fiscal year 2011/2012 is $223 million; and the

estimated annual net aggregate increase in gross Medicaid expendi-
tures attributable to an extension of pertinent disproportionate share
(DSH) and upper payment limit (UPL) payments for state fiscal year
2011/2012 is $1.9 billion.

Copies of the proposed state plan amendments will be on file in
each local (county) social services district and available for public
Teview.

For the New York City district, copies will be available at the fol-
lowing places:

New York County
250 Church Street
New York, New York 10018

Queens County, Queens Center
3220 Northern Boulevard
Long Island City, New York 11101

Kings County, Fulton Center
114 Willoughby Street
Brooklyn, New York 11201

Bronx County, Tremont Center
1916 Monterey Avenue
Bronx, New York 10457

Richmond County, Richmond Center
95 Central Avenue, St. George
Staten Island, New York 10301

The public is invited to review and comment on this proposed state
plan amendment.

For further information and to review and comment, please contact:
Department of Health, Bureau of HCRA Operations & Financial Anal-
ysis, Corning Tower Bldg., Rm. 984, Empire State Plaza, Albany, NY
12237, (518) 474-1673, (518) 473-8825 (FAX), e-mail:
spa__inquires@health.state.ny.us

SALE OF
FOREST PRODUCTS

Chenango Reforestation Area No, 1
Contract No. X008135

Pursuant to Section 9-0505 of the Environmental Conservation
Law, the Department of Environmental Conservation hereby gives
Public Notice for the following: :

Sealed bids for 21 tons more or less red pine, 32.6 MBF more or
less white ash, 23.6 MBF more or less black cherry, 15.2 MBF more
or less red maple, 10.0 MBF more or less sugar maple, 0.3 MBF more
or less yellow birch, 0.5 MBF more or less basswood, 0.1 MBF more
or less aspen, 233 cords more or less firewood, located on Chenango
Reforestation Area No. 1, Stands C-27, D-25 and D-28, will be ac-
cepted at the Department of Environmental Conservation, Contract
Unit, 625 Broadway, 10th FL, Albany, NY 12233-5027 until 11:00
a.m. on Thursday, April 7, 2011.

For further information, contact: Robert Slavicek, Supervising For-
ester, Department of Environmental Conservation, Division of Lands
and Forests, Region 7, 2715 State Hwy. 80, Sherburne, NY 13460-
4507, (607) 674-4036

SALE OF
FOREST PRODUCTS
Lewis Reforestation Area No. 20
Contract No. X008125

Pursuant to Section 9-0505 of the Environmental Conservation
Law, the Department of Environmental Conservation hereby gives
Public Notice of the following:
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Sealed bids for hard maple ST - 134.6 MBF more or less, black
cherry ST - 29.5 MBF more or less, white ash ST - 30.9 MBF more or
less, red maple ST - 7.7 MBF more or less, yellow birch ST - 5.8 MBF
more or less, basswood ST - 6.9 MBF more or less, red oak ST - 2.5

MBF more or less, hemlock - 0.8 MBF more or less, pine pulp - 13-

cords more or less, firewood - 626.6 cords more or less, located on
Lewis Reforestation Area No. 20, Stands A-7, 8, 15, 17 & 21, will be
accepted at the Department of Environmental Conservation, Contract
Unit, 625 Broadway, 10th Fl., Albany, NY 12233-5027 until 11:00
a.m., Thursday, April 7, 2011.

For further information, contact: Andrea Mercurio, Senior For-
ester, Department of Environmental Conservation, Division of Lands
and Forests, Region 6, 7327 State Rte. 812, Lowville, NY 13367,
(315) 376-3521
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NON-INSTITUTIONAL SERVICES
State Plan Amendment #11-72

CMS Stan ndin esti

The following questions are being asked and should be answered in relation to all
payments made to all providers reimbursed pursuant to a methodology described in
Attachment 4.19-B of this SPA. For SPAs that provide for changes to payments for clinic
or outpatient hospital services or for enhanced or supplemental payments to physician
or other practitioners, the questions must be answered for all payments made under the
state plan for such service.

1. Section 1903(a)(1) provides that Federal matching funds are only
available for expenditures made by States for services under the
approved State plan. Do providers receive and retain the total
Medicaid expenditures claimed by the State (includes normal per diem,
supplemental, enhanced payments, other) or is any portion of the
payments returned to the State, local governmental entity, or any
other intermediary organization? If providers are required to return
any portion of payments, please provide a full description of the
repayment process. Include in your response a full description of the
methodology for the return of any of the payments, a complete listing
of providers that return a portion of their payments, the amount or
percentage of payments that are returned and the disposition and use
of the funds once they are returned to the State (i.e., general fund,
medical services account, etc.).

Response: Providers do retain the payments made pursuant to this
amendment. However, this requirement in no way prohibits the public provider,
including county providers, from reimbursing the sponsoring local government for
appropriate expenses incurred by the local government on behalf of the public
provider. The State does not regulate the financial relationships that exist
between public health care providers and their sponsoring governments, which
are extremely varied and complex. Local governments may provide direct and/or
indirect monetary subsidies to their public providers to cover on-going
unreimbursed operational expenses and assure achievement of their mission as
primary safety net providers. Examples of appropriate expenses may include
payments to the local government which include reimbursement for debt service
paid on a provider's behalf, reimbursement for Medicare Part B premiums paid
for a provider's retirees, reimbursement for contractually required health benefit
fund payments made on a provider's behalf, and payment for overhead expenses
as allocated per federal Office of Management and Budget Circular A-87
regarding Cost Principles for State, Local, and Indian Tribal Governments. The
existence of such transfers should in no way negate the legitimacy of these
facilities' Medicaid payments or result in reduced Medicaid federal financial
participation for the State. This position was further supported by CMS in review
and approval of SPA 07-07C when an on-site audit of these transactions for New
York City's Health and Hospitals Corporation was completed with satisfactory
results.



2. Section 1902(a)(2) provides that the lack of adequate funds from local
sources will not result in lowering the amount, duration, scope, or
quality of care and services available under the plan. Please describe
how the state share of each type of Medicaid payment (normal per
diem, supplemental, enhanced, other) is funded. Please describe
whether the state share is from appropriations from the legislature to
the Medicaid agency, through intergovernmental transfer agreements
(IGTs), certified public expenditures (CPEs), provider taxes, or any
other mechanism used by the state to provide state share. Note that, if
the appropriation is not to the Medicaid agency, the source of the state
share would necessarily be derived through either through an IGT or
CPE. In this case, please identify the agency to which the funds are
appropriated. Please provide an estimate of total expenditure and
State share amounts for each type of Medicaid payment. If any of the
non-federal share is being provided using IGTs or CPEs, please fully
describe the matching arrangement including when the state agency
receives the transferred amounts from the local governmental entity
transferring the funds. If CPEs are used, please describe the
methodology used by the state to verify that the total expenditures
being certified are eligible for Federal matching funds in accordance
with 42 CFR 433.51(b). For any payment funded by CPEs or IGTs,
please provide the following:

(i) a complete list of the names of entities transferring or
certifying funds;

(ii) the operational nature of the entity (state, county, city,
other);

(iii) the total amounts transferred or certified by each entity;
(iv) clarify whether the certifying or transferring entity has
general taxing authority: and,

(v) whether the certifying or transferring entity received
appropriations (identify level of appropriations).

Response: Payments made to service providers under the provisions of
this SPA are funded through a general appropriation received by the State
agency that oversees medical assistance (Medicaid), which is the
Department of Health. The source of the appropriation is the Local
Assistance Account under the General Fund/Aid to Localities.

3. Section 1902(a)(30) requires that payments for services be consistent
with efficiency, economy, and quality of care. Section 1903(a)(1)
provides for Federal financial participation to States for expenditures
for services under an approved State plan. If supplemental or
enhanced payments are made, please provide the total amount for
each type of supplemental or enhanced payment made to each
provider type.

Response: The payments referenced in this provision are not
supplemental or enhanced payments.



4. For clinic or outpatient hospital services please provide a detailed
description of the methodology used by the state to estimate the upper
payment limit (UPL) for each class of providers (State owned or
operated, non-state government owned or operated, and privately
owned or operated). Please provide a current (i.e., applicable to the
current rate year) UPL demonstration.

Response: Based on guidance from CMS, the State and CMS staff will
engage in discussions to develop a strategic plan to complete the hospital
based outpatient and freestanding clinic UPL demonstrations for 2011.

5. Does any governmental provider receive payments that in the
- aggregate (normal per diem, supplemental, enhanced, other) exceed
their reasonable costs of providing services? If payments exceed the
cost of services, do you recoup the excess and return the Federal share
of the excess to CMS on the quarterly expenditure report?

Response: The rate methodology included in the State Plan for all
services are either based on fee schedules, a cost-based subject to
ceilings, or based upon the Ambulatory Patient Group (APG) system. We
are unaware of any requirement under current federal law or regulation
that limits individual providers’ payments to their actual costs.
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NON-INSTITUTIONAL SERVICES
State Plan Amendment #11-72

CMS Standard Access Questions

The following questions have been asked by CMS and are answered by the
State in relation to all payments made to all providers under Attachment
4.19-B of the state plan.

1. Specifically, how did the State determine that the Medicaid provider
payments that will result from the change in this amendment are
sufficient to comply with the requirements of 1902(a)(30)?

Response: This amendment seeks to make a 2 percent reduction to most
Medicaid payments on and after April 1, 2011 through March 31, 2013. A
reduction of this size annualizes to approximately $376 million, against the
State's nearly $18.8 billion in total non-institutional Medicaid expenditures
(based on projected 2010 expenditures). It is unlikely that this reduction will
affect the State's compliance with the requirements of 1902(a)(30) given the
fact that the reduction is a proportionately small amount, the impact of which
is spread among many providers thus further reducing the impact for any
individual provider.

2. How does the State intend to monitor the impact of the new rates and
implement a remedy should rates be insufficient to guarantee required
access levels?

Response: The State has various ways to ensure that access levels in the
Medicaid program are retained and is currently not aware of any access
issues. First, institutional providers (i.e., hospitals, clinics, and nursing
homes), must notify and request approval from the Department’s Office of
Health Systems Management to discontinue services. This Department will
monitor these requests and will take it into consideration as they
approve/deny changes in services. In addition, these providers cannot
discriminate based on source of payment and there is excess bed capacity for
hospitals and nursing homes.

Second, for providers that are not subject to a notification, the State will
continually monitor provider complaint hotlines to identify geographic areas of
concern and/or service types. If Medicaid beneficiaries begin to encounter
access issues, the Department would expect to see a marked increase in
complaints. These complaints will be identified and analyzed in light of the
changes proposed in this State Plan Amendment.



Finally, the State ensures that there is sufficient provider capacity for
Medicaid Managed Care plans as part of its process to approve managed
care rates and plans. Should sufficient access to services be compromised,
the State would be alerted and would take appropriate action to retain such
access to services.

Regardless of rate reductions, the Department routinely utilizes several data
sources to monitor access levels for Medicaid eligible individuals and there by
rapidly evaluates and responds to any potential downward trends in access.
These include the following:

= Monitoring the number and types of service discontinuation requests
through its Certificate of Need (CON) process, which enables identification
of any regional or aggregate variances from prior periods.

= Monitoring the number and types of contacts received through the
complaint hotlines overseen by the Office of Health Systems
Management, which enables identification of any regional or aggregate
variances from prior periods.

= Monitoring utilization per beneficiary and per provider via monthly MARS
reports, which enables identification of any regional or aggregate
variances from prior periods.

In addition, from a proactive stance, the Department continues to:

= Provide financial support to Medicaid Transition Hospitals to assist with
implementation of their strategic plans.

= Support restructuring of the acute care industry through abundant funding
of the NYS Healthcare Efficiency and Affordability Law (HEAL-NY) and the
Federal-State Health Reform Partnership (FSHRP) programs. Specifically,
funding supports the restructuring and rightsizing of inpatient capacity with
investments in IT and in treatment settings most appropriate to care,
including increases to ambulatory and primary care capacity.

= Support industry efforts to become more efficient and effective in serving
populations, including reducing lengths of stay and preventable
readmissions, as well as developing regional health care delivery
arrangements.

= Use bed need methodology models to evaluate and respond to requests
for new beds and for bed closures.

. How were providers, advocates and beneficiaries engaged in the
discussion around rate modifications? What were their concerns and
how did the State address these concerns?

Response: This particular initiative was the result of a proposal endorsed by
the Medicaid Redesign Task Force. The task force was set up by the
Governor to find ways to reduce costs and increase quality and efficiency in



the Medicaid program. Ideas were gathered from the public at large, as well
as experts in health care delivery and insurance, the health care workforce,
economics, business, consumer rights and other relevant areas.

4. What action(s) does the State plan to implement after the rate change
takes place to counter any decrease to access if the rate decrease is
found to prevent sufficient access to care?

Response: The impact of the reduction will be monitored. The current
statute requires that 30 days prior to the conclusion of each State Fiscal Year
the Department must transmit a report that details the impact of the reduction.
Furthermore, should any essential community provider experience issues that
would prevent access to needed community services, the State would (per its
usual practice) meet with the affected provider/group to explore the situation
and discuss possible solutions, if necessary.

5. Is the State modifying anything else in the State Plan which will
counterbalance any impact on access that may be caused by the
decrease in rates (e.g. increasing scope of services that other provider
types may provide or providing care in other settings)?

Response: Over the course of the past three years, the State has
undertaken a massive reform initiative that aligns reimbursement with care
and, when fully implemented in 2010-11, will invest over $600 million in its
ambulatory care system (outpatient, ambulatory surgery, emergency
department, clinic and physicians) to incentivize such care in the appropriate
sector. The State has also increased the fee schedule used to pay
physicians. This increase was meant to ensure access to Medicaid
beneficiaries as well as make the State’s reimbursement more in line with
what Medicare pays for similar services. Further, the State is in the process
of implementing and awarding $600 million annually, over five years, monies
to providers to promote efficiency and quality care through the Federal-State
Health Reform Partnership(F-SHRP)/ NYS Healthcare Efficiency and
Affordability Law (HEAL). While some of these initiatives are outside of the
State Plan, they are some of the measures the State is taking to ensure
quality care to the State’s most vulnerable population.

CMS ARRA Questions

1. Provide an explanation of a) the impact on the local government share
of expenditures and b) provide assurancel/justification that the payment
reductions and impact on the local shares are in compliance with the
ARRA provisions.



Response:

a)

b)

New York State’s payment process is comprised of two main payment
methods, i.e. claims processed through its Medicaid Management
Information System through its fiscal agent and manual transactions
initiated by the Department of Health and processed through an off-line
method involving payment through the Office of the State Comptroller. In
both instances, the Department of Health provides funding instructions to
ensure appropriate use of federal, state or local funds. Through these
funding instructions and subsequent accounting transactions, the
Department will ensure that payment reductions authorized by Chapter
313 of the Laws of 2010 are charged to appropriate funding sources at the
reduced amounts. Only the state share, attributable to the payment
reduction amount, will be transferred into the Contingency Fund.

Since its inception in 1966, New York State has required localities to
contribute to the costs of the Medicaid program. These local amounts
were determined based on a percentage of the non-federal share, typically
25 percent. Subsequently, New York enacted various statutory provisions
which further reduced the local share for selected categories of service
either by reducing local share percentage of Medicaid costs or eliminating
the local share in its entirety.

In January 2006, the cost sharing method with local political subdivisions
was significantly revised through the implementation of Chapter 58 of the
Laws of 2005. The strictly percentage-based cost sharing method was
changed to an annual county specific cap which, on a state fiscal year
basis, is annually updated by a non-compounded, statutorily prescribed
trend factor.

The enactment of Chapter 58 has had the effect of reducing the local
share of Medicaid expenditures. This eliminated the prior open-ended,
percentage based local share with an annual fixed amount. The actual
local share of expenditures can now only be calculated after the
completion of the fiscal year. Implementation of the law requires localities
pay weekly cap amounts to the State for their portion of Medicaid program
and administrative expenditures.

Since the advent of the enhanced Federal Medical Assistance Percentage
(FMAP), provided through the American Recovery and Reinvestment Act
(ARRA), the State has reduced each county’s local cap to share the
economic benefit provided by Congress. This benefit is accomplished in
two ways. The first was the provision of a reduced annual cap amount
with a corresponding adjustment to the weekly payments to reflect 80
percent of the estimated local FMAP benefit. The second involves the
completion of an annual reconciliation of local shares required by Chapter



58. This reconciliation ensures that localities do not pay more under the

cap than they would have paid under the prior legacy shares funding
methodology.

To ensure compliance with the provisions of ARRA Section 5001(g) (2),
the reconciliation process was expanded by a calculation that determines
each county’s local percentage of the non-federal share. A comparison is
made to ensure that the local percentage of the non-federal share is no
greater after the receipt of the increased FMAP than before the increase.
If the reconciliation determines that a locality paid a greater percentage,
the State reimburses the locality the amount necessary to adjust its
percentage to comply with the ARRA provision. [f the reconciliation finds
that a locality paid a lesser percentage, no changes are required.

The local expenditures used for the reconciliation process for SFY 2010-
11 will reflect the reduced amounts actually paid to providers authorized
by the State FMAP Contingency statute. The reconciliation process with
the shares comparison component will continue to be used to ensure
compliance with ARRA.

This revised process was used for the reconciliation of SFY 2008-09
expenditures, the first fiscal year that included the enhanced FMAP. The
Department of Health and Human Services’ Office of Inspector General
recently completed an audit of the reconciliation specifically directed at the
ARRA provision regarding local shares (Report # A-02-09-01029, “Review
of New York State’s Compliance with the Political Subdivision
Requirement for the Increased Federal Medical Assistance Percentage
Under the American Recovery and Reinvestment Act of 2009”). This
review found that the State’s process was in compliance with this
provision.

New York State will continue to use the two processes described,
incorporating the results of the State FMAP Contingency Fund process, to
provide the benefits of the FMAP increase to localities and to comply with
ARRA requirements.

2. The Social Security Act at Section 1902(a) (73) requires that any State in
which one or more Indian Health Programs or Urban Indian
Organizations furnishes health care services, provide for a process
under which the State seeks advice on a regular, ongoing basis on
Medicaid matters.

Please confirm that none of the entities mentioned above receive
Medicaid payments as a provider of non-institutional services in New
York.



Response: Indian Health Programs and Urban Indian Organizations are
exempted from the across the board reduction as specified in this State Plan
Amendment.
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