Capital Projects for Federally Qualified Health Centers (FQHCs)

Effective date: 2/19/14

Pursuant to the authority vested in the Commissioner of Health by Section 2807-z(9) of the
Public Health Law, Section 86-4.16(d) of Title 10 (Health) of the Official Compilation of Codes,
Rules and Regulations of the State of New York is hereby amended to be effective upon

publication of a Notice of Adoption in the New York State Register, to read as follows:

Subdivision (d) of section 86-4.16 of 10 NYCRR is amended to read as follows:

(d) Documented increases in overall operating costs of a facility resulting from capital renovation,
expansion, replacement or the inclusion of new programs, staff or services approved by the
commissioner through the certificate of need (CON) process may be the basis for an application for

revision of a certified rate, provided, however, that such CON approval shall not be required with

regard to such applications for rate revisions which are submitted by federally qualified health centers

or rural health centers which are exempt from such CON approval pursuant to section 2807-z of the

Public Health Law. To receive consideration for reimbursement of such costs in the current rate year,

a facility shall submit, at the time of appeal or as requested by the commissioner, detailed staffing
documentation, proposed budgets and financial data, anticipated utilization expressed in terms of
threshold visits and/or procedures and, where relevant, the final certified costs of construction
approved by the department. An appeal may be submitted pursuant to this paragraph at any time
throughout the rate period. Any modified rate certified or approved pursuant to this paragraph shall be
effective on the date the new service or program is implemented or, in the case of capital renovation,

expansion or replacement, on the date the project is completed and in use.



REGULATORY IMPACT STATEMENT

Statutory Authority:

The statutory authority for this regulation is contained in Public Health Law (PHL)

8 2807-z(9), which authorizes the Commissioner to promulgate regulations implementing the
provisions of PHL 8§ 2807-z, which, among other things, exempts diagnostic and treatment
centers (DTCs) which are federally qualified health centers (FQHCs) from certificate of need
(CON) requirements for capital projects which are budgeted at under $3 million. The rate
regulation revisions presented here are set forth in section 86-4.16(d) of Title 10 (Health) of the
Official Compilation of Codes, Rules, and Regulations of the State of New York (NYCRR) and
allows certain Medicaid rate adjustments related to such CON exempt capital projects.
Legislative Objectives:

PHL 8 2807-z exempts FQHCs from having to seek CON review and approval for certain
capital projects with budgeted costs under $3 million. This will allow such projects to go forward
more quickly. The proposed regulation amendment implements this statute by deleting the
requirement in § 86-4.16(d) for CON approval as a condition for FQHCs to secure Medicaid rate
adjustments associated with such now CON exempt capital projects.

Needs and Benefits:

The proposed regulation implements the provisions of PHL Section 2807-z, which
exempts certain types of diagnostic and treatment centers from CON review for capital projects
under $3 million. As specified in PHL § 2807-z(6) and (7), the exempted facilities are those
which receive federal grant funding reflecting their designation by the federal government as

FQHCs or as rural health centers.



COSTS:
Costs to Private Regulated Parties:

There will be no additional costs to private regulated parties.
Costs to State Government:

The enacted state budget for SFY 2012-13 does not include any state share annually to
cover the anticipated 12 month total incremental cost to the Medicaid Program for providing
reimbursement related to eligible capital projects. As the FQHC payment rate was not effective
until after January 1, 2013, less spending occurred in the 2012-13 fiscal year due to the nine
month delay in implementation.

Costs of Local Government:

Local districts’ share of Medicaid costs is statutorily capped; therefore, there will be no
additional costs to local governments as a result of this proposed regulation.
Costs to the Department of Health:

There will be no additional costs to the Department of Health as a result of this proposed
regulation.

Local Government Mandates:

The proposed regulation does not impose any new programs, services, duties or
responsibilities upon any county, city, town, village, school district, fire district or other special
district.

Paperwork:

No additional paperwork is required to be filed by FQHCs.



Duplication:

This regulation does not duplicate any existing federal, state or local government
regulation.
Alternatives:

No significant alternatives are available. The enhanced reimbursement available to
FQHCs as a result of this proposed regulation ensures that their Medicaid rates reflect
appropriate adjustments related to CON exempt capital projects and are therefore, are reasonable
to meet the needs of the diverse patient populations they serve.

Federal Standards:

The proposed regulation does not exceed any minimum standards of the federal
government for the same or similar subject areas.
Compliance Schedule:

The proposed regulation conforms Medicaid rate regulations with the provisions of
enacted provisions of the Public Health Law. There is no period of time necessary for regulated

parties to achieve compliance with the regulation.

Contact Person: Katherine Ceroalo
New York State Department of Health
Bureau of House Counsel, Regulatory Affairs Unit
Corning Tower Building, Rm. 2438
Empire State Plaza
Albany, New York 12237
(518) 473-7488
(518) 473-2019 (FAX)
REGSQNA@health.state.ny.us



STATEMENT IN LIEU OF

REGULATORY FLEXIBILITY ANALYSIS

No regulatory flexibility analysis is required pursuant to section 202-b(3)(a) of the State
Administrative Procedure Act. The proposed amendment does not impose an adverse economic
impact on small businesses or local governments, and it does not impose reporting, record

keeping or other compliance requirements on small businesses or local governments.



STATEMENT IN LIEU OF

RURAL AREA FLEXIBILITY ANALYSIS

No rural area flexibility analysis is required pursuant to section 202-bb(4)(a) of the State
Administrative Procedure Act. The proposed amendment does not impose an adverse impact on
rural areas, and it does not impose reporting, record keeping or other compliance requirements

on public or private entities in rural areas.



JOB IMPACT STATEMENT

A Job Impact Statement is not required pursuant to Section 201-a(2)(a) of the State
Administrative Procedure Act. It is apparent from the nature and purpose of the proposed rule
that it will not have a substantial adverse impact on jobs or employment opportunities. The
proposed regulation establishes a Federally Qualified Health Center (FQHC) rate-setting
methodology to reimburse Diagnostic and Treatment Centers for the capital costs of less than $3
million which are not subject to the regulation regarding certificate of need process or
requirements. The proposed regulation has no adverse implications for job opportunities.
Rather, the additional revenue generated by FQHCs as a result of the new payment rate may
provide them with the financial resources they need to add staff, thus enhancing their ability to

provide expanded services.
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