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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
Center for Medicaid & CHIP Services 
233 North Michigan Ave., Suite 600 
Chicago, Illinois 60601 

Financial Management Group/ Division of Reimbursement Review 

Bettina Schneider,   
Colorado Department of Health Care Policy and Financing
1570 Grant Street 
Denver, CO 80203-1818

RE:  Colorado State Plan Amendment TN: #23-0017

Dear Bettina Schneider, 

We have reviewed the proposed Colorado State Plan Amendment, TN: #23-0017 which was 
submitted to the Centers for Medicare & Medicaid Services (CMS) on June 05, 2023. This State 
Plan Amendment updates the Alternative Payment Model (APM) section by increasing the 
partial prospective payment rate 16% for all Principal Accountable Providers (PAP) that 
receive 25% or more of their reimbursement through the APM 2. For PAP that receive less 
than 25% of their reimbursement through the APM 2, they will receive a pro-rated increase 
relative to their percentage of APM 2 reimbursement. 

Based upon the information provided by the State, we have approved the amendment with an 
effective date of July 1, 2023. We are enclosing the approved CMS-179 and a copy of the 
new state plan pages. 

If you have any additional questions or need further assistance, please contact Matthew Klein at 
214-767-4625 or matthew.klein@cms.hhs.gov

Sincerely, 

Todd McMillion 
Division of Reimbursement Review Director 

Enclosures 

July 28, 2023
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5.a. PHYSICIAN SERVICES

Physician services provided by physicians, podiatrists, and optometrists shall be reimbursed 
at the lower of the following: 

1. Submitted charges or
2. Physician services fee schedule as determined by the Department of Health Care Policy

and Financing.

a. The Health First Colorado fee schedule includes all services. The rates are
effective for services on or after the date listed on the Attachment 4.19-B
Introduction Page.

b. Alternative Payment Mode (APM) Code Set. Quality based adjustments to
services in this code set are effective for services on or after the date listed on the
Attachment 4.19-B Introduction Page.

i. Primary Care Medical Providers (PCMP) are identified as a billing entity at
a single location for services, not individual providers.

ii. Colorado Medicaid’s Accountable Care Collaborative (ACC) divides the
state into seven regions. Colorado’s single State agency for administering
Medicaid (the Department) contracts with a Regional Accountable Entity
(RAE) in each region that is accountable for coordinating both physical
health and behavioral health for its enrolled clients. Clients are mandatorily
enrolled in the ACC and connected with a PCMP. The geographical
location of a client’s attributed PCMP determines the client’s RAE
assignment.

iii. Provider Qualifications: Participating PCMPs are the subset of PCMPs
having 500 or more attributed enrollees.

1. A PCMP with fewer than 500 attributed enrolles may petition the
Department to become a participating PCMP. The Department will
grant the petition if it judges that there is sufficient baseline data to
adequately measure quality performance.

2. A PCMP having 500 or more attributed enrollees may petition the
Department to not become a participating PCMP. The Department
will grant the petition if it judges that there is insufficient baseline
data to adequately measure quality performance. The Department
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assumes that it will routinely grant petitions submitted by providers 
new to the practice of medicine or who are newly entering 
participation in the medical assistance program. 

iv. Participating PCMPs will be paid in accordance with paragraph 5.a.2.b in
the September to October timeframe following the completion of the
performance period.

v. Effective October 2022, participating PCMPs will receive a rate
adjustment based on measure and quality performance. However, that
adjustment shall not result in rates less than Health First Colorado fee
schedule less 4%.

vi. The APM Code Set Timeline. According to the following timeline, the
Department will change payment for procedure codes in the APM Code
Set based on a quality modifier determined by the PCMP’s performance on
quality measures in a completed program year. A program year is aligned
with a calendar year.

1. The baseline for quality performance measures is defined as the
most recent program year that has been completed prior to the start
of the next program year.

2. PCMPs participating in the ACC, having 500 or more attributed
ACC enrollees, or PCMPs with less than 500 ACC enrollees who
have petitioned the Department to become a participating PCMP
and such petition has been granted by the Department, will select
quality measures through an online tool at
https://hcpf.colorado.gov/value-based-payments. PCMPs may
select their quality measures through January 31, 2022 and each
January 31 thereafter; this deadline may be extended by the
Department for good cause.

3. An APM quality modifier will be calculated by the Department of
Health Care Policy and Financing no later than August 31 of each
year for each PCMP based on the PCMP’s performance on the
selected quality measures in the previous calendar year.

4. Each PCMP will receive a letter with their quality modifier prior to
October 1, 2022 and each October 1 thereafter. If the Department is
delayed in calculating the quality modifier, or in sending
notification to the providers, payment will follow the Health First
Colorado fee schedule at paragraph 5.a.2.a.
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5. Effective October 1, 2022, a change in payment for procedure
codes in the APM Code Set will be made for PCMPs that
participated in program year 2021 (January 1 – December 31,
2021). Every October 1 thereafter a PCMP will be notified of a
change in payment based on the previous program year.

vii. Effective for dates of service provided on or after October 1, 2022, and
each October 1 thereafter, the quality modifier will adjust, for PCMPs
participating in the APM, rates for services within the APM Code Set. The
quality modifier may reduce rates for services within the APM Code Set to
less than the Health First Colorado fee schedule. The quality modifier may
increase payment for APM Code Set services relative to the Health First
Colorado fee schedule; however, increases above the Health First Colorado
fee schedule shall be, in aggregate, budget neutral relative to APM Code
Set service rates for PCMPs that are adjusted to be below the Health First
Colorado fee schedule. Increases or decreases in provider rates will be
made annually each October 1, through provider specific changes.

1. The quality measures are available on the Department’s website at
https://hcpf.colorado.gov/value-based-payments.

2. Procedures for the APM are explained on the Department’s website
at https://hcpf.colorado.gov/value-based-payments.

3. The Department will provide a web-based tool at
https://hcpf.colorado.gov/value-based-payments that PCMPs can
use to determine the APM rate for each procedure code in the APM
Code Set using the PCMP’s quality modifier.

c. Prospective Payments and Incentive Payments to Non-Federally Qualified
Health Center Primary Care Medical Providers. The payment methodologies
described below are effective for services on or after January 1st, 2022.
i. Definitions

1. Alternative Payment Methodology Program Notification Letter
(Notification Letter): A letter sent to an eligible PAP with the
following factors: Fee for Service Percentage, Partial Prospective
Payment, and the Commendable Threshold defined below. The
Notification Letter shall also include rate effective beginning and
end dates.

2. Alternative Payment Methodology Program Notification Letter
Response (Response Letter): The written response from a PAP
affirming the Participating Physicians that are part of that PAP will
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receive payment pursuant to the calculations described in this 
Section 5.a.2.c of this Attachment to 4.19B of this state plan, 
instead of receiving payment for services as otherwise provided for 
in this State Plan under Section 5.a.2.a and 5.a.2.b of the 
Attachment. The Department will only make payment under this 
Section 5.a.2.c if it receives affirmation from that PAP through this 
Response. The Response must be received ten business days prior 
to the start of the Rate Effective Period by returning a copy of the 
Alternative Payment Methodology Program Notification Letter 
signed by the PAP representative. 

3. Commendable Threshold: A prospectively determined, PAP
specific, cost benchmark that must be met, as described below, in
order for a PAP to earn an incentive payment.

4. Fee for Service Percentage: The percentage amount that is
multiplied by the rate in the Health First Colorado fee schedule.
This percentage is proposed by the PAP for each of its Participating
Physicians. The Fee for Service Percentage, and the effective dates
for that percentage, is memorialized in the Notification Letter sent
by the Department to the PAP and must be affirmed by that PAP
through the Response Letter. A PAP can change their Fee for
Service Percentage by providing the Department with written
notice via submission of a new Response Letter.

5. Historical Data Period: Claims experience from the period of July
1, 2018 to June 30, 2019 are used in the calculation of the Partial
Prospective Payment. Claims experience from the period of July 1,
2020 to June 30, 2021 are used in the calculation of the
Commendable Threshold. To ensure that the historical data used in
rate calculation is appropriate to the payment methodology used
during the rate effective period, patients that are attributed to the
PAP during the historical period, but that have eligibility for
Medicare or who are geographically attributed, are excluded.

6. Incentive Payment: An upside only incentive payment made to
PAPs to incentivize chronic care management. The methodology
for the payment is defined below.

7. Modified APM Code Set: The code set that is included in the
Historical Data Period for setting the Prospective Partial Payment
rate. Also, the Modified APM code set is subject to the Fee for
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Service Percentage during the rate effective period. The Modified 
APM code set is identical to the APM code set that is considered in 
Section 5.a.2.b of Attachment 4.19B of this state plan, except 
services that are defined as family planning are excluded. The 
medical assistance program excludes Long Acting Reversible 
Contraceptive codes from the Partial Prospective Payment 
calculation out of an abundance of caution to ensure 
unambiguously that Qualified Patients have free choice of all 
qualified and willing providers of those Long Acting Reversible 
Contraceptive services as provided for in 42 CFR 431.51. 

8. Participating Physician:
a. A physician that both:

i. Has a primary care taxonomy as listed here:
https://hcpf.colorado.gov/alternative- 
payment-model-2-apm-2

ii. Renders services under the Modified APM
code set where the billing provider for those
services has the same taxpayer identification
number as the PAP.

b. Advance Practice Providers, acting under physician
supervision as provided for in Colorado licensing
statute, are included in the provisions of these 5.a.2.c
pages for the purposes of payment and quality
measurement.

9. Principal Accountable Provider (PAP): A PAP is a Primary Care
Medical Provider (PCMP) in a physician practice that meets the
eligibility criteria established in section 5.a.2.c.ii below.

10. Partial Fee for Service Payment: For the services included in the
Modified APM Code Set provided by the Participating Physician to
Qualifying Patients, the Participating Physician will receive a
discount (Fee for Service Percentage) to the allowable amounts that
would have been paid under the Health First Colorado fee schedule,
for the subset of those codes that are included in the Modified APM
Code Set. The Fee for Service Percentage is included in the
Alternative Payment Methodology Program Notification Letter.
Codes that are in the APM Code Set as defined in 5.a.2.b but that
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are not part of the Modified APM Code Set are not subject to the 
Fee for Service Percentage. 

11. Partial Prospective Payment: An advance payment for some or all
of the fee-for-service revenue that a PAP would have received due
to the reduction in payment due to the acceptance of a Fee for
Service Percentage. The Partial Prospective Payment is equal to the
prospectively calculated estimate of the cost of the Modified APM
Code Set for Qualifying Patients, times 100% minus the Fee for
Service Percentage. For example, if a PAP chooses a Fee for
Service Percentage of 0% that would mean the PAP is taking 100%
of their calculated Partial Prospective Payment. To compensate for
the reduction in payment for the Modified APM Code Set as
provided for in the Partial Fee for Service Payment, the PAP will
receive a monthly payment for each of the PAP’s Qualifying
Patients. That payment is prospectively calculated to be an
equitable replacement to the forgone revenue of the PAP due to the
acceptance of the Partial Fee For Service Payment. However, as
that Partial Prospective Payment is paid prospectively, it may be
greater than, less than, or equal to the revenue foregone as
compared to the payments that could have been made under the
codes in the Modified APM Code Set as provided for in Section
5.a.2.b of this Attachment 4.19B of this State Plan. The Partial
Prospective Payment amount is included in the Alternative
Payment Methodology Program Notification Letter.

12. Performance Year: A calendar year containing one or more Rate
Effective Periods, as provided for in one or more Response Letters.

13. Qualifying Patients: The subset of medical assistance beneficiaries
that are attributed to the PAP (as described below), excluding those
that are assigned to the PAP on the basis of geographical attribution
and excluding those who are eligible for Medicare. The
Participating Physician’s Qualifying Patients will change on an
ongoing basis because of new patient attribution to the PAP,
removal of patients from the list of those attributed to the PAP,
change in attribution reason, and either gain or loss of dual
Medicare and Medicaid enrollment. Furthermore, any beneficiary
who receives Modified APM Code Set services as a benefit defined
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in a CMS approved risk contract is not a Qualifying Patient during 
periods of enrollment in that risk contract. 

14. Quality Threshold: The quality score that must be achieved that
allows the PAP to earn Incentive Payments. Also, comparison of
the Quality Threshold to actual quality measured during the
Performance Year is the first step in the Reconciliation
Methodology.

15. Rate Effective Period: The period of time between the rate effective
beginning and end dates, contained in the Alternative Payment
Methodology Program Notification Letter, and affirmed by a PAP
in an Alternative Payment Methodology Program Notification
Letter Response, where the reimbursement methodology provided
for in this Section 5.a.2.c of this Attachment 4.19B of the State Plan
is in effect. The Rate Effective Period may be different for each
PAP. Rate Effective Periods can begin each quarter within a
Performance Year and will be effective until the PAP terminates
their participation, or a new Rate Effective Period is outlined in a
subsequent quarter. At the beginning of each Performance Year a
new Rate Effective Period will begin, and a new Alternative
Payment Methodology Program Notification Letter and Response
will be generated. Also, a Rate Effective Period ends the day prior
to a new Rate Effective Period begin date, as provided for in a
subsequent Rate Effective Period and memorialized in a Response
Letter. Reasons for a Rate Effective Period after the initial Rate
Effective Period within a Performance Year may include, but are
not limited to, changes provided for a CMS approved State Plan
Amendment that include benefit or rate changes to the Modified
APM Code Set.

ii. PAP Participation
1. A PAP must meet the criteria established in section 5.a.2.b.iii of

this Attachment and participate in that quality measurement
program. As described below, the Partial Fee for Service Payment
and the Partial Prospective Payment are subject to adjustment based
upon quality performance.

a. A PAP must have 500 or more ACC attributed
enrollees. If a PAP with less than 500 enrollees
wishes to join the program, they must opt into the
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Alternative Payment model track one Quality 
Threshold outlined in section 5.a.2.b in order to 
receive the Partial Prospective Payment and 
Incentive Payments. 

b. A PAP must be an established PCMP in the ACC in
the state of Colorado. This program is applicable
statewide.

c. Federally Qualified Health Centers (FQHCs) and
Rural Health Centers (RHCs) are excluded from
being eligible to participate.

d. A PAP can also be a group of PCMPs sharing a tax
ID if the grouping together in a pool supports
improved data quality or statistical credibility.

A Notification Letter Response must be signed by the PAP Representative 
for that PCMP to be qualified as a PAP. This Response Letter 
memorializes the PCMP’s agreement to be a PAP and memorializes 
agreement with the terms of that Response Letter. 

iii. Partial Prospective Payment
1. The PAP will receive a monthly payment for each Qualifying

Patient for services rendered under the Modified APM Code Set.
a. The rate of payment is prospectively calculated by the

Department’s actuaries using Historical Data Period
experience and the PAP’s Qualifying Patients during that
Historical Data Period that would have met the criteria for
being a Qualifying Patient during that period. The
calculation includes all services included in the Modified
APM Code Set for all physician services where the billing
provider shares a tax ID with the PAP and where the
rendering provider has a primary care taxonomy.

b. This rate of payment will reflect an aggregate rate that is
appropriate for the PAP’s Qualifying Patients, indicative
of the PAP’s population mix and the expected utilization
differences between the historical data period and the Rate
Effective Period. The PAP’s historical experience will be
used to inform the actuarial modeling and to determine a
reasonable estimate surrounding member distribution
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across the population cohorts resulting in the Partial 
Prospective Payment. 

c. The rate calculated by the Department is effective for the
Rate Effective Period and is agreed to by the PAP in the
Notification Letter Response.

d. The Partial Prospective Payment will be recalculated for
the PAP before the start of a new performance year and
will be memorialized through a new Notification Letter
Response which creates a new Rate Effective Period.

e. The rate calculation includes a proration based upon the
Fee for Service Percentage. The rate calculation includes a
step where the total amount is multiplied by 100% minus
the Fee for Service Percentage. Choosing a Fee for
Service Percentage of 0% would mean that the PAP will
receive the full Partial Prospective Payment for their
Qualifying Patients at the beginning of the month and will
receive no fee for service payment. Choosing 100% would
mean that the PAP will not receive a Partial Prospective
Payment at the beginning of the month and therefore the
PAP’s Participating Physicians will continue to receive
fee for service payments as provided for otherwise in this
Attachment. However, in that case the PAP would still be
eligible for an Incentive Payment, as described below.

2. Adjustments
a. Provider-Specific Adjustments. Historic claims data is

used which comes from the Department’s MMIS system,
reflecting actual adjudicated and paid claims to providers.
Historic detailed Medicaid eligibility files for the same
time period as the claims data are also used to ensure the
member was eligible at the time of service, and to
determine their final eligibility group for purposes of the
Partial Prospective Payment development and Incentive
Payment thresholds. The populations excluded are those
members who are dually eligible for both Medicaid and
Medicare, and members who are geographically attributed
to a provider based on the Department’s attribution
methodology. The data is first adjusted to account for any
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additional incurred but not reported (IBNR) services to 
ensure a fully completed dataset was used as the starting 
point. The IBNR adjustments were calculated using data 
from 2018 and 2019, employing standard actuarial reserve 
setting techniques. This approach results in IBNR factors 
for each incurred month based on the number of months 
of claims runout related to that incurred month. These 
factors are applied at the monthly level to each provider’s 
historic data and aggregated based on their actual historic 
utilization of Modified APM Code Set services. The final 
base rate for each PAP is then categorized into separate 
rates for six demographic categories of aid (COA), based 
on age, sex, and health status. These include: healthy adult 
female, healthy adult male, disabled adult female, 
disabled adult male, healthy child, disabled child and the 
final rate is a weighted average based on the most recent 
available distribution of a PAP’s Qualifying Patients prior 
to the start of a Performance Year. The base data Partial 
Prospective Payment is then trended forward to account 
for anticipated changes in service mix and utilization 
levels. Trend factors will be developed consistent with 
generally accepted actuarial principles and practices. The 
prospective trend factors will be calculated based on the 
same historic detailed fee for service data underlying the 
development of the Partial Prospective Payment. This data 
will be stratified by the same six categories of aid (COA) 
and split between utilization and unit cost which make up 
the two components of the overall Partial Prospective 
Payment. The data will then be arrayed such that 3-month 
moving averages (MMA), 6 MMA, and 12 MMA could 
be calculated. These resulting averages will be evaluated 
and weighted to best reflect the expected prospective 
annual trend. There is not a pre-determined algorithm 
related to the weighting; it was based on each data 
extracts’ results and varied depending on particular 
nuances within each year and population. The trended 
Partial Prospective Payment is then adjusted for any 
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changes in fee schedule that were effective from the base 
period, to the Performance Year. 

b. Statistical Credibility and Adjustment Using Statewide
Pooled Data. The statistical credibility of each PAP’s
specific attributed membership volume was considered
before calculating a final aggregated Partial Prospective
Payment. This was done by first calculating a minimum
threshold for full credibility, using the standard full
credibility formula. This formula is widely accepted for
use in actuarial credibility analytics. This threshold was
determined to be 1,600 members for the initial year, based
on the SFY19 data used for the Partial Prospective
Payment development. Any PAP that had attributed
membership below 1,600 members in aggregate was
blended with a statewide Partial Prospective Payment
calculation. A partial credibility formula was then used,
which assigns credibility percentages to PAP’s historic
Partial Prospective Payment data equal to the square root
of the ratio of the PAP’s members to the full credibility
number of 1,600 members. This means that a PAP with
500 members will have a lower statistical credibility
percentage than a PAP with 1,500 members. In that
example, the PAP with 500 members would therefore
receive a higher proportion of the statewide average
blended with their historic data than the PAP with 1,500
members. The blending used is based on the partial
credibility percentage for that provider applied to their
historic Partial Prospective Payment data, and the
compliment of the providers partial credibility percentage,
relative to 100%, is applied to the statewide Partial
Prospective Payment. If a PAP was above 1,600 members
in aggregate, no credibility adjustment was necessary. The
statewide Partial Prospective Payment was developed
using the same methodology as the provider specific
Partial Prospective Payment, to ensure they are on a
comparable basis prior to blending.
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c. Future Fee Schedule Adjustments. When the Department
receives CMS approval for future State Plan Amendment
changes to the fee schedule for the Modified APM Code
Set, the Partial Prospective Payment will be adjusted
commensurately.

3. The Partial Prospective Payment will be received by the PAP on the
Friday following the first Tuesday of the month. The Partial
Prospective Payments are processed on the first Thursday after the
first Tuesday and are received by that Friday. This schedule is
subject to be delayed based on holidays or unforeseen operational
issues.

4. The PAP’s Partial Prospective Payment amounts will be made via
the Department’s MMIS.

5. Partial Prospective Payments are subject to a positive or negative
percentage quality adjustment based upon performance in the
model described above in 5.a.2.b.

6. Effective July 1, 2023, the partial prospective payment rate is
increased 16% for all PAP that receive 25% or more of their
reimbursement through the APM 2. For PAP that receive less
than 25% of their reimbursement through the APM 2, they will
receive a pro-rated increase relative to their percentage of APM
2 reimbursement.

iv. Partial Fee for Service Payment
1. A PAP will receive a Partial Fee for Service Payment for services

included in the Modified APM code set for Qualifying Patients.
The Partial Fee for Service amount will be determined by the Fee
for Service Percentage a PAP elected in their Notification Letter
Response to the Department prior to the start of a Rate Effective
Period.

2. If a PAP selects a Fee for Service Percentage of 0% and receives no
fee for service payment, but only Partial Prospective Payment, then
the PAP’s Participating Physicians must shadow bill through the
Department’s MMIS to provide for the necessary data to perform
the Reconciliation, as described below.

3. Partial Fee for Service Payments are subject to a positive or
negative percentage quality adjustment based upon performance in
the model described above in 5.a.2.b.
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v. Attribution Methodology for Qualifying Patients
1. This attribution of Qualifying Patients applies to the payment and

rate calculations described for Partial Prospective Payment, Partial
Fee for Service, and the Incentive Payment. All full-benefit
Medicaid eligible beneficiaries who are enrolled in the Accountable
Care Collaborative and are attributed to a PAP are considered
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Qualifying Patients, with the exceptions of the groups of excluded 
beneficiaries described in the Qualifying Patients definition, above. 

2. At least every six months, Qualifying Patient attribution is
reprocessed to potentially reattribute Qualifying Patients. The
attribution process below applies to all PCMPs including, but not
limited to, PCMPs that have become PAPs through the submission
of a Response Letter. Qualifying Patients who have received
services delivered by other PCMPs may be reattributed. If
reattributed, payments under these 5.a.2.c pages will be only be
made to the PAP’s Participating Physicians for dates of service
within the attribution period. Only Qualifying Patients are used to
calculate or pay the Partial Prospective Payment. For those
beneficiaries that are reattributed to a PCMP that is not a PAP, no
Partial Prospective Payment will be made. Each month, the
Department generated PAP attribution lists will be made available
to the PAP. Partial Prospective Payments to PAPs will change
based on the number of attributed Qualifying Patients each month.
Furthermore, Qualifying Patients may choose a new PCMP at any
time. Attributions will be done using a hierarchical process as
follows:

a. Qualifying Patient’s choice of a PCMP made with
the enrollment broker.

b. Qualifying Patient’s utilization with a PCMP, which
assigns a Qualifying Patient to a PCMP based on
his/her claims or service utilization records during
the most recent 18 months.

c. Qualifying Patient’s family connection, in which a
Qualifying Patient of the same household has a
claims history with a PCMP that is appropriate for
the Qualifying Patient.

d. Geographical attribution, when a member cannot be
attributed based on utilization or family connection.
The beneficiary will be attributed to the closest
appropriate PCMP. Members that are geographically
attributed to a PAP are however not Qualifying
Patients for the purposes of this section 5.a.2.c of
this Attachment.
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3. A Qualifying Patient is attributed to only one PAP at a time.
This eliminates the possibility of duplication of Partial
Prospective Payments to multiple PAPs for the same
Qualifying Patient.

vi. Incentive Payments Based Upon Episodes (Incentive Payments)
1. Purpose:

a. Support Colorado’s shift to value-based purchasing
by rewarding high quality care and outcomes;

b. Encourage clinical effectiveness;
c. Encourage referral to providers who deliver high- 

quality care, when provider referrals are necessary;
d. Use episode-based data to evaluate the costs and

quality of care delivered and to apply incentive
payments; and

e. Establish a PCMP as a PAP for Chronic Condition
Episodes of Care.

2. Complete details including technical information regarding
specific quality and reporting metrics, performance
thresholds and incentive payments are available at the
Colorado Medicaid Primary Care Payment Reform website
at (https://hcpf.colorado.gov/alternative-payment-model-2-apm-2) and
are effective for the performance period beginning January
1st, 2022.

3. Notice: PAPs will receive at least 30 days written notice of
changes to Episode-Based Payments.

4. Episodes: A defined group of related Medicaid covered
services provided to a specific patient over a specific period
of time. The characteristics of an episode will vary according
to the medical condition for which a patient has been treated.
Detailed descriptions and definitions for each episode are
found in the Department’s Primary Care Payment Reform
website located at (https://hcpf.colorado.gov/alternative- 
payment-model-2-apm-2).

5. PAPs: A PAP is held accountable for both the quality and
cost of care delivered to a Qualifying Patient for an entire
episode.

6. Payments: Subject to the incentive payments described
below, providers, including PAPs, deliver care to Qualifying
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Patients and are paid in accordance with the Medicaid 
payment methodology in effect on the date of service. 

7. Thresholds: Thresholds are the upper and lower incentive
benchmarks for an episode of care and are established prior
to the beginning of a performance period. If provider specific
data is unavailable the Department will use a statewide
average. Outliers above the 95th percentile will be removed
from the threshold calculations. The Commendable
Threshold for positive incentive payments includes a
minimum savings rate of 2 percent applied to ensure PAPs
are lowering costs and improving the quality of care
delivered. The thresholds will be updated prior to the final
episodes of care calculation to account for any CMS
approved policy changes that are effective during the
performance period that impact fee for service
reimbursement levels. This adjustment will ensure that the
final threshold is on the same fee schedule basis as the actual
expenditures the provider will be measured against.

8. Episode Risk Adjustment: Chronic condition episodes will
be risk adjusted from a statewide baseline to reflect the risk
of each PAP’s Qualifying Patients. The risk adjustment
methodology is based on observed variation in episode cost
due to category of aid, gender, number of co-morbid chronic
conditions, and the number of and presence of behavioral
health conditions. The risk adjustment methodology is
described on the Colorado Primary Care Payment Reform
Payment website at
(https://hcpf.colorado.gov/bundled-payments).

9. Incentive Payments Based Upon Episodes (Incentive
Payments) promote efficient and economic care utilization
by making incentive payments based on the aggregate valid
and paid claims across a PAP’s episodes of care ending
during the twelve-month performance period specified for
chronic condition episodes. After the conclusion of the full
performance period, eligibility for a positive incentive
payment is determined on an annual basis. Payments are
made no earlier than three months after the end of the
performance period. Payments equal 50% of the difference
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between the actual cost per qualifying chronic condition and 
the Commendable Threshold, if the actual cost is less than 
that Threshold. The Commendable Threshold will be 
calculated using the average cost for 12 qualifying 
conditions over the Historical Data Period. The comparison 
between the Commendable Threshold and the actual 
incurred claims will include a modification of the 
Commendable Threshold to account for any CMS approved 
rate changes that are effective between the acceptance of the 
Commendable Threshold by the provider and the end of the 
performance period. Because the incentive payments are 
based on aggregated and averaged claims data for a 
performance period, payments cannot be attributed to 
specific provider claims. Performance reports will be sent to 
providers on a quarterly basis. 

10. Timing of Incentive Payments: Each PAP that is eligible for
a positive incentive payment and meets the performance
requirements set out in this section shall receive any earned
performance payment no later than 180 days after provider
receipt of its prior-year performance report.

11. No Incentive Payments: If the average episode
reimbursement is higher than the commendable threshold,
the PAP will not receive an incentive payment.

12. Episodes: Effective for those specific episodes with an end
date on or after January 1st, 2022, the defined scope of
services within the following episodes of care are subject to
incentive adjustments. Definitions and additional
information about each episode are available on the
Colorado Primary Care Payment Reform website available
at (https://hcpf.colorado.gov/alternative-payment-model-2-apm-2).

a. Asthma
b. Chronic Obstructive Pulmonary Disease
c. Coronary Artery Disease
d. Hypertension
e. Arrythmia/Heart Blockage
f. Heart Failure
g. Gastro-Esophageal Reflux Disease
h. Crohn’s Disease
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vii. Reconciliation

i. Ulcerative Colitis
j. Low Back Pain
k. Osteoarthritis
l. Diabetes

1. After the conclusion of each Performance Year, the
Department will perform a reconciliation for each PAP.
Typically, this process will occur no more than nine months
after the end of the Performance Year. In no case will the
Department request federal matching for services
administered, eight quarters after original service date. The
Department will allow a six-month run-out period before
conducting the reconciliation process.

2. The data used for that reconciliation will include all Partial
Fee for Service Payments and Partial Prospective Payments,
all of which are made via the Department’s MMIS, for each
particular Performance Year. These sets of payments are only
made on behalf of Qualifying Patients. Other payments made
to PAPs are not included in this reconciliation.

3. Next, the Department will determine the amounts that would
have been paid to PAPs in absence of these 5.a.2.c state plan
pages during that particular Performance Year. These
amounts are from the fee schedule in place at actual dates of
service for Modified APM Code Set services provided to
Qualifying Patients during the Performance Year, without
reduction from the application of a Fee For Service
Percentage.

4. For those PAPs that have a Fee for Service Percentage at 0%,
and therefore have no Partial Fee for Service Payments, the
Department will instead use the mandatorily required shadow
billing to the MMIS of actual utilization of services priced at
the fee schedule in effect at the date of service. Any and all
changes in a PAP’s Fee for Service Percentage during a
Performance Year will be accounted for in the in the
reconciliation process.

5. The Department will compare the amount that would have
been paid to the PAP under the Health First Colorado Fee
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Schedule, as modified on a provider specific basis by the 
quality model defined in section 5.a.2.b, to the actual 
amounts paid to the PAP calculated by summing the Partial 
Fee For Service Payments and the Partial Prospective 
Payments for dates of service during the Performance Year. 

6. If the Health First Colorado Fee Schedule, as modified on a
provider specific basis by the quality model defined in
section 5.a.2.b is higher, in the aggregate, than the actual
amounts paid to the PAP, then the Department will recover
the actual amounts made to the PAP and will replace them
with the fee schedule payments, leading to an aggregate
increase in payments, but only if the PAP met the Quality
Threshold. The Quality Threshold is effective for each
Performance Year and is posted at 
(https://hcpf.colorado.gov/alternative-payment-model-1-apm-1)
and as provided for in this attachment at 5.a.2.b

7. If the Health First Colorado Fee Schedule, as modified on a
provider specific basis by the quality model defined in
section 5.a.2.b is lower, in the aggregate, than the actual
amounts paid to the PAP, then the Department will recover
the actual amounts made to the PAP and will replace them
with the fee schedule payments, leading to an aggregate
decrease in payments, but only if the PAP did not meet the
Quality Threshold, and only subsequent to a PAP’s first
Performance Year. During the first Performance Year of a
PAP, there is no downside risk. The Department will return
the federal share of any overpayment which is remitted when
a PAP does not meet the Quality Threshold in accordance
with the requirements of 42 CFR 433 Subpart F.

8. In all other cases, there is no adjustment to payment as a result
of the reconciliation.
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Telemedicine Services 
Distant Site Transmission Fee: Physician services provided via telemedicine by physicians, 
podiatrists, and optometrists located at eligible distant sites shall be reimbursed a distant site 
transmission fee of $5.00 in addition to the fee for the procedure code billed. 

Originating Site Facility Fee: Eligible originating sites hosting, transmitting, or facilitating 
physician services provided via telemedicine shall be reimbursed an originating site facility 
fee, according to the Department’s fee schedule. An originating site may not bill for assisting 
the distant site provider with an examination. 

Asynchronous Electronic Consultation: To be reimbursed for asynchronous electronic 
consultation, primary care medical providers (PCMPs) must use HCPCS code T1014, and 
specialists must use CPT code 99446. 

Except as otherwise noted in the State Plan, state-developed fee schedule rates are the same 
for both governmental and private providers. The rates are effective for services on or after 
the date listed on the Attachment 4.19-B Introduction Page. 
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