COUNTY OF LOS ANGELES DEPARTMENT OF MENTAL HEALTH 

CONTRACT NEGOTIATION PACKAGE 

PART III – BUDGET SECTION

INSTRUCTIONS:  SCHEDULE 6-A WORK SHEET FOR CALCULATING PROVISIONAL RATES AT LEGAL ENTITY LEVEL

Form: LACDMH 6010 (3/2006)

SCHEDULE 6-A IS A SUBSIDIARY WORK SHEET TO BE USED IF NECESSARY TO DEVELOP THE PROVISIONAL REIMBURSEMENT RATES THAT ARE REQUIRED TO BE REPORTED IN SCHEDULE 6. 

Heading Instructions:

· Enter the Legal Entity Name.

· Enter the Legal Entity Number that is assigned by the County/State.
· Enter the applicable County Fiscal Year.
General Instructions:

Contractor is to enter certain information that is necessary for calculating reimbursement rates.  

· This information includes the Legal Entity's Total Gross Program Cost for each CPT/HCPCS/Service Function Code Range.  The Total Gross Program Cost is not to be reduced by the client and third party revenues received from or on behalf of the client for the rendered services.  
· Please refer to the State and DMH's Short-Doyle Medi-Cal (SD/MC) Cost Report forms for a complete and detailed set of work papers that the Legal Entity may want to utilize to more accurately allocate costs to service functions and to estimate the actual cost for each service function.  
· The SD/MC Cost Report forms also support a contractor’s business plan concerning the CPT/HCPCS/Service Function Codes to be rendered to EPSDT Medi-Cal beneficiaries, non-EPSDT Medi-Cal beneficiaries, dual Medicare/Medi-Cal crossover beneficiaries and Healthy Families beneficiaries.  
· The SD/MC Cost Report forms that are recommended to the contractor for optional use in preparing their Negotiation Package are LAC 101; LAC 103; MH 1901 Sch. A; MH 1901 Sch. B; MH 1901 C; and MH 1979.  There are other cost report forms available; however, they are not required for negotiation package purposes. 
· However, the use of the SD/MC Cost Report forms for purposes of the Negotiation Package is optional.  
Line Item Instructions:  
Line 1.  Enter either CR (Cost Reimbursement) or NR (Negotiated Rate) reimbursement methodology in column 3 and subsequent columns as appropriate.  
· Cost Reimbursement allows reimbursement of actual allowable and eligible costs subject to any State, federal or County contractual limitations.  
· Negotiated Rate reimbursement allows reimbursement at a State approved Negotiated Rate as authorized by the California Welfare & Institutions Code, Division 4, Part 2, Chapter 3, §5705.

Line 2.  Enter the applicable Mode of Service/Service Function Code (SFC) Range.  See Schedule 6, column 5 for the available Mode of Service and Service Function Code Range descriptions and code identifiers.  The SFC range should be entered and not the single SFC number that is within the applicable SFC Range.
Line 3.  Enter the Legal Entity Gross Direct and Indirect Costs from Schedule 1, line 14, column 2.  
· The County of Los Angeles Department of Mental Health (LACDMH) recommends that the Legal Entity organization follow SD/MC cost allocation principles and requirements when calculating the total costs for each CPT/HCPCS/Service Function Code Range in arriving at the cost of the billable service/activity units that will be claimed to LACDMH for reimbursement.  LACDMH payment of such claims is subject to the Terms and Condition of the Legal Entity Agreement.
Line 4.  Enter the projected units of service/activity that will be rendered for each CPT/HCPCS/Service Function Code Range under the Terms and Conditions of the Legal Entity Agreement.
Line 5.  Divide line 3 by line 4 for each respective column.  Note that a formula has been entered into the work sheet and this step will calculate automatically.  
· The rate shown for each CPT/HCPCS/Service Function Code Range will be the estimated actual cost of each respective CPT/HCPCS/Service Function Code Range.  The provisional rate(s) under the actual Cost Contract Reimbursement type will be the lowest of the rate(s) shown on line 5, 7, or 8.
Line 6.  Enter the proposed or actual State approved Negotiated Rate for each CPT/HCPCS/Service Function Code Range.  The provisional reimbursement rate(s) under the Negotiated Rate Contract Reimbursement 
methodology will be the lowest of the rate(s) approved by the State or the State Maximum Allowance (SMA) or the service provider’s published charges.   

Line 7.  Enter the applicable Statewide Maximum Allowance (SMA) rate amount for each respective CPT/HCPCS/Service Function Code Range.  
· The SMA rates are published annually by the State of California Department of Mental Health.  The SMAs for a particular fiscal year may not be known at the time of contract negotiations between the DMH and the service provider.  Accordingly, the contractor's reimbursement rates could be subsequently reduced to the SMA if they are provisionally set at a rate(s) higher than the subsequently State established SMA. 
Line 8.  Enter the service provider’s Published Charges for each CPT/HCPCS/Service Function Codes Range.  
· The service provider sets their own Published Charges for CPT/HCPCS/Service Function Code Range to be rendered to the general public. 
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