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The FQHC Prospective Payment System and why it Matters to California
Background
Federally Qualified Health Centers (FQHCs) are the health home for more than 3 million Californians and are required to provide primary health care services to anyone regardless of patients’ insurance status or ability to pay.  The federal grants that health centers receive under Section 330 of the Public Health Service Act are designed to help health centers offer care on a sliding fee scale for the uninsured.  Congress created a unique Medicaid reimbursement model for FQHCs and Rural Health Clinics, the Prospective Payment System (PPS)
, to ensure that FQHCs’ federal grants were not subsidizing low reimbursement rates from Medicaid.  The Children’s Health Insurance Program Reauthorization Act of 2009 extended PPS reimbursement to CHIP (Healthy Families in California), and beginning in 2014, the same requirement will apply to private insurers selling health plans through state-based insurance exchanges.
PPS and Health Centers: Ahead of the Cost Curve
· FQHCs provide a unique and comprehensive set of services compared to other Medi-Cal providers, to ensure that patients truly have access to a health home.
·  These services  include:

· Core primary health care services such as medical care; dental; mental health and substance abuse services; pharmaceutical services; immunizations; and chronic disease management;

· Additional and unique ancillary services include translation and interpretive services; outreach; transportation; and case management services.
· Unlike other for-profit or private Medi-Cal providers, FQHCs’ payments are not an open-ended, fee-for-service system. 
· PPS rates are intended to pay for multiple procedures or services in one visit are fixed and all-inclusive, meaning that if a patient requires several services at one visit, such as an exam, an x-ray, and a laboratory diagnostic service, it’s provided at no additional cost to State and Federal Medicaid programs.  This unique payment system assures that health centers provide comprehensive, preventive care to keep health care costs down.

· PPS also means that health centers are able to continue using their federal grants to serve the uninsured, a good portion of whom will remain uninsured even after health reform is fully implemented due to immigration status or the inability to afford the premiums and cost-sharing offered in the California Health Benefit Exchange.

PPS is Essential to Health Centers’ Ability to Serve the Neediest Patients
· Medicaid represents 50 percent of California health centers’ total revenue, and is by far the single largest source of health centers’ revenue.

· 44 percent of California’s health center patients are covered by Medi-Cal and Healthy Families.

· Nearly 45 percent of health center patients in California are uninsured; adequate Medicaid reimbursement ensures that scarce federal resources are being used to serve this population, preventing them from seeking far costlier sources of care, such as emergency rooms.

· Although 16 percent of California’s Medicaid patients are served by health centers, health centers’ revenue from Medicaid only accounts for 1.7 percent of California’s total Medicaid expenditures, clearly demonstrating health centers’ cost-effectiveness.

Health Centers Save State Medicaid Agencies Money
· Health centers are cost-effective and save the health care system millions of dollars avoided hospitalizations and emergency room visits.
· Patients who receive the majority of their care at health centers have significantly lower annual costs than non-health center patients.
 For example:
· Patients who used health centers for the majority of their care incurred $3500 in total annual medical expenditures compared with $4594 for non-health center users, for an annual estimated savings in of $1093.  
· Health centers were associated with annual savings of $402 in ambulatory costs (25% less), and $29 in emergency costs (18% less), and $218 for hospital in patient expenditures (or 18 percent less). 
� Established by federal law in 2001, PPS establishes a minimum Medicaid per visit rate for services provided by Federally Qualified Health Centers (FQHC). This payment baseline establishes a unique payment rate for each FQHC. The rate is based on the average of each FQHC's FYI999 and FY2000 reasonable costs per visit and adjusted each year by the Medicare Economic Index (MEI) for primary care.


� Patrick Richard et al. “Cost Savings Associated With the Use of Community Health Centers.” The Journal of Ambulatory Care Management. 35: (January/March 2012): 50–59.
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