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Description/Analysis 

Issue Detail: The Rate Range Intergovernmental Transfer (IGT) program provides an 
opportunity to receive federal matching funds to support health services for Medi-Cal Managed 
Care beneficiaries served by the Fire Department.  The Fire Department does not receive full 
reimbursement for the provision of medical services to Medi-Cal Managed Care patients.  
Currently, the Fire Department receives approximately 25% in reimbursement of our Medi-Cal 
Managed Care costs from payments received from Medi-Cal Managed Care Plan Provider(s) 
(MMCPP).     

The IGT requires the transfer of eligible local dollars from the City to the Department of Health 
Care Services (DHCS). DHCS in turn uses the funds to receive additional Federal funding from 
the Centers for Medicare and Medicaid Services (CMS). Since the funds must be used to 
support the Medi-Cal Managed Care program, DHCS transfers both the original contribution 
from the City and matched funds to the MMCPP who in turn makes those funds available to 
the City.  The State and Federal governments will review and provide approval of the 
documents the City submits to participate in the IGT program prior to any funds being sent to 
DHCS.          

The City of Sacramento provides ambulance transports and meets the following IGT 
participation criteria:

1. Provides law enforcement services.
2. Has eminent domain authority.
3. Has taxing authority.

As such, the City of Sacramento is eligible to participate in an IGT program to request funds to 
recover unreimbursed Medi-Cal costs.

Policy Considerations: Participation in this program is consistent with Council’s adopted 
Budget Guideline to pursue new and enhance existing revenue sources as well as 
Council’s adopted Advanced Life Support (ALS) Revenue Recovery policy.  In addition, 
pursuant to City Code Section 3.56.090, contracts of $100,000 or more are to be approved 
by the City Council.

Economic Impacts:  None

Environmental Considerations: This report concerns administrative activities that do not 
constitute a “project” as defined by Section 15378 of the California Environmental Quality 
Act (CEQA) Guidelines and is otherwise exempt pursuant to Section 15061(b)(3).

Sustainability: Not applicable.

Commission/Committee Action: None
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Rationale for Recommendation: The following agreements and amendment must be in place 
in order for the City to participate in the IGT program:

a. The Intergovernmental Transfer Agreement:  This contract specifies the 
amount that will be transferred by the City to DHCS. It requires DHCS to use the 
transferred funds to increase capitation payments to a specified healthcare plan 
and to secure federal match funds, or if that is not possible, to return the 
transferred funds. The parties to this contract are the City and DHCS.

b. The IGT Assessment Fee Agreement:  This contract commits the City to pay 
DHCS 20% of the amount transferred as an administrative fee.  The fee is 
refundable if the IGT does not go forward. DHCS and the City are the parties to 
this contract. 

c. The Health Plan-Provider Agreement:  This agreement is an amendment 
between the MMCPP and the City. This contract amendment commits the 
MMCPP to pay the City a specified amount of the IGT funded capitation rate 
increases it receives from DHCS within 30 days of receipt for those funds from 
the State. The MMCPP will deduct an administrative fee of 2% from the amount 
that will be remitted to the City. The amendment specifies how the City will treat 
these funds from an accounting standpoint. While DHCS is not a party to the 
amendment, DHSC reviews the document.  The MMCPPs participating in the 
program are Anthem Blue Cross, Molina Healthcare and HealthNet.

Financial Considerations: Upon approval of these agreements, the City will apply and 
request an amount to be reimbursed through the IGT program.  This amount will help the City 
recover additional reimbursement of our previously unreimbursed Medi-Cal costs incurred in 
period of January 1, 2014 through June 30, 2014 consistent with the ALS Revenue Recovery 
policy. (The half-year period is due to the change in IGT reimbursement periods from calendar 
to fiscal year.)  In order to receive the reimbursement, the City will be required to transfer 
$2,351,626 to DHCS to cover the City’s non-Federal share of the managed care costs.  This 
amount includes the 20% fee assessed by the State to cover their administrative costs for 
operating the IGT program.

The City will recover our non-Federal share amount from the reimbursement received through 
the IGT program in the amount of $3,840,989.  This amount is net of the 2% administrative fee 
assessed by the MMCPP.

The funding for the City’s contribution of $2,351,626 to DHCS will come from the Fire 
Department’s operating budget for Emergency Medical Services (EMS).  The payment 
received from the MMCPP will reimburse EMS for the contribution.  The additional 
reimbursement of $1,489,363 will be used to offset the costs of providing EMS, consistent 
with the ALS Revenue Recovery policy.

Local Business Enterprise (LBE): Not applicable.
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HEALTH PLAN-PROVIDER AGREEMENT

AMENDMENT TO AGREEMENT BETWEEN HEALTH NET AND CITY OF 
SACRAMENTO FIRE DEPARTMENT 

AMENDMENT 2

This Amendment is made this ___ day of _____________{month/year}, by and 
between Health Net of California, Inc., a California corporation licensed pursuant to Health and 
Safety Code section 1349 et seq. to act as a health plan hereinafter referred to as "PLAN", and 
City of Sacramento Fire Department, hereinafter referred to as "PROVIDER". 

RECITALS:   

WHEREAS, PLAN and PROVIDER have previously entered into an Agreement 
effective January 1, 2013; 

WHEREAS, Health Net Community Solutions, Inc. (HNCS), a corporate entity 
licensed under Health and Safety Code Section 1349 et seq. has a contract with the California 
Department of Health Care Services (State DHCS) pursuant to Welfare and Institutions Code 
Section 14087.3 to act as a Medi-Cal managed care plan. HNCS has contracted with Health Net 
of California, Inc. to fulfill its responsibilities for the provision of Medi-Cal covered services for 
eligible Medi-Cal members. Health Net of California, Inc. has subsequently entered into the 
Agreement referenced above, and amendments to it, to allow PROVIDER to render such 
services to HNCS Medi-Cal members in Sacramento County. For purposes of this Amendment, 
Health Net of California, Inc. and Health Net Community Solutions, Inc. shall collectively be 
referred to as “PLAN;”

WHEREAS, the City of Sacramento Fire Department provides 9-1-1 emergency 
medical response and transport for the City of Sacramento and in that capacity serves all patients 
in need, including Medi-Cal beneficiaries. Sacramento City Fire provides advanced life support 
paramedic services, including 12-lead ECG monitoring, advanced airway interventions and 
Advanced Cardiac Life Support medication consistent with the latest American Heart 
Association guidelines.  SFD currently deploys thirteen 24-hour ALS ambulances and up to three 
flex ALS ambulances when additional staffing and equipment are available.

WHEREAS, PLAN and PROVIDER desire to amend the Agreement to provide 
for Medi-Cal managed care capitation rate increases to PLAN as a result of intergovernmental 
transfers (“IGTs”) from the City of Sacramento Fire Department to the State DHCS to maintain 
the availability of Medi-Cal health care services to Medi-Cal beneficiaries.

NOW, THEREFORE, PLAN and PROVIDER hereby agree as follows: 

Amendment 2 of the Agreement is added to read as follows: 

2014 IGT MEDI-CAL MANAGED CARE CAPITATION RATE RANGE INCREASES
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1. IGT Capitation Rate Range Increases to PLAN

A. Payment

Should PLAN receive any Medi-Cal managed care capitation rate increases from 
State DHCS where the nonfederal share is funded by the City of Sacramento Fire Department 
specifically pursuant to the provisions of the Intergovernmental Agreement Regarding Transfer 
of Public Funds (“Intergovernmental Agreement”) effective for the period January 1, 2014 
through June 30, 2014 for Intergovernmental Transfer Medi-Cal Managed Care Rate Range 
Increases (“IGT MMCRRIs”), PLAN shall pay to PROVIDER the amount of the IGT 
MMCRRIs received from State DHCS, in accordance with paragraph 1.E below regarding the 
form and timing of Local Medi-Cal Managed Care Rate Range (“LMMCRR”) IGT Payments.  
LMMCRR IGT Payments paid to PROVIDER shall not replace or supplant any other amounts 
paid or payable to PROVIDER by PLAN.  

B. Health Plan Retention

(1) Medi- Cal Managed Care Seller’s Tax

The PLAN shall be responsible for any Medi-Cal Managed Care Seller’s 
(“MMCS”) tax due pursuant to the Revenue and Taxation Code Section 6175 relating to any IGT 
MMCRRIs through June 30, 2014.  If the PLAN receives any capitation rate increases for 
MMCS taxes based on the IGT MMCRRIs, PLAN may retain an amount equal to the amount of 
such MMCS tax that PLAN is required to pay to the State Board of Equalization, and shall pay, 
as part of the LMMCRR IGT Payments, the remaining amount of the capitation rate increase to 
PROVIDER.

(2) The Plan shall retain a two percent (2%) administrative fee based on the 
total amount of the IGT MMCRRIs received from DHCS for PLAN’s cost to administer this 
program. Each provider’s share of the 2% fee shall be calculated based on that provider’s 
proportionate share of the LMMCRR IGT payments made by Plan in Sacramento County.

(3) PLAN will not retain any other portion of the IGT MMCRRIs received 
from the State DHCS other than those mentioned above.

C. Conditions for Receiving Local Medi-Cal Managed Care Rate Range IGT 
Payments

As a condition for receiving LMMCRR IGT Payments, PROVIDER shall, as of 
the date the particular LMMCRR IGT Payment is due: 

(1) remain a participating provider in the PLAN and not issue a notice of 
termination of the Agreement;
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(2) maintain its current emergency response services for PLAN Medi-Cal 
beneficiaries.

D. Schedule and Notice of Transfer of Non-Federal Funds

The City of Sacramento Fire Department shall notify the PLAN within five 
business days after the City funds referred to in the Intergovernmental Transfer Agreement have 
been transferred to the State. 

E. Form and Timing of Payments

PLAN agrees to pay LMMCRR IGT Payments to PROVIDER in the following 
form and according to the following schedule:

(1) PLAN agrees to pay the LMMCRR IGT Payments to PROVIDER using 
the same mechanism through which compensation and payments are normally paid to 
PROVIDER (e.g., electronic transfer). After paying the required taxes and retaining the Plan’s 
administrative fee (as shown in Section B above), Plan will pay PROVIDER 26.737% of the 
remaining LMMCRR IGT Payment amount.

(2) PLAN will pay the LMMCRR IGT Payments to PROVIDER no later than 
thirty (30) calendar days after receipt of the IGT MMCRRIs from State DHCS.

F. Consideration

(1) As consideration for the LMMCRR IGT Payments, PROVIDER shall use 
the LMMCRR IGT Payments for the following purposes and shall treat the LMMCRR IGT 
Payments in the following manner:

(a) The LMMCRR IGT Payments shall represent compensation for 
Medi-Cal services rendered to Medi-Cal PLAN members by PROVIDER during the State fiscal 
year to which the LMMCRR IGT Payments apply. 

(b) To the extent that total payments received by PROVIDER for any 
State fiscal year under this Amendment exceed the cost of Medi-Cal services provided to Medi-
Cal beneficiaries by PROVIDER during that fiscal year, any remaining LMMCRR IGT Payment 
amounts shall be retained by PROVIDER to be expended for health care services.  Retained 
LMMCRR IGT Payment amounts may be used by the PROVIDER in either the State fiscal year 
for which the payments are received or subsequent State fiscal years.

(2) For purposes of subsection (1) (b) above, if the retained LMMCRR IGT 
Payments, if any, are not used by PROVIDER in the State fiscal year received, retention of funds 
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by PROVIDER will be established by demonstrating that the retained earnings account of 
PROVIDER at the end of any State fiscal year in which it received payments based on 
LMMCRR IGT Payments funded pursuant to the Intergovernmental Agreement, has increased 
over the unspent portion of the prior State fiscal year’s balance by the amount of LMMCRR IGT 
Payments received, but not used.  These retained PROVIDER funds may be commingled with 
other City of Sacramento funds for cash management purposes provided that such funds are 
appropriately tracked and only the depositing facility is authorized to expend them.

(3) Both parties agree that none of these funds, either from the City of 
Sacramento Fire Department or federal matching funds will be recycled back to the City of 
Sacramento general fund, the State, or any other intermediary organization.  Payments made by 
the health plan to providers under the terms of this Amendment constitute patient care revenues.

G. PLAN’s Oversight Responsibilities

PLAN’s oversight responsibilities regarding PROVIDER’s use of the LMMCRR 
IGT Payments shall be limited as described in this paragraph.  PLAN shall request, within thirty 
(30) calendar days after the end of each State fiscal year in which LMMCRR IGT Payments 
were transferred to PROVIDER, a written confirmation that states whether and how PROVIDER 
complied with the provisions set forth in Paragraph 1.F above.  In each instance, PROVIDER 
shall provide PLAN with written confirmation of compliance within thirty (30) calendar days of 
PLAN’s request.

H. Cooperation Among Parties

Should disputes or disagreements arise regarding the ultimate computation or 
appropriateness of any aspect of the LMMCRR IGT Payments, PROVIDER and PLAN agree to 
work together in all respects to support and preserve the LMMCRR IGT Payments to the full 
extent possible on behalf of the safety net in Sacramento County.

I. Reconciliation

Within one hundred twenty (120) calendar days after the end of each of PLAN’s 
fiscal years in which LMMCRR IGT Payments were made to PROVIDER, PLAN shall perform 
a reconciliation of the LMMCRR IGT Payments transmitted to the PROVIDER during the 
preceding fiscal year to ensure that the supporting amount of IGT MMCRRIs were received by 
PLAN from State DHCS.  PROVIDER agrees to return to PLAN any overpayment of LMMCRR 
IGT Payments made in error to PROVIDER within thirty (30) calendar days after receipt from 
PLAN of a written notice of the overpayment error, unless PROVIDER submits a written 
objection to PLAN.  Any such objection shall be resolved in accordance with any dispute 
resolution processes set forth in the Agreement or otherwise in good faith by the parties. The 
reconciliation processes established under this paragraph are distinct from the indemnification 
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provisions set forth in Section J below. PLAN agrees to transmit to the PROVIDER any 
underpayment of LMMCRR IGT Payments within thirty (30) calendar days of PLAN’s 
identification of such underpayment.

J. Indemnification

(1) Anything to the contrary contained in the Agreement notwithstanding, 
PROVIDER shall indemnify and hold PLAN harmless against any losses, claims, demands, 
liabilities, court costs, judgments and expenses, imposed by a court or otherwise incurred by 
PLAN after the execution date of this Amendment as a result of PLAN’s receipt of IGT rate 
increases or payment of LMMCRR IGT payments, including but not limited to the following 
circumstances:

(2) In the event that DHS, the Department of Human Health and Services or 
any other federal or state agency recoups, offsets, or otherwise withholds any monies from or 
fails to provide any monies to PLAN, or PLAN is denied any monies to which it otherwise 
would have been entitled, for any reason relating to the Medi-Cal managed care capitation rate 
increases arising from the Intergovernmental Agreement as such increases flow through the 
Medi-Cal Agreement between PLAN and the State and this Agreement, including but not limited 
to (a) State DHCS’ use of IGT Rate Increases or LMMCRR IGT payments to supplant or replace 
other amount in violation of the restrictions in Section 2.2 of the Intergovernmental Agreement; 
(b) the failure of the IGT Rate Increases to qualify in whole or part for federal participation 
pursuant to 42 C.F.R. part 433, subpart B; or (c) overpayment of the IGT Rate Increases to 
PLAN by State DHCS, PLAN shall have a right to immediately recoup, offset or withhold any 
and all such amounts from payments otherwise due to PROVIDER. Recovery by PLAN pursuant 
to this section shall include, but not be limited to, reduction in future LMMCRR IGT payments 
paid to PROVIDER in an amount equal to the amount of IGT Rate Increases payments recovered 
from PLAN, or by reduction of any other amounts owed by PLAN to PROVIDER.

2. Term

The term of this Amendment shall commence on January 1, 2014 and shall 
terminate on September 30, 2016. 

All other terms and provisions of said Agreement shall remain in full force and effect so that all 
rights, duties and obligations, and liabilities of the parties hereto otherwise remain unchanged; 
provided, however, if there is any conflict between the terms of this Amendment and the 
Agreement, then the terms of this Amendment shall govern.
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SIGNATURES

HEALTH PLAN: __________________________________ Date: ____________

Patricia Clarey, Chief State Health Programs Officer, Health Net of California, Inc.

PROVIDER: ______________________________________ Date: _____________

             John Shirey, City Manager, City of Sacramento
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