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Key Considerations in Estimating the Budgetary Effects of Restricting  

Federal Funds to Certain Family Planning Providers in Medicaid 
 

 
A recent Congressional Budget Office (CBO) cost estimate1 for eliminating Federal Payments to 
Prohibited Entities does not appear to include the substantially higher rates that FQHCs receive 
compared to the providers who will be considered prohibited from delivering basic family planning 
services in its estimates of budgetary effects. Based on a comparison M2 performed of a sample of 
state Medicaid rates for FQHCs vs. family planning providers, it appears the CBO estimate did not 
consider that FQHCs are reimbursed at rates from 72% to 894% higher for the most common 
family planning services. A more detailed analysis from CBO should be sought to better estimate 
the budgetary effect of this provision as it appears Medicaid spending could increase substantially 
relative to the CBO cost estimates published in May 2025. 
 
Background 
Estimating the budgetary effects of changes to Medicaid provider types necessitates an 
understanding of the different reimbursement methodologies used by states. If patients are to 
receive family planning services in an FQHC setting, those reimbursement amounts will almost 
always be higher than if the patient receives the same service in a clinic setting. As such, the 
federal funding outlay will be higher if patients receive care in the higher priced setting. Below is 
brief explanation of the two reimbursement methodologies of importance to the CBO’s cost 
estimate related to family planning services. 
 
FQHC Reimbursement Methodology 
Federally-qualified health centers (FQHCs) are reimbursed for services provided to Medicaid-
eligible individuals under a Prospective Payment System (PPS) methodology consistent with 
requirements of The Budget Improvement and Protection Act of 2001 (BIPA).2 FQHC services are a 
required Medicaid service and states may not pay less than the PPS rate. A CMS Dear State Health 
Official and State Medicaid Director Letter explaining the BIPA requirements states that BIPA 
“includes an option for a state and an FQHC…to agree to an alternative payment methodology 
(APM) that provides for payment of at least the same amount as would otherwise be required under 
the PPS.”3 The payment methodology applies to health centers regardless of whether they are paid 
directly by their state Medicaid programs on an encounter basis or through participation in 
managed care arrangements.” 
 
The BIPA methodology is based on FQHCs’ 1999-2000 cost reports and is trended forward annually 
by an inflator tied to the medical economic index (MEI). The unified payment is made on an 
encounter (i.e., bundled procedures) basis, not per service or procedure. As the Centers for 
Medicare & Medicaid Services (CMS) clarified in a State Health Official sub-regulatory guidance in 
February 2010, “Unlike a cost-based reimbursement system, a PPS establishes a provider’s 

 
1 CBO. “Estimated Budgetary Effects of a Bill to Provide for Reconciliation Pursuant to Title II of H. Con. Res. 14, the One Big Beautiful Bill 
Act,” May 20, 2025. https://www.cbo.gov/publication/61420 
2 42 U.S.C. §1396a(bb)(2-6) 
3 CMS. State Health Official Letter SHO #16-006. “FQHC and RHC Supplemental Payment Requirements and FQHC, RHC, and FBC 
Network Sufficiency under Medicaid and CHIP Managed Care.” April 26, 2016. https://www.medicaid.gov/federal-policy-
guidance/downloads/SMD16006.pdf 
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payment rate for a service before the service is delivered; the rate is not dependent on the 
provider’s actual costs or the amount charged for the service.”4 This payment methodology 
essentially sets a federal floor for FQHCs.5 

What does this mean in practice? At an FQHC, a patient visit that includes the examination of a 
rash, a sore throat and a health care provider answering questions about the side effects of a 
medication, would, under most circumstances be reimbursed at a flat rate (either the PPS or an 
APM of at least the PPS amount). In other words, the simplest office visit pays at the same rate as a 
much more complex visit. Payment for some items, though very few, are outside the set 
reimbursement rate, for example, drugs and devices are often paid separately. In most states, that 
same patient visit at a family planning clinic would be reimbursed based on each service provided 
according to a fee schedule (fee-for-service) published by the relevant state agency. Published 
rates for a simple office visit to prescribe contraceptives are far below the PPS rate for an FQHC. 

Family Planning Services in Medicaid 
Federal law requires state Medicaid programs to cover “family planning services and supplies 
furnished (directly or under arrangements with others) to individuals of child-bearing age (including 
minors who can be considered to be sexually active) who are eligible under the State plan and who 
desire such services and supplies.”6 Further, family planning is a required service of all FQHCs, as 
per §330 of the Public Health Service Act.7 Although the term “family planning services and 
supplies” is not defined in federal statute or regulation, CMS has routinely identified birth control 
drugs and devices, including oral contraceptives and long-acting reversible contraceptives 
(LARCs), for example, intrauterine devices (IUDs) and implants, as family planning services and 
supplies.8 While contraception is a primary service of family planning, state Medicaid programs 
may also choose to cover what CMS calls “related family planning services”, for example health 
education and promotion or testing and treatment for sexually transmitted infections, if they are 
provided in the context of a family planning visit.9 

In a national survey of more than 1,800 women of childbearing age in 19 community health centers 
across the U.S., the Jacobs Institute of Women’s Health and the Geiger Gibson/RCHN Community 
Health Foundation Research Collaborative, both part of the Milken Institute School of Public 
Health at the George Washington University, highlighted the most common family planning 
services sought by women in Medicaid (see Table 1).10   

4 CMS. State Health Official Letter SHO #10-004. “Prospective Payment System for FQHCs and RHCs.” February 10, 2010. 
https://www.medicaid.gov/Federal-Policy-Guidance/downloads/SHO10004.pdf 
5 Shin, P et al., Geiger Gibson RCHN Community Health Foundation Issue Brief #45, “Community Health Centers and Medicaid Payment 
Reform: Emerging Lessons from Medicaid Expansion States,” October 11, 2016. http://www.rchnfoundation.org/wp-
content/uploads/2016/10/GG-CMWF-Brief-45-Final-for-10-11-16-release-JS-SR.pdf
6 42 U.S.C. § 1936d(a)(4)(C); 42 U.S.C. 1396u-7(b)(7) (extending coverage of family planning services and supplies to the new adult 
(Medicaid expansion) group).  
7 42 U.S.C. §254b(b)(1)(A)(i)(gg) 
8 CMS. State Medicaid Manual § 4270(B)(1).  
9 CMS. State Medicaid Director Letter SMDL #14-003. “Re: Family Planning and Family Planning Related Services Clarification,” April 16, 
2014. https://www.medicaid.gov/Federal-Policy-Guidance/Downloads/SMD-14-003.pdf 
10 Wood, S et al., Geiger Gibson RCHN Community Health Foundation Issue Paper 63, "Patient Experiences With Family Planning in 
Community Health Centers," February 2015. http://hsrc.himmelfarb.gwu.edu/sphhs policy ggrchn/63 
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APPENDIX 1. Description of CPT Codes23 
Detailed description of Current Procedural Terminology (CPT®) codes used for this analysis. 
 

CPT Code Detailed Description 
99203 Office or other outpatient visit for the evaluation and management of a new 

patient, which requires these 3 key components: A detailed history; A detailed 
examination; Medical decision making of low complexity. Counseling and/or 
coordination of care with other physicians, other qualified health care 
professionals, or agencies are provided consistent with the nature of the 
problem(s) and the patient's and/or family's needs. Usually, the presenting 
problem(s) are of moderate severity. Typically, 30 minutes are spent face-to-
face with the patient and/or family. 

99213 Office or other outpatient visit for the evaluation and management of an 
established patient, which requires at least 2 of these 3 key components: An 
expanded problem focused history; An expanded problem focused 
examination; Medical decision making of low complexity. Counseling and 
coordination of care with other physicians, other qualified health care 
professionals, or agencies are provided consistent with the nature of the 
problem(s) and the patient's and/or family's needs. Usually, the presenting 
problem(s) are of low to moderate severity. Typically, 15 minutes are spent 
face-to-face with the patient and/or family. 

99385 Initial comprehensive preventive medicine evaluation and management of an 
individual including an age and gender appropriate history, examination, 
counseling/anticipatory guidance/risk factor reduction interventions, and the 
ordering of laboratory/diagnostic procedures, new patient; 18-39 years. 

99395 Periodic comprehensive preventive medicine reevaluation and management 
of an individual including an age and gender appropriate history, examination, 
counseling/anticipatory guidance/risk factor reduction interventions, and the 
ordering of laboratory/diagnostic procedures, established patient; 18-39 
years. 

58300 Insertion of intrauterine device (IUD) 
11981 Insertion, non-biodegradable drug delivery implant 

 
 
  

 
23 AMA. CPT® Code/Relative Value Search. 
https://apps.amaassn.org/CptSearch/user/search/cptSearchSubmit.do?locality=1&keyword=99203 






