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Executive Summary 

PURPOSE:  In the fall of 2012, The California 
Endowment (TCE) commissioned Capital 
Link to conduct a capital needs assessment of 
community clinics and health centers across the 
state of California.  The purpose of the study was 
to determine the current capital plans and needs of 
California community clinics and assess the extent 
to which any funding gaps exist.  The resulting data 
will be used to inform TCE’s development of a 
capital financing program for California community 
clinics and health centers, in collaboration with 
other statewide and national funders.  

RESPONSE:  Information on the current health 
center capital plans was collected using an online 
assessment tool that was sent to 200 California 
community health centers and clinics, including 
all of the 162 Section 330 Federally Qualified 
Health Centers (FQHCs) and FQHC Look-Alike 
organizations in California.  A total of 84 Section 
330 FQHCs and Look-Alikes responded to the 
assessment, representing a 52% response rate for this 
sector; 10 “other” community clinics also responded 
to this survey.1  The responses and the analysis that 
follows can be summarized by the key findings listed 
in the table on the left.

1 Due to the low response rate from the “other” category of community clinics, data was only extrapolated for the 162 FQHCs and Look-Alikes across California.  Throughout 

this report “health center” will be used to refer to FQHCs and Look-Alikes, while “other community clinics” will refer to the Rural Health Clinics, Tribal Health Clinics, Planned 

Parenthood and Free Clinics providing primary care services in California. 

Planned Projects:

85% of responding California clinics and 
health centers have plans to start a capital 
project, the vast majority of these before 
2014

$523 million is the cost of the 
respondents’ planned projects

$1.1 billion is the estimated cost of all 
FQHC and Look-Alike planned capital 
investment

$190 million is the total funding gap 
reported by respondents

$402 million is the extrapolated funding 
gap for all planned projects

1.2 million is the number of NEW patients 
that the $1.1 billion in planned projects 
will enable California health centers to 
serve, for a total of 4.6 million patients 
annually

KEY FINDINGS 
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CAPACITY:  California health centers and clinics 
reported a funding gap half the size of the average 
health center project (one third of total costs 
compared to two thirds nationally based on a 2011 
national health center capital needs assessment), 
suggesting stronger project readiness.

TIMING:   According to respondents, approximately 
29% of the total capital project costs identified are 
from projects anticipated to start prior to Spring 
of 2013.  More than half of the $402 million 
extrapolated funding gap will be needed by the fall of 
2013 for planned capital projects.  

GROWTH CHALLENGES:  As the Medicaid 
(Medi-Cal) expansion and Health Insurance 
Exchange (Covered California) are implemented, 
health centers will face significant challenges in 
raising both debt and equity, as well as pressure to 
grow to scale in time to meet the increasing demand 
for primary care.  In order to serve 5.9 million 
patients by FY16, California health center fixed assets 
will need to grow by $299 million per year, a more 
than 50% increase in annual capital growth from 
previous years.  

Executive Summary (cont) 

All Projects: 
(Planned and Unplanned 
to Meet Expansion Goals)

2.5 million is the total number of new 
patients FQHCs and Look-Alikes anticipate 
serving by 2014, for a total of 5.9 million 
patients annually

$2.26 billion is the total estimated 
additional capital investment needed to 
meet this expansion goal

$1.56 billion is the TOTAL GAP in funds 
in order to serve the goal of 5.9 million 
patients; this is made up of:

-    $402 million is the funding gap for   
  all planned projects, 40% of which                    

            will most likely be funded by debt 

-    $1.16 billion in unplanned projects

KEY FINDINGS (CONT) 
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Capital Project Plans 

Ninety-four California health centers and community clinics responded to the request for information; 85% (80) 
indicated that they had specific plans to initiate 142 capital projects; 69 health centers provided detailed project and cost 
information.  The pie chart shows the breakdown of planned capital project costs (i.e. uses) by activity type, extrapolated 
to all 162 FQHCs and Look-Alikes in California.

•	 The estimated total cost of planned capital projects for the respondents is $522 million.
•	 Average estimated cost per health center, which may include multiple projects, is $8.1 million. 
•	 Extrapolating to the full group of California FQHCs and Look-Alikes, Capital Link estimates that 

planned capital investments for all health centers will total approximately $1.1 billion, 81% of 
which are anticipated to begin before the winter of 2015 (see a later section on Project Timing for 
more detail).

•	 If these planned projects can be funded and built, they should accommodate 1,317 providers2 
and 1.23 million patients over and above the current FQHC and Look-Alike patient base of 3.4 
million.

•	 About 82% of the responding health centers and community clinics indicated that they had set 
growth goals related to Health Reform.

•	 Just over one third (34%) of projects involved co-location or collaborative projects.  Collaboration 
with health departments, other human services organizations and schools were most often listed 
by respondents for both co-location and 
collaboration.  Other frequently listed partners 
for collaboration included pharmacies, housing 
and healthy food retailers.

Project Component
Sample Capital Plans

(Millions $) % Total

Purchase Land or Building $ 86.1 16%

Construction/Hard Costs $316.8 61%

Equipment Purchase $67.5 13%

HIT or EMR Purchase $14.7 3%

Leasehold Improvement $25.6 5%

Refinance Existing Debt $3.4 1%

Other Soft Costs $8.8 2%

TOTAL USES: $522.9 100%

2  Types of provider Full-Time Equivalents (FTEs) include: 

Medical Providers: Physicians, Nurse Practitioners, Physician Assistants, Certified Nurse Midwives. Dental Providers: Dentists and Dental Hygienists. 

Mental Health Providers: Psychiatrists, Licensed Clinical Psychologists, Licensed Clinical Social Workers, and Other Licensed Mental Health Providers. 

Extrapolated Planned Projects, all FQHCs and LALs
(millions of dollars)

Capital Investment Plans:
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Funding of Capital Projects

•	 55% of identified sources are equity and 
45% are debt, which is similar to the 
historic ratio of 60% equity and 40% debt 
Capital Link has observed in prior capital 
projects.  Assuming the 60/40 ratio as an 
average for the $402 million funding gap 
for all FQHC and Look-Alike planned 
projects, the equity need would be $241 
million and the debt requirement would be 
$160 million.

•	 California respondents plan to rely more 
on loans and tax-exempt bonds than the 
national average.  “Other loans” represent 
26% of all planned funding sources 
for California projects (compared to 
14% nationally), and tax-exempt bonds 
represent another 13% of all planned 
sources (compared to 1% nationally3). The 
higher proportion of tax-exempt bonds 
for California as compared to the national 
average may be attributed to the loan 
insurance program offered by Cal-Mortgage, 
enabling eligible health facilities to access 
long-term, fixed rate tax-exempt financing. 

•	 California clinics reported less reliance on 
HRSA capital grants (18%) than health 
centers nationally (33%).  The projected, 
extrapolated HRSA capital grant amount is 
very close to the $133 million awarded to 
California health centers in the most recent 
capital grant cycle in May of 2012.

3  National data from 2011 report by Capital Link:

“Capital Plans and Needs of Health Centers, a National Perspective”

Extrapolated Sources, with Funding Gap
(in millions of dollars)

Sources

Planned 
Sources-    

Respondents        
(millions)

% Total 
Costs

% Planned 
Funding 
Sources

Extrapolated 
Planned 
Sources

Cash or Reserves from     
Operations: $22.8 4% 7% $48.0

Fundraising/Contributions: $55.3 11% 17% $116.9
HRSA Capital Grant: $60.5 12% 18% $128.0
State Grant: $1.8 0% 1% $3.8
Other Grant: $22.5 4% 7% $47.5
Loan with USDA Guarantee: $5.7 1% 2% $12.1
Loan with HRSA Guarantee: $0.1 0% 0% $237.5
Other Loan(s) (Banks, etc.): $87.0 17% 26% $183.9
New Markets or Other      
Tax Credit Program: $27.0 5% 8% $57.0

Tax-Exempt Bonds: $43.5 8% 13% $92.1
Other Sources: $6.6 1% 2% $14.0
Subtotal: 
Identified Planned Sources $332.7 64% 100% $703.5

Identified/Extrapolated 
Funding Gap $190.2 36% $402.3

TOTAL SOURCES: $522.9 100% $1,105.8
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Project Timing

The chart provides detail on the estimated costs for the $1.1 billion in planned projects by the date construction is 
anticipated to begin, and is extrapolated to all 162 FQHCs and Look-Alikes. 

•	 Approximately 29% of the total capital project costs identified are from projects anticipated to start prior to 
Spring of 2013.  This represents 77 projects, with average of total costs of $4.1 million per project.

•	 The estimated project costs for which sources have yet to be identified is depicted in light green.  Not 
surprisingly, projects slated to begin later this year (e.g. the Fall of 2013) have a larger funding gap than 
those anticipated to begin this Spring.  

•	 The largest funding gap in any single timeframe appears to be the fall of 2013, where a funding gap of 
nearly $100 million has been identified for all California FQHCs and Look-Alikes with capital projects in 
the planning process.  The estimated total funding gap for all planned health center projects starting by fall 
of 2013 is $237 million (out of total costs of approximately $550 million, or 134 projects), some of which 
will be funded with debt (typically 40%), the remainder with equity.

Project Costs by Start Date
Extrapolated to ALL FQHCs and Look Alikes
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Funding Gap by Region

Capital Link assessed the capital needs by region4 to better understand the extent to which the need for capital funding 
was spread evenly throughout the state.  The map provides some context to answer this question by displaying the 
funding gap as a percentage of total project costs for each region.

From the map it is clear that the areas of the greatest need are the Mid-Coastal region, where the funding gap is just over 
74% of total project costs, followed by Orange County, where the funding gap is 69% of capital project costs.  The areas 
where the funding gap is smaller are East Bay (23%) and San Diego/Imperial (19%).

4  Regions defined by the California Department of Health’s Diabetes and Pregnancy program.  A list of the counties that can be found within each region has been provided at 

the end of this report.



© 2013 Capital Link                                                 Capital Plans and Needs of  CA Health Centers | 7 

Analysis of Health Reform Expansion Goals and Related Capital Needs 

While the Affordable Care Act (ACA) has set a national goal for health centers of serving 40 million patients, a goal for 
expansion has not been set for California health centers.  However, an expansion goal was self-reported by respondents; 
the assessment tool specifically asked respondents to provide the estimated total number of patients they expected to serve 
by 2014. Eighty-eight percent of all respondents provided figures in response to these questions, including 75 FQHCs 
and Look-Alikes, which combined indicated a goal to serve 2.73 million patients by 2014.  Extrapolated to 162 health 
centers, the data reveals a self-reported collective expansion goal that FQHCs and Look-Alikes aim to serve a total of 
5.9 million patients by 2014.  In calendar year 2011, California FQHCs and Look-Alikes saw a combined 3.4 million 
unique patients,5 indicating that California FQHCs and Look-Alikes expect to serve 2.5 million additional new 
patients by 2014, a 74% increase over current levels.

Capital Link compared the self-reported expansion goal to currently planned projects to determine whether health centers 
plans are sufficient to meet the goal of a total of 5.9 million patients, or 2.5 million new patients by 2014.   Assuming 
health centers can raise an additional $402 million to complete projects totaling $1.1 billion, these projects will likely 
accommodate approximately 1,317 provider FTEs and 1.23 million new patients, for a total of 4.6 million patients 
annually, and still short of the goal of serving a total of 5.9 million patients.  

Based on health center responses to this assessment, as well as cost and utilization data collected and maintained by 
Capital Link, we estimate that health centers will need additional investments of about $1.16 billion beyond 
amounts already identified for currently planned projects, to build the physical capacity necessary to serve a total of 
5.9 million patients annually.  In combination with currently planned projects, this additional capacity brings the total 
capital need of California health centers to $2.26 billion.  These projects should provide the space to 2,693 additional 
providers, enabling FQHCs and Look-Alikes to serve a total of 5.9 million patients annually.

Respondent CA 
Health Centers, 

2013 - 2016

Total Estimated 
Planned Capital 

Projects

Additional Needs 
to Serve a Total of 

5.9 million Patients   
(not yet planned)

Combined 
Current Plans 

Plus Additional 
Needs

Total Capital Cost (billions of $) $0.52 $1.11 $1.16 $2.26

Additional Sq Feet (millions) 1.16 2.45 2.57 5.03

Additional Patients (millions) 0.58 1.23 1.26 2.49

Additional Providers 623 1,317 1,377 2,693

5  Utilization data for FQHCs obtained from 2011 Uniform Data System State Roll-Up report; Look-Alike utilization data from the California Office of Statewide Health Planning and 

Development (OSHPD) 2011 Primary Care Utilization Data.



8 | Capital Plans and Needs of  CA Health Centers                                                  © 2013 Capital Link 

Track Record of Capital Investment and Growth 

In order to assess California health center progress in investing in their physical infrastructure, Capital Link evaluated 
the change in Gross Fixed Assets and Long-Term Debt as they appear on health center audited financial statements for 
FY08 to FY11.  The sample size for each year ranged between 128 and 129 organizations’ audits out of 162 FQHCs and 
Look-Alikes, indicating a sample that represents 79 to 80% of all California health centers in each year.  Based on the 
sample, Capital Link estimated the total state-wide Gross Fixed Assets and Long-Term Debt for all California FQHCs 
and Look-Alikes.6  

•	 California health centers’ Total Gross Fixed Assets grew from $1.04 billion in FY08 to $1.62 billion in 
FY11, an increase of $577 million, or 58%.

•	 Over the same period, Total Debt grew by an estimated $130 million, or by 40%, more slowly than fixed 
assets and actually slowing in its growth rate between FY10 and FY11.

•	 Comparing growth in fixed assets to the growth in debt suggests that $447 million in equity was raised by 
California health centers in order to fund these investments in fixed assets.  Much of this $447 million in 
equity was in grants; between 2008 and 2011, California health centers received $266 million in capital 
grants from HRSA.7  The remaining $181 million was raised through other grants, donations and cash 
reserves.  

•	 An additional $133 million was awarded to health centers in May of 2012 but will not be reflected in 
the financial data in the above chart.  However, with no additional sources of federal grants projected to 
be announced in the near future, California health centers will either need to be more aggressive in their 
private fundraising efforts or rely more on debt sources than they have historically.

6  Total Debt includes Current Portion of Long-Term Debt, Current Portion of Capital Leases, Long-Term Debt and Long-Term Capital Lease Obligations.  This estimate does not 

account for repayments of principal that occurred during the period.

7  California health centers received the following grant amounts from the Health Resources and Services Administration (HRSA): $109.2 million through the Capital Improvement 

Program (CIP), $65.6 million through the Facility Improvement Program (FIP), $91.5 million through the first round of Capital Development grants, and another $133.7 million in 

2012 through the Capital Development Building Capacity and Immediate Facility Improvement programs.
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CA FQHC and Look-Alike Investment in Facilities and Equipment, Owned Only, 
FY08 - FY11
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Not All Capital Assets Are Owned by CA Health Centers

Although California’s health centers are consistently growing to serve new patients, not all of the growth is limited to 
owned facilities.  The chart below illustrates the estimated growth in both owned and leased facilities and equipment (in 
billions), as well as in the number of patients (in millions).

•	 Based on data from past capital needs assesments by Capital Link, health centers own 66% of their facility 
space and lease 34%.  

•	 This combination of ownership and leasing affords health centers the opportunity to meet immediate 
patient needs via leased space while at the same time planning to open and expand health center-owned 
facilities to ensure long-term growth. 

•	 The chart above assumes that the 66% owned/34% leased proportions hold true for California from FY06 
through FY11 and that the costs associated with constructing and/or renovating leased space is similar to 
investing in owned space; the chart illustrates the estimated total investment in health center-occupied 
space over the period.  

•	 The chart also demonstrates a similar growth trajectory (in millions) for the total patients for all California 
FQHCs and Look-Alikes.  Historically patients at California health centers have grown by 42% over 
five years (2006 to 2011). If they are to reach their own self-reported growth goals of serving 5.9 million 
patients by 2014, health centers will have to grow by 74% in just three years. 

          CA FQHC and Look-Alike Investment in Facilities and Equipment,
Owned and Leased, FY06 - FY11
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Projected Future Capital Investments:  Needs and Challenges

The estimated capital investment needed to serve a total of 5.9 million patients is based on the assumption that existing 
health center fixed assets (approximately $2.5 billion) served a baseline of 3.4 million patients in 2011.  Assuming capital 
costs, space requirements and productivity ratios remain consistent, an investment of $2.26 billion in facilities and 
equipment over the next five years will add the infrastructure to serve an additional 2.5 million patients.  

•	 As mentioned in the previous section, California health centers would have to grow by 74% in just three 
years in order to reach 5.9 million patients by 2014.  Given this dramatic expansion and the timing of 
projects, Capital Link made the assumption that this expansion goal will be met closer to 2016.  The 
longer timeframe would require a much more achievable growth rate of 15% per year (compared to 25% 
per year if this growth goal was met by 2014).  

•	 Historically, the California health center patient base has grown at an average annual rate of 8.4%, so the 
revised rate of 15% annual growth in patients is still quite aggressive.  The longer timeframe for expansion 
also takes into account that less than half of the capital investment needed to reach a total of 5.9 million 
patients has been planned at the time of this report.  If only the $1.1 billion in currently planned projects 
have been completed by 2016, California health centers will serve a total of 4.6 million patients, for a more 
modest annual growth rate of 7%.  

•	 To the extent that federal operating grants are reduced or fail to increase as projected – or other critical 
revenue sources are threatened – health centers’ ability to grow will be impaired, which in turn will slow 
the capital development cycle.  A longer capital development trajectory will likely increase capital costs due 
to inflation.

          CA FQHC and Look-Alike Investment in Facilities and Equipment,
Owned and Leased, FY11 and Projected FY12  - FY16
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Relationship between Track Record in Raising Capital and Meeting Future Capital Needs

The unprecedented federal investment of just over $3 billion between FY09 and FY12 in capital grants nationally, with 
$400 million for California health centers, catalyzed a significant number of projects.  The growth occurred during a 
challenging economic environment in which the proportion of debt financing declined substantially. With the current 
federal fiscal crisis, the prospect for additional federal capital grants in the near future is slim.  It is likely that health 
centers will need to rely more heavily on debt to finance their projects, and will also need to seek private sector grants 
from capital campaigns, foundations and other charitable sources to meet their capital needs.  

The chart and table illustrate the likely mix of needed funding sources to 
achieve the $2.26 billion in total capital investment, assuming California 
health centers revert to the typical ratio of 40% debt and 60% equity 
for their projects.  To achieve these goals, California health centers will 
need to increase significantly the volume and pace of capital fundraising 
for owned assets, while also increasing resources for leased assets.  Health 
centers will likely need to increase their ability to secure debt sources 
more than four-fold their historic rate, or 4.6 times the amount of debt 
secured from FY08 to FY11.  Health centers will need to raise twice the 
equity for capital projects by FY16 as they did between FY08 and FY11.  

    
The challenge for these organizations to grow sustainably with sufficient 
capital resources can best be illustrated by comparing annual growth in 
fixed assets.  Between FY08 and FY11, California health center fixed 
assets grew at an average annual rate of $192 million per year.  In order 
to reach 5.9 million patients by FY16, fixed assets will need to grow by 
$299 million per year, a more than 50% increase.  

As the Medicaid expansion and Health Insurance Exchange are implemented in California, it is clear that health centers 
will face significant challenges in raising both debt and equity, as well as in simply growing to scale in time to meet the 
expanded demand for primary care services by 2014. Given the protracted nature of the capital development process, 

from securing all the necessary funding to 
completion of construction, it is imperative 
that California health centers accelerate the 
financing of their planned projects, while 
also rapidly identifying where they will 
locate and how they will fund additional 
projects sufficient to meet the expected 
demand for patient care.

          
Estimated Funding Sources Mix

to Meet Growth Targets
(millions)

Total Raised
FY08 - FY11

(millions)

Total to be Raised
FY12 - FY16

(assuming 60/40 equity/debt)
(millions)

Factor of 
Increase

Debt $129.1 $597.2 4.63
Equity $447.5 $895.7 2.00
Leased $297.0 $769.1 2.59
TOTAL $873.6 $2,262.0

         
        California Health Center Capital Investments
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Respondent Profile

In December of 2012, an online capital needs assessment tool was sent to 
200 California community clinics, including 162 FQHCs and Look-Alikes.  
A total of 94 organizations responded, which translates to a strong response 
rate of 47%.  Of all respondents 84 were FHQCs and Look-Alikes, which 
converts to an even stronger response rate of 52% for this sector.  The 
following charts provide detail on the type, geographic location and budget 
size of the 94 organizations that responded to the survey.

Annual operating budgets in 2011 varied over a wide range, from less 
than $1 million to those with budgets over $100 million.  The greatest 
proportion of responding health centers  was tied between those with budgets 
of $10 to $20 million and $20 to $50 million.  Responding rural health 
centers as a group had a greater proportion of organizations with smaller 
annual budgets, with over 40% with budgets under $5 million, compared to 
over 20% of urban health centers with budgets in this range.  Health centers 
with sites in both urban and rural communities had the greatest proportion of 
organizations with budgets over $50 million.

          Respondents: Urban/Rural

          Respondents: Health Center 

          Operating Budget of All Respondents
current fiscal year (millions) Health Center Operating Budget

current fiscal year (millions)
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Respondent Profile (cont.)

Of the 94 respondents, 85% had at least 
one capital project.  Interestingly, a large 
proportion of health centers (38%) had 
planned at least two projects. 

The chart below provides detail on 
the total project costs for respondents, 
graphed by start date.  Projects 
representing 11% of total costs have 
already begun at the time of publication 
of this report, and another 18% will 
have started prior to April, 2013.  

Number of Projects per Respondent

Project Costs by Start Date
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Respondent Profile (cont.)

The following charts show the distribution of respondents 
relative to all 162 California FQHCs and Look-Alikes 
based on 2011 UDS data, OSHPD data and Capital 
Link’s financial database. 

As outlined by the budget size and region charts, the 
respondents appear to be somewhat skewed towards larger 
health centers.  The most notable differences included an 
over-representation of organizations with budgets between 
$10 and $20 million, and an under-representation of 
health centers with budgets under $3 million.

Regionally, respondents were well represented, 
with a slight over-representation from San 
Diego and Imperial County and an under-
representation from the Mid-Coastal and 
North Coast Regions.  

The table below provides additional detail on 
the counties that can be found in each region 
(as defined by the California Department of 
Public Health). 

8  Regions based on California Department of Public Health:  Diabetes and Pregnancy Program

Respondents vs. All FQHCs & LAL by Region

Respondents vs. All FQHCs & LAL by Region

California Regions 

Region 1 – North Coast
Del Norte, Humboldt, Lake 
Marin, Mendocino, Napa, San 
Francisco, San Mateo, Siskiyou,
Sonoma, Trinity

Region 2 – North Eastern
Alpine, Amador, Butte, Calaveras 
Colusa, El Dorado, Glenn, 
Lassen, Modoc, Nevada, Placer, 
Plumas, Sacramento, San 
Joaquin, Shasta, Sierra, Solano, 
Sutter, Tehama, Tuolumne, Yolo, 
Yuba

Region 3 – East Bay
Alameda, Contra Costa

Region 4 – Mid-Coastal
Monterey, San Benito, San Luis 
Obispo, Santa Clara, Santa Cruz 

Region 5 – Central Valley
Fresno, Kern, Kings, Madera, 
Mariposa, Merced, Stanislaus, Tulare

Region 6 – Los Angeles
Los Angeles, Santa Barbara, Ventura

Region 7 – Inland Counties
Inyo, Mono, Riverside,             
San Bernardino 

Region 8 - Orange
Orange 

Region 9 – San Diego & Imperial
Imperial, San Diego
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