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Director and Chief 

HARBOR) 

SUBJECT: CMS EXTENSION AGREEMENT FOR MARTIN 
LUTHER KING, JR. - HARBOR HOSPITAL (MLK- 

The Centers for Medicare and Medicaid Services (CMS), State of 
California Department of Health Services (SDHS) and the County 
executed an agreement to extend MLK-Harbor's Medicare Provider 
Agreement as we had requested until August 15,2007. This memo 
outlines the Agreement terms, which are substantially similar to those 
discussed with your Board at the March 27, 2007, Board meeting. 
The Department executed this Agreement pursuant to the authority 
granted by your Board at that meeting, after review by County 
Counsel. 

Period of Agreement: March 31, 2007 to August 15, 2007: This 
is the extension time period DHS requested of CMS and the 
State. It is also the period incorporated into the Metrocare plan, 
approved by the Board of Supervisors on October 17,2006. 

CMS Survey: CMS will require MLK-Harbor to be ready for 
survey and to notify CMS no later than July 9, 2007 of its 
readiness. Our Metrocare schedule has MLK-Harbor ready for 
survey no later than July I ,  2007. CMS has agreed that it will 
expedite the determination process and seek to communicate 
the determination to the County within 15 calendar days of 
completion of its on-site survey work, or will grant a one-time 
extension of 30 calendar days from August 15,2007 for the 
report to be provided. 

Payments: CMS will fully reimburse MLK-Harbor for services 
from March 31, 2007 to April 30,2007. For the period from 
May I, 2007, the County has agreed not to seek reimbursement 
for non-emergency services for Medicare and Medical patients 
and those other individuals covered under the terms of the 
California Medicaid waiver. The Department's fiscal estimates 
indicated that this could have an impact of between 25 to 38 
million dollars, which assumes no Medicare or Medicaid 
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reimbursement for non-emergency services from May 1 to August 15. As a 
result of detailed discussion with CMS and the State. we will be revisina those 
estimates to reflect eligible billings for Medicare, ~ e d i ~ a l  and uninsur2 patients 
who meet the strict CMS definition of emergency medical services. We expect 
the financial impact to be somewhat reduced asa result of our better 
understanding of patients who would meet the emergency standard. 

4) Resumption of Payments: CMS and the State have agreed to a resumption of 
the normal payments to MLK-Harbor on the sooner of August 15,2007 or the 
date CMS determines MLK-Harbor is in full compliance with the Medicare 
Conditions of Participation. This would be either the last day of its on-site survey, 
or the last day of a re-visit for a correction of a cited Condition of Participation 
issue if one is identified. This would favorably impact the fiscal impact since 
MLK-Harbor could resume normal billing and payments sooner than thet August 
15, 2007 date used in our financial calculations. 

5) As a condition of CMS approval of this extension, the County agreed to waive its 
appeal rights, both administrative and judicial, to challenge a termination based 
on findings made by CMS during the course of this Agreement, including the 
findings of the survey anticipated in July, 2007. The Agreement provides that all 
the resident slots will be maintained as long as the existing provider agreement 
remains in place. 

6) The existing limits on the number of resident physician positions will be 
maintained as long as the existing provider agreement remains in place. 

7) Other key provisions: As a part of the discussions leading to this Agreement, 
CMS insisted on a provision that established this to be the last and final 
extension to the provider agreement that CMS will grant or the County will 
request. CMS reserved the right to move to terminate the provider agreement if 
the facility is found to be in immediate jeopardy as a result of its non-compliance 
with the Conditions of Participation. 

The executed Extension Agreement is attached for your reference. If you have any 
questions about its content or intent, please give me a call. 

With the full cooperation of all of the elected officials from our California delegation, the 
Governor and his key staff, and each of you and your staff, we have gotten the 
opportunity to complete this difficult and challenging restructuring of the hospital. 

BAC:jrc 
Revised 4-2-07 

Attachment 

c: Chief Administrative Officer 
County Counsel 
Executive Officer, Board of Supervisors 
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EXTENSION AGREElMENT for MLK-HARBOR HOSPlTAL 

This Agrcemcnt (thc "Agreement") is made as of this 30th day of March 2007 between the County 
of Los Angeles nn behalf of I.AC/Manin Luther King Jr.-Harbur Hospital ofCalifornia ("MLK- 
Harbor Hospital':). the Statc of California Dcpartmcnt of Hrallh Services ("State") and the United 
Statcs Depanment of Hcalth and Human Services. Centers for Mcdicare and Medicaid Services 
("CMS") (collcc~ivcly. thc "Panics') for the time period of March 31.2007 through August 15. 
2007. as affected by section E.6. as follows: 

Wlrereas. the MLK-Harbor Hospital has had a history of noncompliance: with Medicarc: 
Conditions of Participation (Cops) over a period of many years. under different administrators. 
and has undcrgonc at least 17 surveys since January 2004: 

Whereas, on September 22,2006, CMS provided noticc to the Martin Luthcr King Jr./Charles R. 
Drcw Mcdical Ccntcr (since mamed MLK-Harbor Hospilal) that irr Mcdicare provider 
agrccnlcnr would bc tcrminatcd on Novcmbcr 30, 2006 due to the I-lospital's continucd failure to 
meet Mcdicare Cops sincc Januaty 2004: 

Whereus, at the Hospital's request and via lener on November 21.2006, CMS cstcnded the 
effective date of the termination from November 30.2006 to March 3 1.2007 in order to protect 
patients during a period of do\wsizing and transition of ceriain services to Harbor-UCLA Mcdical 
Center pursuant to the MetroCare Plan; 

IVhereos MLK-Harbor Hospital, under an approved plan ofthe 1.0s AngelcsCounty Board of 
Supervisors. made considerable progress in reswcturing MLK-Harbor Hospital while continuing 
lo provide a r e  and services to the wmmunity under the MetroCare Plan: 

Whereas. tlic MLK-Harbor Hospital. although continuing to be noncompliant wit11 federal 
cenifiwtion rwuirements. continues lo demonstrate progress since November 2006 in stabilizing 
the hospital through downsizing, transferring select ';hi& risk" wrelservices to Harbor UCLA. 
and operating in the absence of any finding of immediate jcopardy incidents: 

Whereas, the MIX-I-larhor Hospilal has indicated a \villingnes to continue making substantial 
improvcmcnls. including subslantive pcrsonnel and rcsourcc investmcnts. to establish thu ability to 
both mect Mediwrc Cops and improve systems ofcarc so that thc hospital is ablc to maintain 
complilincc consistcntly over time; 

Ii'ltcreas, thc paflies acknowledge that there esisls full and fair consideration for the commitments 
made herein. including the waiver of any appcai rights. 



THEREFORE. in response to a further request from MLK-Harbor Hospital for an extension o f  
thc providcr agrccmcnt termination datc. as containcd in the February IG. 2007 letter to Lcslic 
Nonvalk. Acting Administrator ofthc Centcn for Medicarc 8: Medicaid Services (CMS), and in 
considcration o f  thc stipulations containcd hcrcin. tlic partics agrcc to thc following. 

A. Thc CMS Aun.cs 111: 

I.  Arnenclment #I  to the Notice of Ternrinotion: CMS agrees to amend the notice o f  
lcrminalion to cxtcnd the effcctivc date for termination o f  the providcr agreement From 
March 3 1.2007 to April 30,2007 in ordcr to continue protection for patients during the 
last stcps ol'downsizing and transition ofcertnin services to Harbor-UCLA, and without 
the limitations on reitnbursemcnt specified in section C.1. 

2. itmendnzent #Z lo IIre Notice of Tcrminalion: CMS, at the request o f  MLK-Harbor 
Hospital. finher agrees to cxtcnd the termination datc from April 30,2007 to August 15. 
2007. subject to the limitations on reimburscmcnt specilied in section C.I. as affected by 
section E.6. 

3. Rcvkil Survey: Upon request from MLK-Harbor Hospital, CMS will authorizca revisit 
survey prior to rhc August 15.2007 date. CMS will strive to cxpcditc the determination 
process and seek to comrnuniwte the compliance determination pursuant to any survcy 
within 15 calendar days o f  the completion o f  thc survey onsitc visit. 

4. Right of Tcrnrinution: CMS reserves the right to move to immediate termination ifthc 
hospi~al does not comply with the Mediwre Cops. 

5. GIMWI~IE: CMS a g w s  that presently existing h i &  OII thc numbs oi'residenls pursuant 
111 42 C.F.K. $4 12.105 (I) and 8413.79 (c) (GMEIIME I't'bs) wil l  continue to bc appfied at 
MLK-Harbor Hospital as long as the existing providcr agreement rcn~ains in place. 
regardless of thc fact that MIX-Harbor Hospital wi l l  not at any rime scek payment for 
Medicare and Mediwid services provided during the time pcriod and under the terms 
specified in Section C.1 ofthis Agrwment, with thc proviso that such FTEs will be 
relinquished at any poi111 rhc existing provider agrecmcnt is terminated. 

H. 'The Su1c orCalifornia SUNCV Arcncv, & the Fiscal Intcrmediar\~-Nationul Government 
Scrviccs. asCMS' aecnls, \vill do the followinr? on behalfofCMS: 

I .  Fiscal Moniforinfi: Monthly. monitor thc billing o f  Mediwre claims to ensurc compliance 
with thc Agrccmcnt provisions. lixcrcisc, as necdcd, any audils to ensure compliance with 
the Agreement. with the appmval ofthc CMS San Francisco Regional Office. In any audit 
o f  cost rcports for thc period o f  time ofthis Agreement thc provisions o f  this Agwmcnt 
shall be incorporated. CMS also Kwrves die right to verify monthly expenditures and 
costs with repom submitted to the fiscal intermediary. CMS may request audited lindncial 
sretements with footnotes and endnotes to clarify the financial status o f  the Hospital. 

2. Review oJ'rUunilorinfi Repom: Conduct periodic monitoring o f  quality ofcare at MLK- 
Harbor Hospital. Consult with rhc CMS San Francisco Rcgional Office on any findings or 
questions. 



3. Complaint I~~vestigations: Conduct complaint investigations as required. 

C. MLK-Harhor Hos~ital Acrccs to: 

1 .  Limifalion on Reimbur.scn~ent: Except for certain emergency scrvices dcscribcd ill 
section C.2 below. thc MLK-Harbor Hospital will not seek reimburscmcnt at m y  time 
tiom Medicare or Medicaid, nor submit claims lo CMS or the Single State Medicaid 
Agcncy for such reimburscmcnl or paymcnt (including but not limitcd to costs under the 
Dispropoflionak Shire Hospital and Safety Nct Care Pool provisions o f  California's 
currcnt I 1  15 waiver for hospital financing). for any services providcd to Medicare or 
Medicaid bcneliciwies. or to uninsmd individuals. helwecn May 1,2007 and either (a) 
August 15,2007. as afYcctcd by section E.6. or (b) the date CAMS makes a determination 
that MLK-Harbor Hospital is in full compliance wirh the Medicnn: Col's, if earlicr than 
August 15.2007. ?hc eKective date ot'CMS' determination o f  compliance shall not be 
later than :hc last day ofonsite hospital presence o f  the survcy team for the rcvisit survey 
upon which a finding o f  full compliance is based, including a revisit survey madc for the 
purpose of veribing thc correction o f  a previously-citcd Cop. MLK-Harbor Hospital 
agrecs that any Medicare or Mcdicaid payments subjccr to the payment prohibitions o f  this 
subsection. but which are inadvcnently received by the Hospital or Statc. wi l l  be subject to 
post-payment review and bc considered overpayments. Nothing in this Agrecmcnt shall 
limit thc ability ofthe Stalc to redistribute propcrly claimed federal funds in accordance 
with Statc law. 

2. ficcption for Emergency Services: Services that meet the definition oiernergcncy 
services undcr 42 C.F.K. 5% 424.101. 102, and 103(a)(I): arc providcd in accordancc with 
42 C.F.R. S 424.103(a)(l j.~(3). (4); and are subsl;mti~tcd in accordance with applicabic 
prtions o f  414.103(b), including emergency services to thc uninsured, are cxempt from 
th? limitation un reimburscment in section C.1. 

3. h'oti~cation oj'Readinc.s.s: MLK-Harbor Hospital shall notify CMS no later than July 9. 
2007 regarding the I~lospiwl's readiness to meet  medicare COPS. 

4 .  No Furtlter Extensiom: Exccpt as provided in section E.6, there will be no funhcr 
extcnsions ofthe provider agreement beyond August 15.2007. and no rcqucsts for such 
estensio~i by MLK-Harbor Hospital or the Sme o f  California if MLK-Harbor Hospital has 
not established to CMS' satisfaction by that datc that lhc hospital is in full compliance with 
the Medicare COPS. 

5 .  Incorporation into Pro~fderAgrccrnenC MLK-Harbor Hospilal agrca to incorporate thc 
contcnts ofthis Agreement into its Mcdicarr and Medi-Cal provider agreements. and the 
MLK-Harbor Hospital waives its appcal rights. both administrativc and judicial. to 
challcnpe a termination based on findings rnadc by CAMS, or the Statc on behalf ofCMS. 
during the course o f  impIetncrltiny this Agrecmcnt. 

6 .  Audits and Yer~pcotion: Al l  cost repom and claims related to this Agreement shall be 
certified as true and accurate by MLK-Harbor Ldospital's designated authorized official. 
Within 30 days o f  cltecution o f  this Agrecrnent, MLK-Harbor Hospital will provide thc 



Single State Medicaid Agcncy and the CMS San Francisco Regional Ofticc with a 
description o f  the financial controls i t  will put ill plaee to cnsure compliance with the 
reimbursement limits specified in Sections C.1 and C.2 ofthis Agrecment. Within 30 days 
after thc end o f  any month in which claims for emcrgcncy services are submined for 
reimbursement under Section C.2. MLK-Harbor tlospital agrccs to provide a rcpon to 
CMS and thc Statc Medicaid Agency that includes documentation to suppon conformance 
o f  those claims with thc definitions undcr 42 C.F.R. 5 424.10 1, with the cxccptinn of42 
C.F.R 8 421.103 (a)(5) .  

D. Thc Sin& Statc Medicaid Agencv Aerces to: 

I. Fisc[~lM~~nitoring: Implement the limitations on Mcdiuid reimbursement specified in this 
Agrccmcnl and monitor. on at least a monthly basis, the billing o f  Medicaid claims to 
cnsurc compliance. Excrcisc. as needed. any audits to cnsure compliance with the 
Agrccment. in consultltion with the CMS San Francisco Regional Oflice. In any audit of' 
cost rcpons for the period o f  time ofthis Agreement. the provisions o f  this Agreement 
shall br incorporated. CMS also reservcs thc ri&t to verify monthly expenditures and 
costs with rcpons srtbmittcd by the State. 

E. l'hc Parties Further Acrcc: 

I. Enforcenre~rt: CMS rctains the right to terminate thc Mcdicare Provider Agreement (in 
totality) in Lhe event that the MLK-Harbor Hospital fails to comply wirh rhc provisions o f  
this Agreement. 

2. Agreement us Basis for Resolulinn: This Agrccmcnt sets forth the full and complete 
basis for the resolution o f  this matter by the panics. Each party shall be responsible for 
its own anorncy fees associated with this Agreement. 

3. Binding Nature ofAgrecment: This Agrecment shall be final and binding upon the 
parties, their successors and assigns. upon cxccution by the undcrsign~d. who represent 
and warrant that they an: authorized to enter into [his Agreement on behalfofthe panics 
hcrcto. 

4. Cita~rge of Ownership Conrin,"mcies: In the event that the MLK-Harbor Hospital 
dccidos to pursue a changc in ownership (CHOW) during the period April 1.2007 
through August l5.2007. as a k t e d  by section E.6. CMS shall be notified 60 days prior 
to thc CHOW. and this Agreement shall be fully disclosed to any potential ncw owner. 
CMS rrsm.cs thc right to lcrrninate or rc-negotiate this Agrcemcnt if s CHOW occurs 
and the terms are not acccptablc to CMS or the new owners: if a new operator 
assumcs thc cxisting providcr agrccmcnt, the successor entity is responsible for assuring 
that corrections continue in accordanu: with this Agrcemcnt. 

5. Closure Conti~rge~rcy: In the event the MLK-Harbor Hospital chooscs to volunmily 
cease operations. or fails to demonstrate compliance with federal panicipation 
requirements and has its Mcdicare Provider Agrccment i n v o l u n ~ i l y  tcrrninatd and the 
MIX-Harbor I lospital thereupon determines to ceasc operation, the MLK-Harbor 
Hospilal shall (a) develop for CMS and State rcview, and implement, a rrlocation plan 
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