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XVII. FQHC/RHC Services

Reimbursement for Federally Qualified Health Centers (FQHCs ) and Rural Health Clinics (RHCs) shall be made
in accordance with section 1902 of the Social Security Act as amended by section 702 of the Medicare, Medicaid,
and SCHIP Benefits Improvement Act of 2000 (BIPA).

For the period of January 1, 2001 through June 30, 2001, the state will implement an alternative reimbursement
methodology that is agreed to by the state and the individual center/clinic and results in a payment rate to the
center/clinic that is at least equal to the Medicaid PPS rate. The alternative methodology shall be in accordance
with the state plan in effect on December 31, 2000.

All FQHCs and RHCs are reimbursed on a prospective payment system beginning with State Fiscal Year 2002
with respect to services furnished on or after July 1, 2001 and each succeeding year.

Payment rates will be set prospectively using the total of the clinic/centers reasonable cost for the clinic/center’s
fiscal years 1999 and 2000, adjusted to take into account any increase or decrease in the scope of services
furnished during the clinic/center’s fiscal year 2001 and increased by an appropriate medical index. These costs
are divided by the number of visits/encounters for the two-year period to arrive at a cost per visit. The cost per
visit is the prospective rate for state fiscal year 2002. For each state fiscal year thereafter, each clinic/center will
be paid the amount (on a per visit basis) equal to the amount paid in the previous state fiscal year, increased by the
percentage increase in the Medicare Economic Index (MEl) for primary care services, and adjusted to take into
account any increase (or decrease) in the scope of services furnished by the clinic during that state fiscal year. The
clinic/center must supply a budgeted cost report of the change in service to justify scope of service adjustments.

For newly qualified FQHCs/RHCs after State Fiscal Year 2001, initial payments are established by cost reporting
methods. A newly qualified clinic/center shah submit a budgeted cost report from which an interim rate shall be
established. After completion of a clinic/center fiscal year, a final PPS rate will be established. After the initial
year, payment is set using the MEl methods used by other clinics/centers, with adjustments for increases or
decreases in the scope of service furnished by the clinic/center during that fiscal year.

In the case of a FQHC or RHC that contracts with a Medicaid managed care organization, supplemental payments
will be made quarterly to the center or clinic for the difference between the payment amounts paid by the
managed care organization and the amount to which the center or clinic is entitled under the PPS.

Until a prospective payment methodology is established, the state will reimburse FQHCs/RHCs based on the rate
in effect on June 30, 2001. This rate is based on the State Plan in effect on June 30, 2001. The state will reconcile
payments made under this methodology to the amounts to which the clinic is entitled under the prospective
payment system. This is done by multiplying the encounters during the interim period by the prospective rate and
determining the amounts due to (or from) the clinics for the interim period.
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