Prospective Payment System Proposed for QHCs under the ACA
On September 23, 2013, the Centers for Medicare &
Medicaid Services (CMS) released a proposed rule to
clarify the original language in the Patient Protection
and Affordable Care Act (ACA) regarding developing a
prospective payment system (PPS) for Federally
Qualified Health Centers (QHC).1 QHCs traditionally
provide preventative and primary health services to
underserved areas. Under the proposed rule, payments
for services rendered to more than 21 million people at
almost 9,000 QHC sites nationwide will receive an
estimated 30% increase in payments beginning on
October 1, 2014.2 The new payment structure will
include cost adjustments for geographic variation, and
the higher costs associated with initial and annual
Medicare visits will be transitioned throughout fiscal
year (FY) 2015.3 The estimated encounter-based perdiem base rate for the new PPS is $155.90, an increase
of 22-40% over prior upper limits for QHCs (rural:
$110.78, and urban: $128). In addition to payment
changes for QHCs, the proposed rule upholds the
ACA’s requirement that a beneficiary’s copayment be
no higher than 20% of the total payment. 4
The Health Center Program that runs QHCs is
administered by the Health Resources and Services
Administration (HRSA).
On September 13, the
Department of Health and Human Services (HHS)
announced that, in addition to the $19 million in awards
from the ACA to be utilized towards establishing 32
new health care delivery sites, another $48 million will
be given to HRSA to support ongoing operations and
quality improvement activities at already established
QHC sites.5
Other proposed changes not related to payment and cost
schema include the approval for rural health clinics to
contract with midlevel providers, e.g., physician
assistants and nurse practitioners.6 While ongoing
debates between physician and midlevel provider
organizations concern the relative risks of allowing
certain midlevel providers to act as primary care
practitioners (refer to related article from Health Capital
Topics, Vol. 6, Issue 9), this regulation may benefit
consumers in underserved medical areas affected by
primary care physician shortages.7

underserved medical communities in providing quality
and affordable healthcare to consumers that otherwise
may not be able to afford, or have access to,
preventative and primary care services.
As the
implementation of various healthcare reform measures
continues in the coming months and years, the role of
QHCs should be continuously evaluated to determine
their effectiveness in contributing to the ACA’s goals
and resulting benefits to consumers.
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The support and funding of QHCs is recognized as a
key component to success for the ACA and healthcare
reform. These programs are instrumental in outreach to
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HEALTH CAPITAL
CONSULTANTS (HCC) is an
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
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of the healthcare reimbursement,
regulatory, technological and
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