
Attachment 4. 19B 

S T A T E  PLAN UNDER TITLE XIX O F  THE SOCIAL SECURITY ACT 

STATE TENNESSEE 

METHODS AND S T A N D A R D S  F O R  ESTABLISHING PAYMENT 
RATES - O T H E R  TYPES O F  CARE 

2 .ki Outpatient Service - Shall be paid in accordance with Medicare principles of 
cost reimbursement as set w t in the Medicare provider reimbursement 
manual in effect on October 1, 1982, except that the lower of cost or 
charges deterrnination will be made separately and without consideration of 
inpatient cost or charges. 
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Attachment 4.19B 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

STATE TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

EMERGENCY PAYMENT METHODOLOGY 

This methodology applies only to services which were formerly covered under the TennCare 
managed care program. It does not apply to Medicare crossover payments or to other services 
not covered under managed care. 

2.a. 1. Outpatient Hospital Services. 

This methodology will be used only during a designated emergency period. It will be 
discontinued at the time that the designated emergency period is determined to have 
ended. 

Outpatient hospital services providers will be reimbursed using the cost-to-charge ratio in 
place as of December 3 1, 1993. In the event there are new providers since December 3 1, 
1993, reimbursement for them will be established using their most recent cost report 
submitted to the Ofice of the Comptroller. 

TN 2000-2 
Supersedes Approval Date 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
STATE: TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

2.b. Rural health clinic services and other ambulatory services hmished by a rural health clinic 
IRHC). 

Payment for covered services provided by RHCs shall be in accordance with the methods of 
payment below: 

X The payment methodology for RHCs will conform to section 702 of the Benefit 
lrnprovernent and Protection Act (BIPA) 2000 legislation. 

X The payment lnethodology for RHCs will confonn to the BIPA 2000 requirements 
Prospective Payment System. 

X The payment methodology for W C s  will conform to the BIPA 2000 requirements for an 
alternative payment methodology. The payment amount detennined under thls 
methodology: 

1) is agreed to by the State and the center or clinic; and 
2) results in payment to the center or clinic of an amount which is at least equal to 

the PPS payment rate. 

The State is using the cost reports filed with Medicare for FY 1999 and FY 2000. For the period 
January 1, 2001 to September 30, 2001, RFICs will be paid their average 1999 and 2000 costs, 
adjusted for any change in scope of services. The RHCs have a variety of fiscal year ends. The 
clinics already have Medicare cost reports so, as a practical matter, the State will use those 
reports. With respect to the fiscal year ends, for the 1999 year, the State will use the clinic year 
end that has the most months in calendar year 1999 and the 2000 year end with the most months 
in calendar year 2000. For a clinic with a March 3 1 fiscal year end, the State will use their FYE 
March 3 1, 2000 cost report for 1999 (because most of the months fall in 1999), and the State will 
use their FYE March 31, 2001 cost report for 2000. These are the two years used to compute the 
average cost for the first part of BlPA and also for computing the prospective rate for the second 
part. 

The State is using the average cost per visit for 1999 and 2000 to compute the prospective 
payment system (PPS) rate. Total costs are divided by total visits for each year and then averaged 
to determine the rate. The PPS rate, effective October 1 ,  2001 will be indexed for a nine-month 
period to July 1,  2002 which will place the rates on the state's fiscal year. From that point on, the 
Medicare Economic Index (MEI) will be applied annually so that the PPS remains on the state's 
fiscal year. 

TN No.: 06-003 
Supersedes Approval Date: 9120106 Effective Date: 1/1/06 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
STATE: TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

The cost reports submitted by the clinics are being desk reviewed, and the cost centers (and visits) 
excluded by Medicare, but covered by Medicaid, are being restored along with the applicable 
overhead costs. Also, cost centers not covered by Medicaid are excluded. 

The RHCs have to undergo a formal Medicare application and approval process for a change in 
their scope of services. The State intends to use this process for this purpose. 

The State has worksheets in place which will compute the changes in scope of services. Clinics 
first inform the State that they have a change and provide the actual costs, visits, and (if 
applicable) square footage allocated to the new services. The change in cost will then be factored 
into an adjusted PPS rate. 

The State is requiring the clinics to subtnit cost reports on a continuing basis even though costs 
will not factor into the PPS in subsequent years. Having the cost reports will aid the State 
auditing effort and will alert the State to any reductions in scope of services that may not have 
been reported. The clinics need only incur a small postage charge to meet this requirement, the 
State is only asking for a copy of their as filed Medicare report. 

For clinics that began operations during the 1999 and 2000 period, the State is using the past year 
cost report filed with Medicare. The State believes that even though one period is a short year, it 
will not impact the average cost per visit. 

For new clinics that qualih after 2000, the State will use the average PPS rate for neighboring 
clinics with similar caseloads. If there are no such similar clinics, the State will use the average 
PPS rate for all clinics on an interim basis until the clinic can provide some projected costs upon 
which the State can base the clinic's projected PPS rate. After the clinic submits its cost report, 
the State will compare projected costs and visits with the actual data, and the State will adjust the 
PPS rate as necessary. 

Within 60 days after the end of each quarter, the RHCs will report to the State actual TennCare 
visits and the corresponding managed care organization (MCO) payments received. The State 
will then make quarterly payments to the clinics for the actual difference between the amount of 
MCO reimbursements received and the B P A  required PPS amount. In the event that a clinic 
does not provide the necessary visits and MCO payments timely, the State will make an estimated 
quarterly payment and reconcile the difference once the actual data for the quarter are received. 

TN NO.: 06-003 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
STATE: TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

Alternative payment methodology: 

The RHCs have a variety of fiscal year ends. The State is using the two most recent Medicare 
cost reports on file as of September 30, 2005, to determine an average cost per visit to determine 
the prospective payment system (PPS) rate. As examples, for a center with a March 31 fiscal 
year end, the State will use its FYE March 31, 2005 and FYE March 31, 2004 cost reports; for a 
center with a September 30 fiscal year end, the State will use its FYE September 30, 2004, and 
September 30,2003 cost reports. 

Total costs are divided by total visits for each of the two cost report periods and then averaged to 
determine the PPS rate, adjusted for any change in scope of services, to be paid to the RHCs for 
the period January 1,  through September 30, 2006. The facility-specific PPS rates will be 
indexed, using the Medicare Economic Index (MEI) for a nine-month period effective for dates of 
service on and after October 1,  2006. The rates will again be indexed for a nine-month period to 
be effective for dates of service on and after July 1, 2007. Thereafter, the (MEI) will be applied 
annually so that the PPS coincides with the State's fiscal year end of June 30. 

The cost reports submitted by the clinics are being desk reviewed, and the cost centers (and visits) 
excluded by Medicare, but covered by Medicaid, are being restored along with the applicable 
overhead costs. Also, cost centers not covered by Medicaid are excluded. 

'The RHCs have to undergo a formal Medicare application and approval process for a change in 
their scope of services. The State intends to use this process for this purpose. 

The State has worksheets in place which will compute the changes in scope of services. Clinics 
would first inform the State that they have had a change in their scope of services and then would 
provide the actual costs, visits, and square footage statistics, as applicable, allocated to the new 
services. The change in costs will be factored into an adjusted PPS rate. 

The State is requiring the clinics to submit copies of the as-filed Medicare cost reports annually, 
though costs will not factor into the PPS in subsequent years. The cost reports will aid the 
auditing effort by alerting the State to any reductions in scope of services that may not have been 
reported. The clinics need only incur a nominal fee to meet this requirement. 

TN NO.: 06-003 
Supersedes Approval Date: 9120106 Effective Date: 111106 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
STATE: TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

For existing clinics that qualify after March 31, 2005, the State is using the most recent cost 
report filed with Medicare to determine its average cost per visit and PPS rate. The State believes 
that although only one period is used, it will not materially impact the average cost per visit. 

For new clinics that qualify after March 31, 2005 (thus having no cost report history), the State 
will use the average PPS rate for neighboring clinics with similar caseloads. If no such clinics 
exist, the State will use the average PPS rate for all clinics statewide on an interim basis until the 
clinic can provide pro forma data, which the State will use to establish an interim PPS rate. After 
the first h l l  year actual cost report is received, the State will compare the pro forma data to the 
actual cost report data and adjust the PPS rate as necessary. 

Within 60 days after the end of each quarter, the RHCs will report to the State the actual 
TennCare visits and the corresponding managed care organization (MCO) payments received. 
The State will then make quarterly payments to the clinics for the actual difference between the 
amount of MCO reimbursements received and the BIPA-required PPS amount. 

Regardless of methodology, paytnent must be at least equal to the BIPA PPS rate. The State will 
compare the alternative rate against the PPS rate on a yearly basis. If the PPS rate is more, then 
the State will reimburse the facility the difference. If the PPS is less, then no recoupment will be 
made. 

-- - - -- - - - 

TN NO.: 06-003 
Supersedes Approval Date: 9120106 Effective Date: 111 106 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

STATE TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

EMERGENCY PAYMENT METHODOLOGY 

This methodology applies only to services which were formerly covered under the TennCare 
managed care program. It does not apply to Medicare crossover payments or to other services 
not covered under managed care. 

2.b.l. Rural health clinic services and other ambulatorv services furnished by a rural health 
clinic. 

This methodology will be used only during a designated emergency period. It will be 
discontinued at the time that the designated emergency period is determined to have 
ended. 

Reimbursement for covered services shall consist of a single rate per visit as determined 
by the Medicare carrier pursuant to 42 CFR 405.2464 through 405.2470. 

TN 2000-2 
Supersedes Approval Date SEP 2 1 2000 Effective Date 7/1/2000 
TN NEW 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
STATE: TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

2.c. Federally qualified health center (FQHC) services and other ambulatory services that are covered 
under the plan and furnished by an FQHC in accordance with section 423 1 of the State Medicaid 
Manual (HCFA-Pub. 45-4). 

Payment for covered services provided by FQHCs shall be in accordance with the methods of 
payment below: 

X The payment methodology for FQHCs will conform to section 702 of the Benefits 
Improvement and Protection Act (BIPA) 2000 legislation. 

X The payment methodology for FQHCs will conform to the BIPA 2000 requirements 
Prospective Payment System. 

X The payment n~ethodology for FQHCs will conform to the BIPA 2000 requirements for 
an alternative payment methodology. The payment amount determined under this 
methodology: 

1) is agreed to by the State and the center or clinic; and 
2) results in payment to the center or clinic of an amount which is at least equal to 

the PPS payment rate. 

The State is using the cost reports filed with Medicare for FY 1999 and FY 2000. For the period 
January 1,  2001 to September 30, 2001, FQHCs will be paid their average 1999 and 2000 costs, 
adjusted for any change in scope of services'. The FQHCs have a variety of fiscal year ends. The 
centers already have Medicare cost reports so as a practical matter, the State will use those 
reports. With respect to the fiscal year ends, for the 1999 year, the State will use the center year 
end that has the most months in calendar year 1999 and the 2000 year end with the most months 
in calendar year 2000. For a center with a March 3 1 fiscal year end, the State will use their FYE 
March 31, 2000 cost report for 1999 (because most of the months fall in 1999), and the State will 
use their FYE March 3 1, 2001 cost report for 2000. These are the two years used to compute the 
average cost for the first part of BlPA and also for computing the prospective rate for the second 
part. 

TN NO.: 06-003 
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STATE PLAN UNDER TITLE XIX OF THE SOCLAL SECURITY ACT 
STATE: TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

The State is using the average cost per visit for 1999 and 2000 to compute the prospective 
payment system (PPS) rate. Total costs are divided by total visits for each year and then averaged 
to determine the rate. The PPS rate, effective October 1,  2001 will be indexed for a nine-month 
period to July 1, 2002 whch  will place the rates on the state's fiscal year. From that point on, the 
Medicare Economic Index (MEI) will be applied annually so that the PPS remains on the state's 
fiscal year. 

The cost reports submitted by the clinics are being desk reviewed, and the cost centers (and visits) 
excluded by Medicare, but covered by Medicaid, are being restored along with the applicable 
overhead costs. Also, cost centers not covered by Medicaid are excluded. 

The FQHCs have to undergo a formal Medicare application and approval process for a change in 
their scope of services. The State intends to use t h s  process for thls purpose. 

The State has worksheets in place which will compute the changes in scope of services. Clinics 
first inform the State that they have a change and provide the actual costs, visits, and (if 
applicable) square footage allocated to the new services. The change in cost will then be factored 
into an adjusted PPS rate. 

The State is requiring the clinics to submit cost reports on a continuing basis even though costs 
will not factor into the PPS in subsequent years. Having the cost reports will aid the State 
auditing effort and will alert the State to any reductions in scope of services that may not have 
been reported. The clinics need only incur a small postage charge to meet this requirement, the 
State is only asking for a copy of their as filed Medicare report. 

For clinics that began operations during the 1999 and 2000 period, the State is using the past year 
cost report filed with Medicare. The State believes that even though one period is a short year, it 
will not impact the average cost per visit. 

For new clinics that qualify after 2000, the State will use the average PPS rate for neighboring 
clinics with similar caseloads. If there are no such similar clinics, the State will use the average 
PPS rate for all clinics on an interim basis until the clinic can provide some projected costs upon 
which the State can base the clinic's projected PPS rate. After the clinic submits its cost report, 
the State will compare projected costs and visits with the actual data, and the State will adjust the 
PPS rate as necessary. 

TN NO.: 06-003 
Supersedes Approval Date: 9120106 Effective Date: 111106 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
STATE: TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

Within 60 days after the end of each quarter, the FQHCs will report to the State actual TennCare 
visits and the corresponding managed care organization (MCO) payments received. The State 
will then make quarterly payments to the clinics for the actual difference between the amount of 
MCO reimbursements received and the BIPA required PPS amount. In the event that a clinic 
does not provide the necessary visits and MCO payments timely, the State will make an estimated 
quarterly payment and reconcile the difference once the actual data for the quarter are received. 

Alternate payment methodology: 

The FQHCs have a variety of fiscal year ends. The State is using the two most recent Medicare 
cost reports on file as of September 30, 2005, to determine an average cost per visit to determine 
the prospective payment system (PPS) rate. As examples, for a center with a March 31 fiscal 
year end, the State will use its FYE March 3 1, 2005 and FYE March 3 1,  2004 cost reports; for a 
center with a September 30 fiscal year end, the State will use its FYE September 30, 2004, and 
September 30, 2003 cost reports. 

Total costs are divided by total visits for each of the two cost report periods and then averaged to 
determine the PPS rate, adjusted for any change in scope of services, to be paid to the FQHCs for 
the period January 1, through September 30, 2006. The facility-specific PPS rates will be 
indexed, using the Medicare Economic Index (MEI) for a nine-month period effective for dates of 
service on and after October 1, 2006. The rates will again be indexed for a nine-month period to 
be effective for dates of service on and after July 1, 2007. Thereafter, the (MEI) will be applied 
annually so that the PPS coincides with the State's fiscal year end of June 30. 

The cost reports submitted by the clinics are being desk reviewed, and the cost centers (and visits) 
excluded by Medicare, but covered by Medicaid, are being restored along with the applicable 
overhead costs. Also, cost centers not covered by Medicaid are excluded. 

The FQHCs have to undergo a formal Medicare application and approval process for a change in 
their scope of services. The State intends to use this process for this purpose. 

- 

TN No.: 06-003 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
STATE: TENNESSEE 

METHODS AIW STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

The State has worksheets in place which will compute the changes in scope of services. Clinics 
would first inform the State that they have had a change in their scope of services and then would 
provide the actual costs, visits, and square footage statistics, as applicable, allocated to the new 
services. The change in costs will be factored into an adjusted PPS rate. 

The State is requiring the clinics to submit copies of the as-filed Medicare cost reports annually, 
though costs will not factor into the PPS in subsequent years. The cost reports will aid the 
auditing effort by alerting the State to any reductions in scope of services that may not have been 
reported. The clinics need only incur a nominal fee to meet this requirement. 

For existing clinics that qualify after March 31, 2005, the State is using the most recent cost 
report filed with R~ledicare to determine its average cost per visit and PPS rate. The State believes 
that although only one period is used, it will not materially impact the average cost per visit. 

For new clinics that qualify after March 3 1, 2005 (thus having no cost report history), the State 
will use the average PPS rate for neighboring clinics with similar caseloads. If no such clinics 
exist, the State will use the average PPS rate for all clinics statewide on an interim basis until the 
clinic can provide pro forma data, which the State will use to establish an interim PPS rate. After 
the first full year actual cost report is received, the State will compare the pro forma data to the 
actual cost report data and adjust the PPS rate as necessary. 

Within 60 days after the end of each quarter, the FQHCs will report to the State the actual 
TennCare visits and the corresponding managed care organization (MCO) payments received. 
The State will then make quarterly payments to the clinics for the actual difference between the 
amount of MCO reimbursements received and the BPA-required PPS amount. 

Regardless of methodology, payment must be at least equal to the B P A  PPS rate. The State will 
compare the alternative rate against the PPS rate on a yearly basis. If the PPS rate is more, then 
the State will reimburse the facility the difference. If the PPS is less, then no recoupment will be 
made. 

- - - - - - 

TN No.: 06-003 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

STATE TENNESSEE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 
RATES - OTHER TYPES OF CARE 

EMERGENCY PAYMENT METHODOLOGY 

This methodology applies only to services which were formerly covered under the TennCare 
managed care program. It does not apply to Medicare crossover payments or to other services 
not covered under managed care. 

2.c. 1. Federally Qualified Health Center (FQHC). 

This methodology will be used only during a designated emergency period. It will be 
discontinued at the time that the designated emergency period is determined to have 
ended. 

For FQHC services which are covered by Medicare, interim payment is not to exceed the 
lesser of: 

(1) the billed amount; or 
(2) 85% of the Medicare rate for the procedure. 

For FQHC services which are not covered by Medicare, interim payment is not to exceed 
the lesser of 

(1) the billed amount; or 
(2) an amount established under a state fee schedule. Aggregate payment will not 

exceed amounts that could reasonably be estimated would have been paid under 
Medicare payment principles. 

Federally qualified health centers will be cost settled annually in order to assure 
reimbursement at 95 percent of reasonable allowable cost in FY 2000, 90 percent in FY 
2001, 85 percent in FY 2002, and 70 percent in FY 2003 as determined from annual cost 
reports. 

TN 2000-2 PI - t  t )  7 , - - p ,  

Supersedes Approval Date Effective Date 7/1/2000 
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STATE PLAN UNDER TITLE X I X  OF THE SOCIAL, SECURITY ACT 
I 

STATE TENNESSEE - 
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 

RATES - OTHER TYPES OF CARE 

Other Laboratory and X-Ray Serv ices  

(1)  Independent Laboratory 

C l i n i c a l  d i agnos t i c  l abo ra to ry  se rv i ces  s h a l l  be reimbursed a t  the  
l e s s e r  o f :  

( a )  b i l l e d  charges ,  o r  
( b )  t h e  M e d i c a r e  f e e  s c h e d u l e  f o r  c l i n i c a l  d i a g n o s t i c  

l abo ra to ry  s e r v i c e s ,  not  t o  exceed t h e  na t iona l  l i m i t a t i o n  
e s t a b l i s h e d  b y  t h e  C o n s o l i d a t e d  Omnibus B u d g e t  
Reconc i l i a t i on  Act of 1985. 

L a b o r a t o r y  p r o c e d u r e s  n o t  c o v e r e d  by t h e  M e d i c a r e  c l i n i c a l  
d i agnos t i c  l abo ra to ry  f e e  schedule s h a l l  be reimbursed a t  the  l e s s e r  
o f :  

( a )  100% of b i l l e d  charges ,or  
( b )  83% of  t h e  u s u a l  and cus tomary  c h a r g e s  a t  t h e  50th 

p e r c e n t i l e ,  o r  
( c )  85% of t h e  s t a t ewide  a r e a  p reva i l i ng  charges a t  the  75th 

p e r c e n t i l e ,  o r  
(d )  100% of t h e  s t a t ewide  maximum f e e  schedule,  where usual 

and customary charges and a r e a  p reva i l i ng  charges do not 
e x i s t .  

When usua l  and customary charges ,  a r e a  p r e v a i l i n g  charges and the 
s ta tewide  maximum f e e  schedule do not e x i s t ,  reimbursement i s :  

(a )  65% of b i l l e d  charges.  

Payment f o r  any of t he  above w i l l  not  exceed the  amount t h a t  would 
have b e e n h a i d  on June 30, 1988. 

AT-88-1 1  
Ef fec t ive  7/1/88 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT 

RATES - OTHER TYPES OF CARE 

Reimbursement is not  t o  exceed the  l e s s e r  o f :  

( a )  100% of b i l l e d  charges,  o r  
( b )  85% of  t h e  u s u a l  and cus tomary  c h a r g e s  a t  t h e  50th 

p e r c e n t i l e ,  o r  
( c )  85% of t h e  s ta tewide  a rea  p r e v a i l i n g  charges a t  the  7 5 t h  

p e r c e n t i l e ,  o r  
(d )  100% of t h e  s ta tewide  maximum f e e  schedule,  where usual  

and customary charges and a r e a  p reva i l i ng  charges do not 
e x i s t  . 

When usua l  and customary charges,  a r e a  p r e v a i l i n g  charges and the 
s ta tewide  maximum f e e  schedule do not e x i s t ,  reimbursement is: 

( a )  65% of b i l l e d  charges.  

Payment f o r  any of t he  above w i l l  no t  exceed the  amount t h a t  would 
have been paid on June 30, 1988. 

AT-88-1 1  
Ef fec t ive  7/1/88 






































































































































































































































































