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(31) Federally Qualified Health Centers (FQHC)

(a)

FQHCs may choose between two prospective payment methodologies for reimbursement

purposes. The two methodologies are the Prospective Payment System (PPS) Methodology
and the Alternative Prospective Payment System (APPS) Methodology. Both methods are in
accordance with section 1902(bb) of the Social Security Act, as amended by the Benefits
Improvement and Protection Act (BIPA) of 2000 (42 U.S.C. §1396a(bb)), effective for the
FQHC's fiscal year that includes dates of service occurring January 1, 2001 and after.
FQHCs will be reimbursed a prospective per visit encounter rate for a visit for Medicaid
covered services if the visit meets the requirements of section (31)(b)(10) and (31)(b)(11).

(M

)

Definitions:

(A)

B)

(€)

(D)

Effective rate - The encounter rate paid to an FQHC during the FQHC's fiscal
year. The effective rate is updated by the applicable rate of change described in
(31)(b)(4) per the prescribed methodology for each of the FQHC'’s fiscal years
since the setting of its final base rate.

Interim base rate - The encounter rate determined on the first full fiscal year as-
filed Medicare cost report for a new FQHC based on 100% of reasonable costs.
Interim rates will be adjusted prospectively until the final audited Medicare cost
report is processed and used to determine the final base rate.

Initial interim base rate - The encounter rate paid to a new FQHC determined on
a short period cost report or projected cost report. After one full fiscal year as-
filed Medicare cost report is filed, the rate is updated to the interim base rate.

Final base rate - The encounter rate determined for an FQHC existing in the year
2000 by calculating 100 percent of the average of the FQHC's reasonable costs
for providing Medicaid covered services as determined from audited cost reports
for the FQHC's 1999 and 2000 fiscal years. The final base rate was calculated
by adding the total audited reimbursable costs as determined from the 1999 and
2000 cost reports and dividing by the total audited visits for these same two
periods. For an FQHC formed after the year 2000, the final base rate is
calculated on the first full fiscal year audited Medicare cost report based on 100%
of the reasonable costs. The final base rate for an FQHC formed after the year
2000 is applied to claims back to the beginning of the FQHC’s existence and the
payments are reconciled. A change in the effective rate under (31)(b)(6) will
result in a new final base rate. The flnal base rate is the effective rate for each
subsequent FQHC fiscal year.

The reimbursement methodologies described in section (31)(b) apply equally to the
APPS and PPS methodologies, except for the following:

(A)

8)

The effective rate for the APPS methodology described in section (31)(b)(4) does
not apply to PPS. For an FQHC reimbursed under PPS, annual increases in the
final base rate or effective rate are the rate of change in the Medicare Economic
index (MEI) for primary care.

State-initiated reviews, described in (b)(8)(D), are not applicable for providers
who select the PPS methodology.
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(31) Federally Qualified Health Centers (FQHC) (continued)
(b) Alternative Prospective Payment System (APPS) Methodology (continued).

(1) Prior to HHSC setting a final base rate for each FQHC existing in 2000, each
FQHC was reimbursed on the basis of an interim base rate. The interim base rate
for each FQHC was calculated from the latest finalized cost report settlement,
adjusted as provided for in (b)(4). When HHSC determined a final base rate,
interim payments were reconciled back to the beginning of the interim period. For
FQHCs that agreed to the APPS methodology prior to August 31, 2010,
adjustments were made to the FQHCSs’ interim payments only if the interim
payments were less than what would have occurred under the final base rate. In
(b)(8)(A) of this section the interim and final base rate methodology for new FQHCs
is described. The final base rate, as adjusted, applies prospectively from the date
of the final approval. Payments made under the APPS methodology will be at least
equal to the amount that would be paid under PPS.

(2) Reasonable costs, as used in setting the interim or final base rate or any
subsequent effective rate, is defined as those costs that are allowable under
Medicaid cost principles, as required in 45 CFR 92.22(b) and the applicable OMB
Circular, with no productivity screens and no per visit payment limit. Administrative
costs will be limited to 30 percent of total costs in determining reasonable costs.
Reasonable costs do not include unallowable costs.

(3) Unallowable costs are expenses that are incurred by an FQHC and that are not
directly or indirectly related to the provision of covered services, according to
applicable laws, rules, and standards.

(4) The effective rate for APPS is the rate paid to the FQHC for the FQHC's fiscal
year. The effective rate shall be updated by the rate of change in the MEIl plus 1.5
percent for each of the FQHC's fiscal years since the setting of its final base rate.
If the increase in an FQHC's costs is greater than the MEI plus 1.5 percent for
APPS, an FQHC may request an adjustment of its effective rate as described in
(6). The effective rate shall be calculated at the start of each FQHC'’s fiscal year
and shall be applied prospectively for that fiscal year. The effective rate for PPS is
described in (a)(2)(A).

(5) PPS and APPS reimbursement methodology selection is determined as follows:

(A) Each new in-state FQHC will receive a letter from HHSC upon enroliment as
a new Medicaid provider along with a FQHC Prospective Payment System
Form. The FQHC must indicate on the form the selection as either the PPS
or APPS reimbursement methodology and return the form to HHSC.
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(31) Federally Qualified Health Centers (FQHC) (continued)
(b) Ailternative Prospective Payment System (APPS) Methodology (continued).

(B) Each out-of-state FQHC will receive the PPS reimbursement methodology.
HHSC will compute an effective rate based on reasonable costs provided by
the FQHC on its most recent Medicare cost report. The effective rate will
reflect the rate that would have been calculated for an in-state FQHC based
on the approved scope of services that an in-state FQHC could provide in
Texas.

(6) A change of the effective rate is determined as follows:

(A) An adjustment, as described in (b)(8)(C), will be made to the effective rate if
the FQHC can show that it is operating in an efficient manner, or show that
the adjustment is warranted due to a change in scope of services. Any
request to adjust an effective rate must be accompanied by documentation
showing that the FQHC is operating in an efficient manner or that it has had a
change in scope. A change in scope provided by an FQHC includes the
addition or deletion of a service or a change in the magnitude, intensity or
character of services currently offered by an FQHC or one of the FQHC's
sites.

(i) A change in the scope of services is a change in the type, intensity,
duration or amount of services. A change in the cost of a service is not
considered in and of itself a change in the scope of services.
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(b) Alternative Prospective Payment System (APPS) Methodology (continued).
(i) Operating in an efficient manner includes:

()  showing that the FQHC has implemented an outcome-based delivery
system that includes prevention and chronic disease management.
Prevention includes, but is not limited to, programs such as
immunizations and medical screens. Disease Management must
include, but not be limited to, programs such as those for diabetes,
cardiovascular conditions, and asthma that can demonstrate an
overall improvement in patient outcome;

(1) paying employees’ salaries that do not exceed the rates of payment
for similar positions in the area, taking into account experience and
training as determined by the Texas Workforce Commission,

(1) providing fringe benefits to its employees that do not exceed fifteen
percent of the FQHC’s total costs;

(IV) implementing cost saving measures for its pharmacy and medical
supplies expenditures by engaging in group purchasing; and

(V) employing the concept of a “prudent buyer” in purchasing its
contracted medical services.

(B) HHSC also may adjust the effective rate of an FQHC on its own initiative, in
accordance with section (31)(b)(8)(D), if it is determined that a change in
scope has occurred and an adjustment to the effective rate is warranted
based on the audit of the cost report.

(7) Each provider is required to submit Medicare cost reports and supplemental
worksheets and supporting information as required by HHSC. In addition, the
following cost reports may be required:

(A) As-filed Medicare cost report to include Texas Medicaid supplemental
worksheets.

(B) Final audited Medicare cost report to include Texas Medicaid supplemental
worksheets.

(C) Change of effective rate cost report. The change of effective rate cost report
is used by in-state or out-of-state FQHCs that are requesting a change in
their effective rate due to a change in scope or operating in an efficient
manner. The cost report must contain at least six months of financial
information.
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(31) Federally Qualified Health Centers (FQHC) (continued)
(b) Alternative Prospective Payment System (APPS) Methodology (continued).

(D) Projected cost report. The projected cost report is used by in-state or out-of-
state FQHCs that are requesting an initial interim rate. The cost report must
contain at least twelve months of projected financial information.

(E) Low Medicare Utilization Cost Report. The low Medicare utilization cost
report is used by in-state and out-of-state providers to meet the annual filing
requirements for providers not required to file a full cost report with Medicare.

(8) FQHC rate determination process.
(A) New FQHC.

(i) A new FQHC must file a projected cost report to establish an initial interim
base rate. The cost report must contain the FQHC's reasonable costs
anticipated to be incurred during the FQHC's initial fiscal year. The initial
interim base rate for a new FQHC shall be set at the lesser of 80 percent of
the anticipated reasonable costs or 80 percent of the average rate paid to
FQHCs on January 1 of the calendar year during which the FQHC first
applies as a new FQHC or for a change in scope, if applicable.

(ii) Each new FQHC must submit to HHSC or its designee an as-filed Medicare
cost report after the end of the FQHC's first full fiscal year. HHSC will
determine an updated interim base rate based on 100 percent of the
reasonable costs contained in the as-filed Medicare cost report. Interim rates
will be adjusted prospectively until the final audited Medicare cost report is
processed. An as-filed Medicare cost report must reflect twelve months of
continuous service.

(ili) Each new FQHC must submit to HHSC or its designee a final audited
Medicare cost report, reflecting twelve months of continuous service. The
rate established shall be the final base rate. HHSC will reconcile payments
back to the beginning of the interim period applying the final base rate. If the
final base rate is greater than the interim base rate, HHSC will compute and
pay the FQHC a settlement payment that represents the difference in rates
for the services provided during the interim period. If the final base rate is
less than the interim base rate, HHSC will compute and recoup from the
FQHC any overpayment resulting from the difference in rates for the services
provided during the interim period. The final base rate is adjusted in
accordance with section (31)(b)(4) to determine the effective rate.

(iv) If a new FQHC cost report described in (i) or (iii) of this section does not
meet the requirement of reflecting twelve months of continuous service,
HHSC will prospectively establish the interim rate based on the lesser of the
interim rate determined by the cost report or 80 percent of the average rate
paid to FQHCs on January 1 of the calendar year during which the FQHC
first applies as a new FQHC or for a change in scope, if applicable, adjusted
by applicable increases
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(31) Federally Quallfled Health Centers (FQHC) (continued)
(b) Alternative Prospective Payment System (APPS) Methodology (continued).

(B) Chan

ge of ownership. If an existing FQHC facility changes ownership, the

new owner must notify HHSC of the ownership change.

0]

(ii)

(iii)

(v)

(C) Requ
)

(i)

(iii)

If the new owner of an FQHC facility owns no other FQHC facility in
Texas, HHSC will treat the FQHC facility as a new FQHC. HHSC will
set an initial interim base rate equal to 100 percent of the previous
owner’s effective rate, and will then follow the procedures under
sections (31)(b)(8)(A)(ii) and (31)(b)(8)(A)iii).

If the new owner of an FQHC facility owns one or more FQHC facilities
in Texas, and will include the new facility on the Medicare cost report of
another FQHC facility, then HHSC will apply the rate assigned to the
other FQHC.

If the new owner of an FQHC facility owns one or more FQHC facilities
in Texas, but will not include the new facility on the Medicare cost report
of another FQHC facility, then HHSC will determine a rate for the facility
in accordance with (i) of this section.

If the new owner of an FQHC facility is ultimately not allowed by
Medicare to include its new FQHC facility on the Medicare cost report of
the other FQHC facility that it owns, then HHSC will determine a rate for
the facility in accordance with section (31)(b)(8)(A).

est for change of effective rate.

An FQHC that requests an adjustment of its effective rate (due to a
change in scope or operating in an efficient manner) must file a change
of effective rate cost report. The FQHC must include the necessary
documentation to support a claim that the FQHC has undergone a
change in scope or is operating in an efficient manner.

If HHSC determines through the review of the information provided in (i)
of this section that an adjustment to the effective rate is warranted,
HHSC will determine an interim base rate based on 100 percent of the
reasonable costs contained in the change of effective rate cost report.
Interim payments will be adjusted prospectively until the final audited
cost report is processed.

The FQHC must submit to HHSC or its designee an as-filed Medicare
cost report. HHSC and the FQHC will then follow the procedures under
subsections (31)(b)(8)(AXii) and (31)(b)(8)(A)(iii).
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(31) Federally Qualified Health Centers (FQHC) (continued)
(b) Alternative Prospective Payment System (APPS) Methodology (continued).

(D) State-initiated review.

() For an in-state FQHC that has chosen the APPS methodology, HHSC
may prospectively reduce the FQHC's effective rate to reflect 100
percent of its reasonable costs or the PPS effective rate, whichever is
greater. After reviewing the final audited Medicare cost report, HHSC
will determine if an in-state FQHC is being reimbursed more than 100
percent of its reasonable cost or the PPS effective rate, whichever is
greater, through the following steps:

() Determine the reasonable cost per encounter from the final
audited Medicare cost report;

() Determine the effective PPS rate per encounter as would have
been applied to the FQHC if the FQHC had chosen PPS as
described in (a) for the same time period corresponding to the
FQHC'’s final audited Medicare cost report;

(1))  Select the greater of (1) or (I} of this section;

(IV) If the result in (11}) of this section is less than the APPS effective
rate for this period, HHSC will set the result in (lll) of this section
as the new final base rate for this period,;

(V) The prospective rate described in section (31)(b)(8)(D)(iii) will be
determined by adjusting the new final base rate from (1V) in
accordance with section (31)(b)(4) to determine the effective rate.

(V1) The new final base rate from (IV) and subsequent effective rates
will not apply to claims for services provided prior to the
implementation date described in section (31)(b)(8)(D)(iii).

(i) State-initiated reviews will be based on a determined 12 month time
period and the most recent cost data received.

(i) HHSC will apply the state-initiated rate reduction prospectively
beginning on the first day of the month following 45 days after the date
of the final case rate notification letter. The final base rate is adjusted in
accordance with section (31)(b)(4) to determine the effective rate.
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(31) Federally Qualified Health Centers (FQHC) (continued)
(b) Alternative Prospective Payment System (APPS) Methodology (continued).

(iv) HHSC will not increase the effective rate for an FQHC based on the
outcome of a state-initiated cost report audit. It is the responsibility of
the FQHC to request HHSC to adjust the effective rate.

(v) For PPS, the state-initiated review is not applicable.

(E) Final base rate notification letter. HHSC will provide to an FQHC written
notification of any determined final base rate.

(F) Request for review of final base rate. The FQHC may submit a written
request for a review of the final base rate if:

() The FQHC believes that HHSC made a mathematical error or data
entry error in calculating the FQHC'’s reasonable cost. If HHSC
determines the request for review merits a change in the final base rate,
HHSC will adjust the final base rate to the effective date of the final
base rate notification letter.

(i) The FQHC believes that the FQHC made an error in reporting its cost or
data in the final audited Medicare cost report or the Texas Medicaid
Supplemental Worksheets that would result in a different calculation of
the FQHC'’s reasonable cost. |f HHSC determines the request for
review merits a change in the final base rate, HHSC may adjust the final
base rate to the effective date of the final base rate notification letter.

(i)  If the FQHC disagrees with the results of the review, the FQHC may
request a formal appeal.

(9) In the event that the total amount paid to an FQHC by a managed care
organization is less than the amount the FQHC would receive under PPS or APPS,
whichever is applicable, the state will reimburse the difference on a state quarterly
basis. The state’s quarterly supplemental payment obligation will be determined by
subtracting the baseline payment under the contract for services being provided
from the effective rate without regard to the effects of financial incentives that are
linked to utilization outcomes, reductions in patient costs, or bonuses.
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(31) Federally Qualified Health Centers (FQHC) (continued)
(b) Alternative Prospective Payment System (APPS) Methodology (continued).

(10) A visit is a face-to-face encounter between an FQHC patient and a physician,
physician assistant, nurse practitioner, certified nurse-midwife, visiting nurse,
psychologist, clinical social worker, other health professional for mental health
services, dentist, dental hygienist, or optometrist. Encounters with more than one
health professional and multiple encounters with the same health professional that
take place on the same day and at a single location constitute a single visit, except
where one of the following conditions exist:

(A) after the first encounter, the patient suffers iliness or injury requiring
additional diagnosis or treatment; or

(B) the FQHC patient has a medical visit and an “other” health visit, as defined in
section (31)(b)(11).

(11) A medical visit is a face-to-face encounter between an FQHC patient and a
physician, physician assistant, nurse practitioner, certified nurse-midwife, or visiting
nurse. An “other” health visit includes, but is not limited to, a face-to-face
encounter between an FQHC patient and a psychologist, clinical social worker,
other health professional for mental health services, dentist, dental hygienist, or
optometrist, as well as a Early and Periodic Screening, Diagnosis and Treatment
medical checkup.
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