Senate Bill 147 – Payment Reform Pilot Program for
Federally Qualified Health Centers

Summary
Senate Bill 147 authorizes the Department of Health Care Services (DHCS) to conduct an Alternative
Payment Methodology (APM) pilot, beginning no earlier than July 1, 2016. The APM pilot will
provide flexibility and incentives to Federally Qualified Health Centers (FQHCs) to deliver high
quality care.
Background
Annually, the Centers for Medicare and Medicaid (CMS) sets a volume-based federal Prospective
Payment System (PPS) rate for FQHCs. Federal regulations require that FQHC’s reimbursements must
be equivalent to the federal PPS rate.

Current California Model
FQHCs request
“wraparound” rate
if capitation
payment is less
than the PPS rate

Proposed APM Model
DHCS pays PHC
a PMPM
capitation rate

PHC pays FQHCs the
same capitation rate

DHCS no longer pays
“wraparound” rate to
FQHCs

DHCS pays PHC the
PMPM capitation rate,
plus supplemental
capitation

PHC pays FQHCs the PMPM
capitation rate, plus site-specific
supplemental capitation equal to
the PPS rate.

Alternative Payment Methodology (APM)
Additional proposed APM changes include:


Health plans will have a risk corridor. Health plans will assume full responsibilities for all costs
up to 0.5 percent; share responsibilities with DHCS for all costs that exceed 0.5 percent but are
under 1 percent; and shift responsibilities to DHCS if all costs exceed 1 percent.



FQHC have a risk corridor. FQHCs may trigger an annual rate adjustment if utilizations (i.e.
costs) exceed projections by 5 percent in the first year, 7.5 percent in the second year, and
10 percent in the third year. FQHCs shall have the flexibility to experience a lower than
expected visit utilization of up to 30 percent of projected utilization while retaining the full
APM payment.
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Selection Criteria for Participating FQHCs
DHCS and health plans must develop eligibility criteria
to select participating FQHCs for the pilot. PHC
proposes the following FQHC eligibility criteria:

Performance Measures & Program Evaluation
SB 147 requires health plans and FQHCs provide
sufficient data for all parties including utilization
and encounter data to calculate rates
reimbursements, pilot evaluation, and for other
purposes. Additionally, FQHCs will track to
calculate future rates.
DHCS will contract with an independent entity to
evaluate the pilot and report on access to care,
quality of care, patient experience, and overall
outcomes. The evaluation must be completed and
provided to the Legislature within six months
prior to the conclusion of the pilot.
APM Aid Categories
Participating FQHCs will receive APM
capitation payments for specific APM aid
categories. As DHCS is considering eligible
APM aid categories, PHC proposes the following
non-traditional services to be included as APM
services:
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