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AGENDA

Medicaid	RHC	Rate	Setting
History	of	Medicaid	Prospective	Payment	System
907	KAR	1:055	Sections	1-9
Cost	Report	Basics

Change	in	Scope	of	Service
907	KAR	1:055	Section	10
Methodology	(MAP	100501)
Filing	requirements
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HISTORY	OF	MEDICAID	PROSPECTIVE	PAYMENT	SYSTEM	(PPS)

Benefits	Improvement	and	Protection	Act	of	2000	(BIPA)
Congress	changed	from	cost-based	reimbursement	to	PPS	for	RHC	and	FQHC
States	were	given	flexibility	in	developing	payment	methodologies	for	PPS
Most	states	used	average	of	1999	and	2000	cost	reports

Purpose	of	PPS
Establish	All	Inclusive	Rate	mechanism	to	reimburse	RHC/FQHC	cost	of	
providing	services

Overall	cost	rather	than	patient	specific
Eliminates	annual	cost	report	filing

PPS	not	Always	Advantageous
Large	number	of	high	charge	level	procedures
High	volume	and	low	cost	providers	(midlevels)
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907	KAR	1:055	PAYMENT	REGULATION

Section	1.	Definitions
(4)	Base	Year	– First	full	fiscal	year	following	effective	date	of	enrollment	in	
Medicaid	program

(a)	in	which	RHC	has	reached	its	max	hours	per	day,	days	per	week,	and	weeks	per	
year	of	intended	operation

(7)	Change	in	scope	of	service	means	a	change	in	type,	intensity,	duration	or	
amount	of	service
(14)	Defines	the	types	of	health	care	provider	(expanded	for	behavioral	health)
(21)	and	(22)	– Medical	Group	Management	Association	(MGMA)	surveys

Section	2.	Provider	Participation	requirements
Must	be	enrolled	in	Medicaid	program

Section	3.	Standard	Reimbursement	for	a	Visit	by	a	Recipient	Who	is	not	an	
Enrollee	and	That	is	Covered	by	the	Department
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907	KAR	1:055	PAYMENT	REGULATION

Section	4.	Establishment	of	a	Final	PPS	Rate
(1)(a)	– 100%	of	“Reasonable”	cost	based	on	base	year	upon	completion	of	
desk	review	or	audit	of	a	cost	report

(b)1	– Final	rate	is	prospective	and	2	– not	settled	to	cost
(2)(a)2(c)	– Cost	are	adjusted	if	not	in	operation	at	least	40	hours	per	week
(3)(a)	– Cost	report	is	due	by	end	of	fifth	month	following	base	year

(b)1	– Department	shall	review	cost	report	within	90	days	of	receipt
(b)2	– Notify	RHC	is	additional	information	is	needed
(c)	a,b – RHC	must	provide	requested	information	within	30	days	or	request	an	
extension	beyond	30	days

2,3	– Only	one	extension	allowed	and	it	can	not	exceed	30	days
(d)	1	– If	department	does	not	receive	requested	information	or	an	extension	within	
30	days,	the	department	will	reimburse	as	a	non-RHC	until:

a.	Information	has	been	received	and	department	has	established	PPS
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907	KAR	1:055	PAYMENT	REGULATION

Section	4.	Establishment	of	a	Final	PPS	Rate	(cont’d)
(d)2(e)	– Department	shall	review	paid	claims	listing	for	the	period	of	time	
corresponding	to	the	cost	report
(f)2	– Paid	claims	listing	will	not	be	requested	until	14	months	after	year	end	to	
allow	adequate	time	for	claims	adjudication
Final	PPS	rate	will	establish	final	PPS	rate	within	45	days	of	reviewing	paid	claims	
listing
(4)	– Provider	must	submit	statement	of	maximum	hours	per	day,	days	per	week	and	
weeks	per	year

Section	5.	Interim	Reimbursement
(1)(a)	– Until	final	rate	is	established,	interim	rate	is	based	on	average	final	rates	of	
entities	with	similar	caseloads
(2)	– If	no	entity	with	similar	caseload	exists,	cost	reporting	methods	will	be	used	
(3)	– Once	final	rate	is	established,	department	will	retroactively	adjust	
reimbursement
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907	KAR	1:055	PAYMENT	REGULATION

Sections	6	and	7	n/a	for	RHCs
Section	8.	Supplemental	reimbursement	(wrap	payments)
Section	9.	Alternative	Payment	Methodology

(1)(a)	– Final	PPS	must	exist	and	must	request	in	writing
(b)1	– 125	percent	of	Medicare	limit	as	of	September	30,	2014
(b)	2	– not	adjusted	for	inflation	
(2)(b)	– Effective	date	shall	not	precede	date	in	which	the	department	received	
the	request	for	the	APM
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MEDICAID	UNIVERSAL	COST	REPORT

Examples	of	data	required	for	cost	report	(not	inclusive)
Medicaid	welcome	letter
Trial	balance

Accrual	based
Straight	line	depreciation

Listing	of	salaries	and	hours	of	staff	that	agrees	to	trial	balance
Visits	by	provider	and	payor

Exclude	nurse	only	visits
Exclude	hospitalist	visits
Include	nursing	home	and	home	visits

Total	and	Medicaid	lab	and	x-ray	procedures
Floor	plan	that	includes	square	footage
Identify	any	contract	labor	and	include	hours	for	contracted	providers
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MEDICAID	UNIVERSAL	COST	REPORT

Examples	of	data	required	for	cost	report	(not	inclusive)
Related	party	expenses
Depreciation	schedule	(expense	should	tie	to	trial	balance)
Identify	medical	director	time	and	compensation

Medical	director	required	to	see	patients	
Be	aware	of	MGMA	medians
Owner	draws	(compensation)
Miscellaneous	income	explanation
Marketing	and	advertising	detail
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CHANGE	IN	SCOPE	OF	SERVICE

Purpose	– to	allow	RHCs,	FQHCs	and	FQHC	lookalikes	to	request	
adjustments	to	PPS	rates	based	on	changes	in	type,	intensity,	duration	or	
amount

Most	common	is	change	in	type
OB/GYN/Pre-natal
Pediatrics
Dental	(FQHC)

Change	in	regulations	causing	increased	cost
Capex	not	considered	scope	change
Change	in	ownership	not	considered
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CHANGE	IN	SCOPE	OF	SERVICE

Section	10
(1)b	– Effective	date	that	change	of	scope	occurred
(c)(1)	– Revised	PPS	will	be	calculated	with	MAP	100501
(c)	(2)	– Rebasing	not	allowed
(2)	– Defines	change	in	scope
(3)	– Defines	what	is	not	change	in	scope
(4)(a)	– Addition	of	a	covered	service	restricted	to	addition	of	licensed	
professional	who	can	perform	Medicaid	covered	services	not	being	currently	
performed	in	the	RHC
(5)	– Defines	change	in	intensity
(7)	– Requested	change	in	scope	must:

(a)	Increase	or	decrease	existing	rate	by	at	least	5	percent	and
(b)(c)	– Last	at	least	12	months	and	be	submitted	in	writing
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CHANGE	IN	SCOPE	OF	SERVICE

Section	10
(8)(a)	– Scope	change	submission	requirements

1.	Narrative	describing	the	change
2.	Completed	MAP	100501
3.	Signed	letter	requesting	the	change

(8)(b)	– Information	must	be	received	within	6	months	of	effective	date	of	change	in	
scope
8(c)	– Department	will	review	submission	and	either	approve,	deny	or	request	more	
info
If	approved,	department	will	establish	new	interim	rate
(9)(a)(b)	– A	cost	report	and	completed	MAP	100501	is	required	within	6	months	
containing	12	months	fiscal	year	of	operating	data	that	includes	scope	change
(9)(f)(g)	– if	scope	change	can	be	identified	on	a	paid	claims	listing	the	department	
will	wait	14	months.		If	not,	a	new	PPS	rate	will	be	established	within	90	days
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QUESTIONS?
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THANK	YOU

FOR	MORE	INFORMATION //	For	a	complete	list	of	our	offices	
and	subsidiaries,	visit	*+,-!./ or	contact:

0"122(0$%34*'//	Director
ggrigsby@bkd.com //	502.581.0435


