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(ii) When the FQHC furnishes serv-
ices to a new patient, as defined in
§405.2462(c)(2).

(iii) When a beneficiary receives ei-
ther of the following:

(A) A comprehensive initial Medicare
visit (that is, an initial preventive
physical examination or an initial an-
nual wellness visit).

(B) A subsequent annual wellness
visit.

(c) Payment for care management serv-
ices. For chronic care management
services furnished between January 1,
2016 and December 31, 2017, payment to
RHCs and FQHCs is at the physician
fee schedule national non-facility pay-
ment rate. For care management serv-
ices furnished between January 1, 2018
and December 31, 2023, payment to
RHCs and FQHCs is at the rate set for
each of the RHC and FQHC payment
codes for care management services.
For general care management services
furnished on or after January 1, 2024,
the payment amount is based on a
weighted average of the services that
comprise HCPCS code G0511 using the
most recently available PFS utiliza-
tion data.

(d) Payment for FQHCs that are au-
thorized to bill as grandfathered tribal
FQHCs. Grandfathered tribal FQHCs
are paid at the outpatient per visit rate
for Medicare as set annually by the In-
dian Health Service for each bene-
ficiary visit for covered services. There
are no adjustments to this rate.

(e) Payment for communication tech-
nology-based and remote evaluation serv-
ices. For communication technology-
based and remote evaluation services
furnished on or after January 1, 2019,
payment to RHCs and FQHCs is at the
rate set for each of the RHC and FQHC
payment codes for communication
technology-based and remote evalua-
tion services.

(f) Payment for intensive outpatient
services. Payment to RHCs and FQHCs
is at the rate determined under
§405.2462(j).

[79 FR 25478, May 2, 2014, as amended at 80
FR 71372, Nov. 16, 2015; 83 FR 60073, Nov. 23,
2018; 88 FR 79524, Nov. 16, 2023; 88 FR 82176,
Nov. 22, 2023]

§405.2466

§405.2466 Annual reconciliation.

(a) General. Payments made to RHCs
or FQHCs that are authorized to bill
under the reasonable cost system dur-
ing a reporting period are subject to
annual reconciliation to assure that
those payments do not exceed or fall
short of the allowable costs attrib-
utable to covered services furnished to
Medicare beneficiaries during that pe-
riod.

(b) Calculation of reconciliation for
RHCs or FQHCs that are authorized to
bill under the reasonable cost system. (1)
The total reimbursement amount due
the RHC or FQHC for covered services
furnished to Medicare beneficiaries is
based on the report specified in
§405.2470(c)(2) and is calculated by the
MAC as follows:

(i) The average cost per visit is cal-
culated by dividing the total allowable
cost incurred for the reporting period
by total visits for RHC or FQHC serv-
ices furnished during the period. The
average cost per visit is subject to
tests of reasonableness which may be
established in accordance with this
subpart.

(ii) The total cost of RHC or FQHC
services furnished to Medicare bene-
ficiaries is calculated by multiplying
the average cost per visit by the num-
ber of visits for covered RHC or FQHC
services by beneficiaries.

(iii) The total payment due the RHC
is 80 percent of the amount calculated
by subtracting the amount of deduct-
ible incurred by beneficiaries that is
attributable to RHC services from the
cost of these services. FQHC services
are not subject to a deductible and the
payment computation for FQHCs does
not include a reduction related to the
deductible.

(iv) For RHCs and FQHCs, payment
for pneumococcal, influenza, and
COVID-19 vaccine and their adminis-
tration is 100 percent of Medicare rea-
sonable cost.

(2) The total reimbursement amount
due is compared with total payments
made to the RHC or FQHC for the re-
porting period, and the difference con-
stitutes the amount of the reconcili-
ation.

(c) Notice of program reimbursement.
The MAC notifies the RHC or FQHC
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§405.2467

that is authorized to bill under the rea-
sonable-cost system:

(1) Setting forth its determination of
the total reimbursement amount due
the RHC or FQHC for the reporting pe-
riod and the amount, if any, of the rec-
onciliation; and

(2) Informing the RHC or FQHC of its
right to have the determination re-
viewed at a hearing under the proce-
dures set forth in subpart R of this
part.

(d) Payment of reconciliation amount—
(1) Underpayments. If the total reim-
bursement due the RHC or FQHC that
is authorized to bill under the reason-
able cost system exceeds the payments
made for the reporting period, the MAC
makes a lump-sum payment to the
RHC or FQHC to bring total payments
into agreement with total reimburse-
ment due the RHC or FQHC.

(2) Owverpayments. If the total pay-
ments made to a RHC or FQHC for the
reporting period exceed the total reim-
bursement due the RHC or FQHC for
the period, the MAC arranges with the
RHC or FQHC for repayment through a
lump-sum refund, or, if that poses a
hardship for the RHC or FQHC, through
offset against subsequent payments or
a combination of offset and refund. The
repayment must be completed as
quickly as possible, generally within 12
months from the date of the notice of
program reimbursement. A longer re-
payment period may be agreed to by
the MAC if the MAC is satisfied that
unusual circumstances exist which
warrant a longer period.

[67 FR 24976, June 12, 1992, as amended at 61
FR 14657, Apr. 3, 1996; 79 FR 25478, May 2,
2014; 86 FR 65662, Nov. 19, 2021]

§405.2467
PPS.

(a) Cost reporting. For cost reporting
periods beginning on or after October 1,
2014, FQHCs are paid the lesser of their
actual charges or the FQHC PPS rate
that does all of the following:

(1) Includes a process for appro-
priately describing the services fur-
nished by FQHCs.

(2) Establishes payment rates for spe-
cific payment codes based on such ap-
propriate descriptions of services.

Requirements of the FQHC

42 CFR Ch. IV (10-1-24 Edition)

(3) Takes into account the type, in-
tensity and duration of services fur-
nished by FQHCs.

(4) May include adjustments (such as
geographic adjustments) determined by
the Secretary.

(b) Initial payments. (1) Beginning Oc-
tober 1, 2014, for the first 15 months of
the PPS, the estimated aggregate
amount of PPS rates is equal to 100
percent of the estimated amount of
reasonable costs that would have oc-
curred for that period if the PPS had
not been implemented.

(2) Payment rate is calculated based
on the reasonable cost system, prior to
productivity adjustments and any pay-
ment limitations.

(c) Payments in subsequent years. (1)
Beginning January 1, 2016, PPS pay-
ment rates will be increased by the per-
centage increase in the Medicare eco-
nomic index.

(2) Beginning January 1, 2017, PPS
rates will be increased by the percent-
age increase in a market basket of
FQHC goods and services as established
through regulations, or, if not avail-
able, the Medicare economic index.

[79 FR 25479, May 2, 2014, as amended at 80
FR 71372, Nov. 16, 2015]

§405.2468 Allowable costs.

(a) Applicability of general Medicare
principles. In determining whether and
to what extent a specific type or item
of cost is allowable, such as interest,
depreciation, bad debts and owner com-
pensation, the MAC applies the prin-
ciples for reimbursement of provider
costs, as set forth in part 413 of this
subchapter.

(b) Typical RHC and FQHC costs. The
following types and items of cost are
included in allowable costs to the ex-
tent that they are covered and reason-
able:

(1) Compensation for the services of a
physician, physician assistant, nurse
practitioner, certified nurse-midwife,
visiting registered professional or Ili-
censed practical nurse, clinical psy-
chologist, clinical social worker, mar-
riage and family therapist, and mental
health counselor who owns, is em-
ployed by, or furnishes services under
contract to a FQHC or RHC.

(2) Compensation for the duties that
a supervising physician is required to
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