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FQHC, FQHC look-alike and RHC Services (cont.)

>1

Newly qualified FOHCs/RHCs after fiscal year 2000 will have initial payments established
cither by reference to payments to other clinics in the same or adjacent areas, or in the absence
of such other clinics, through cost reporting methods. After the initial year, payment shall be set
using the MEI methods used for other clinics. (SMDL) Further, the costs that must be
considered in calculating the payment rate are those reasonable costs used in calculating the rates
for neighboring clinics with similar caseloads. The key issue is similarity of caseload.
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Kentucky Medicaid will define “caseload” as a Medicare reprice payment per case. “Initial

payments” will be defined as the PPS payments in the first year. eliminating the category of

“interim rates”, “Adjacent areas” will be defined as within a 50 mile radius.” “Reasonable costs”
will those costs accepted during fiscal years 1999 & 2000.

For a newly qualified center, where no center is in operation within a 50 mile radius, a pre-forma
cost report, subject to tests for allowable costs (using Medicare principles) and reasonable costs
(e.g., costs that would accrue to a center operating full time, not a limited hours of operation
entity). with will be used to establish the PPS rate. Subsequent to the initial year, the PPS rate
will be subject only to the MEI enhancement, and there will be no mass adjustment to initial year
claims based on an actual cost report.

Kentucky Medicaid will also establish an Alternate Payment Methodology, consistent with the
guidance referred to above (BIPA Q’s & A’s, and SMDL.) The Alternate Payment Methodology,
available to both newly qualified and established centers shall be 125% of the Medicare Upper
Payment Limit for RHC’s. A center may choose the higher of the PPS rate developed as per the
above guidelines, or the APM,
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