DEPARTMENT OF HEALTH & HUMAN SERVICES CM ’
Centers for Medicare & Medicaid Services
7500 Security Boulevard, Mail Stop 52-26-12

Baltimore, Maryland 21244-1850 CHNTERS for MEDICARE & MEDICAO SERVICES

Center for Medicaid, CHIP, and Survey & Certification

Mr. Billy Millwee

Associate Commissioner for Medicaid & CHIP JEC -8 201
Health and Human Services Commission

Post Office Box 13247

Austin, Texas 78711

RE: TN 09-34
Dear Mr. Millwee:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 09-34. This amendment addresses the eligibility of
certain large urban hospitals for the urban hospital Upper Payment Limit (UPL) supplemental
payment program. The amendment lists new conditions of participation and clarifies the
methodology the Health and Human Services Commission (HHSC) uses to compute Medicaid
supplemental payments for large urban hospitals. Specifically, language is being added to make
five public hospitals in counties with populations greater than 100,000 eligible for supplemental
payments, in addition to the eleven large urban hospitals already receiving supplemental

payments.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a), and 1923 of the Social Security Act ang the
implementing Federal regulations at 42 CFR 447 Subpart C. As part of the review process the
State was asked to provide information regarding funding of the State share of expenditures
under Attachment 4.19-A. Based upon your assurances, Medicaid State plan amendment 09-34
is approved effective September 1, 2009. We are enclosing the HCFA-179 and the amended plan

pages.

If you have any questions, please call Sandra Dasheiff, CPA at (214) 767-6490.

Sincerely,

indy Mann
Director
Center for Medicaid, CHIP, and Survey & Certification

Enclosures
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State of Texas
Attachment 4.19-A
r Page 10

(tt Inpatient Supplemental Payments to Hospitals

(1) Calculation of the Medicaid Upper Payment Limit (UPL). The inpatient
supplemental payments described in subsections (u) - (z) will be made in
accordance with the applicable regulations regarding the Medicaid upper limit
provisions codified at 42 Code of Federal Regulations (CFR) § 447.272. The
following method is used to reasonably estimate the Medicaid upper limit. The
Medicare Standardized Amount is multiplied by the Medicaid Case Mix derived
using Medicare Relative Weights to yield the Medicare DRG Reimbursement
for Medicaid Claims. Medicare Pass-Through Payments is divided by Medicaid
Discharges to yield Medicare Pass-Through Payments per Discharge. The
Medicare DRG Reimbursement for Medicaid Claims is added to Medicare
Pass-Through Payments per Discharge to yield the Medicare Equivalent
Reimbursement per Discharge per Hospital. This Medicare Equivalent
Reimbursement per Discharge per Hospital is multiptied by Medicaid
Discharges to yield the Medicaid UPL per Hospital.

(2) Definitions. When used in subsections (u) - (z), the following terms have the
following meanings, unless the context clearly indicates otherwise.

(A} Adjudicated Medicaid Claim—A hospitai claim for payment for a covered
Medicaid service that is paid or adjusted by HHSC or another payer.

(B) Disproportionate Share Hospital (DSH)—Hospitals participating in the
Texas Medical Assistance (Medicaid) program that meet the conditions
of participation and that serve a disproportionate share of low-income
patients are eligible for additional reimbursement from the DSH fund.

(C) DSH Limit—DSH Limit has the meaning assigned to the term “hospital
specific limit,” as determined under Appendix 1 to Attachment 4.19-A
(relating to Reimbursement to Disproportionate Share Hospitals).

(D) Publicly-Owned or -Affiliated Hospital—A hospital owned by or affiliated
with a city, county, hospital authority or hospital district.

(3) The supplemental payments authorized for all hospitals identified in
subsections (u) and (z) are subject to the foliowing limits:

{A) For Disproportionate Share Hospitals (DSH), in each fiscal year the
amount of any inpatient supplemental payments and outpatient
supplemental payments will not exceed the hospital's DSH Limit, as
determined under Appendix 1 to Attachment 4.19-A (relating to
Reimbursement to Disproportionate Share Hospitals); and

™ OCI -03Y Approval Date DEC ~8 200 Effective Date_ 1~} ~O
Supersedes TN Olo‘O_el_cl




State of Texas
Attachment 4.19-A
Page 10a.1

(u) Supplemental Payments to Certain Urban Hospltals

(1) Introduction. Supplemental payments are available under this section for
inpatient hospital services provided by eligible publicly-owned or -affiliated
urban hospitals that serve high volumes of Medicaid and uninsured patients.

(2) Eligible hospitals. Supplemental payments are available under this section
for inpatient hospital services provided by publicly-owned hospitals in Bexar,
Brazoria, Dallas, Ector, E Paso, Fort Bend, Harris, Lubbock, Nueces,
Midland, Tarrant, Travis, and Wichita counties; and a hospital located in
Potter County that is affiliated with the Amarillo Hospital District. The publicly-
owned or -affiliated hospital or hospitals in each listed county that incur the
greatest cost(s) for providing services to Medicaid and uninsured patients will
be eligible to receive supplemental payments. No more than two hospitais in
any county will be eligible.

(3) Dates of eligibility. Supplemental payments will be made for inpatient
services on or after July 6, 2001, for hospitals in Bexar, Dallas, Ector, E
Paso, Harris, Lubbock, Nueces, Tarrant, and Travis counties. Supplemental
Payments will be made for inpatient services on or after February 7, 2004, for
hospitals in Midland County. Supplemental payments will be made for
inpatient services on or after May 29, 2004, for a hospital in Potter County
affiliated with the Amarillo Hospital District. Supplemental payments will be
made for inpatient services provided on or after September 1, 2009, for
hospitals in Brazoria, Fort Bend, and Wichita counties, as wel! as any hospital
in Dallas County or Harris County that was not eligible as of February 7,
2004, subject to the limits in paragraph (3) of this subsection (u).

™ Oq = OE)Y Approval Date JiC - § 2 Effective Date 9 -|-O I
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State of Texas
Attachment 4.19-A
Page 10e.1

(z) Suppiemental Payments to Private Hospitals.

(1) Introduction. Private Hospitals with an indigent care affiliation agreement with
a hospitat district or other local government entity and that serve high
volumes of Medicaid and uninsured patients shall be considered eligible to
receive supplemental payments under this section.

(2) Eligible Hospitals. Supplemental payments will be made for inpatient
services on or after June 11, 2005, for eligible private hospitals in Hidalgo,
Maverick, Montgomery, Travis, Bexar, and Webb Counties. Supplemental
payments will be made for inpatient services on or after November 12, 2005,
for all other eligible private hospitals.

™ _ QO a‘ 03 j Approval Date __ JEC -8 200 Effective Date - - o9
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State of Texas
Attachment 4,.19-B
Page 2

4. Outpatient Hospital Reimbursement

(a) Medicaid payments for outpatient hospital services are equal to a percentage of
full, allowable costs and are determined in the following manner:

(1) Interim Medicaid payments are paid for a hospital's allowable Medicaid
Outpatient claim based on the following calculation:

(A) The allowable Medicaid Outpatient charges per claim are multiplied by
the cost reduction percentage, described in (C) below:

(B) the results in (A) are multiplied by each hospital's ratio of cost to
charges as derived from outpatient cost centers contained in the most
recently filed Medicaid Hospital Cost Report (CMS Form 3552). This
result is the Medicaid Outpatient Hospital Services claim interim
payment. :

{C) For services delivered on or after September 1, 2001, the cost reduction
percentage is equal to 84.48 percent of aliowable charges for a high-
volume provider, and B0.3 percent aliowable charges for the remaining
hospitals. A high-volume provider is defined as one that is paid at least
$200,000 during calendar year 2004.

(2) Final Medicaid payment is determined by comparing allowed costs to interim
payments. The State identifies the allowable costs from outpatient cost
centers contained in the hospital fiscal year-end Medicaid Hospital Cost
Report as filed on CMS Form 2552. These costs are reduced by the cost
reduction factor, described in (C) above, and compared to the aggregate
adjudicated interim Medicaid payments for claims with dates of service that
match the corresponding hospital fiscal year-end cost report. This comparison
will result in a payment or recoupment to/from the hospital provider, also
described as an estimate of the total Medicaid outpatient hospital services
costs for each provider. The most recent ratio of cost to charges from the cost
report settiement process is applied to the future interim Medicaid payment in
(4Xa)(1) above and is completed on each “as filed,” amended, or Medicare-
audited cost report. This methodology resuits in an estimate of total Medicaid
outpatient hospital services cost for each provider that is consistent with the
upper payment limit for such services described at 42 CFR 447.321. The
methodology described in this section is applicable to provider-based faciities
as defined at 42 CFR 413.65.

(b) Hospital Ambulatory Surgical Centers (HASC) are reimbursed in accordance with
Attachment 4.18-B, page 7(f), relating to the reimbursement methodology for
Ambulatory Surgical Centers (ASCs).

™ 0‘1—03'1 Approval Date D[C - 8 ?:"l’.) Effective Date E] "] -0 i
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State of Texas
Attachment 4.19-B
Page 2a.1

8. Outpatient Supplemental Payments to Hospitals

(@) The supplemental payments described in this section (8) will be made in
accordance with the applicabie regulations regarding the Medicaid upper limit
provisions codified at 42 C.F.R. §447.321.

(b) Definitions. When used in this section, the following terms have the following
meanings, unless the context clearly indicates otherwise.

(1) Adjudicated Claims— A hospital claim for payment for a covered Medicaid
service that is paid or adjusted by HHSC or another payer.

(2) Disproportionate Share Hospital (DSH)—Hospitals participating in the Texas
Medical Assistance (Medicaid) program that meet the conditions of
participation and that serve a disproportionate share of low-income patients
are eligible for additional reimbursement from the DSH fund.

(3) DSH Limit—DSH Limit has the meaning assigned to the term “hospital
specific limit,” as determined under Appendix 1 to Attachment 4,19-A (relating
to Reimbursement to Disproportionate Share Hospitals) for DSH Hospitals.

(4) Medicaid Allowable Outpatient Hospital Costs—Costs remaining when total
billed outpatient hospital charges are reduced by a hospital outpatient
reduction factor in accordance with subsection 4(a) of Attachment 4.19-B
(relating to Outpatient Hosp'rtal Reimbursement).

(5) Publicly-Owned or -Aﬁiﬁated Hospltal-—A Hospital owned by or affiliated with
a city, county, hospital authority or hospltal district.

PN
" - .t

{c) Supplernental Payment L|rmts

(1) The supplemental payments authorized for all hospitals identified in
subsections 8(e) and 8(f) are subject to the following nmns h

(i) For Disproportionate Share Hospitals (DSH), in each fiscal year the
amount of any inpatient supplemental payments and outpatient
supplemental ;idyrnents may not exceed the Hospitat's DSH lelt as
determined under Apperidix 1 to'Attachiment 4.19-A (refating to -
Reimbursement to Disproportiotiate Share Hospltais) for DSH hospntais

(i) For all eiigible hospitafst the- amokintiof: butpatient supplemental
- payments-dnd fee-for-sehvice Mddicaid outpatient payments the hospital
receives in a fiscalyear may not exceed Medicaid billed charges for
outpatient services provided by the hospltal to fee-for-serwce Medlcaad
recipients in -accordénee (mth 42 CFR '§42t 325 :

™N_O9-03Y Appro'\fdl[)'m'e pES "8 ?01‘0 Effective Date q - "03
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State of Texas
Attachment 4.19-B
Page 2a.2

(2) For all hospitals identified in subsections 8(g) and 8(h), the amount of
outpatient supplemental payments and fee-for-service Medicaid outpatient
payments the hospital receives in a fiscal year may not exceed Medicaid
billed charges for outpatient services provided by the hospital to fee-for-
service Medicaid recipients in accordance with 42 CFR §447.325.

{d) An eligible hospital under sections (8)(e), (8)(f), and (8)(h) will receive quarterly
supplemental payments. The quarterly payments will be the difference between a
hospital's fee-for-service payments for adjudicated outpatient Medicaid claims
during the caiculation period and 100% of Medicaid allowable outpatient hospital
cost for those claims.

(e) Outpatient Supplemental Payments to Certain Urban Hospitals

(1) Iniroduction. Supplemental payments are available under this section (e) for
outpatient hospital services provided by eligible publicly-owned or -affiliated
urban hospitals that serve high volumes of Medicaid and uninsured patients.

(2) Eligible hospitals. Supplemental payments are available under this subsection
(e) for outpatient hospital services provided by publicly-owned hospitals in
Bexar, Brazoria, Daltas, Ector, El Paso, Fort Bend, Harris, Lubbock, Nueces,
Midland, Tarrant, Travis, and Wichita counties; and a hospital located in
Potter County that is affiliated with the Amarillo Hospital District. The publicly-
owned or -affiliated hospital or hospitals in each listed county that incur the
greatest cost(s) for providing services to Medicaid and uninsured patients
may be eligible to receive supplementai payments. No more than two
hospitals in any county may be eligible.

(3) Dates of eligibility. Suppiemental payments witl be made for outpatient
services on or after July 6, 2001, for hospitais in Bexar, Dallas, Ector, El
Paso, Harris, Lubbock, Nueces, Tarrant, and Travis counties. Supplemental
payments will be made for outpatient services on or after June 11, 2005, for
hospitals in Midiand County and a hospital in Potter County affiliated with the
Amarillo Hospital District. Supplemental payments will be made for outpatient
services provided on or after September 1, 2009, for hospitals in Brazoria,
Fort Bend, and Wichita counties, as well as any hospital in Dallas County or
Hamis County that was not eligible as of February 7, 2004,

LT
v
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State of Texas
Attachment 4,19-B
Page 2a.3

(f) Outpatient Supplemental Paymenté. to Private Hospitals

(1) Introduction. Supplemental payments are available under this subsection (f)
for outpatient hospital services provided by eligible private hospitals that
serve Medicaid and uninsured patients.

(2) Eligible Hospitals. Supplemental payments will be made for outpatient
services on or after June 11, 2005 for eligible private hospitals in Hidaigo,
Maverick, Montgomery, Travis, Bexar, and Webb Counties. Supplementat
payments will be made for outpatient services on or after November 12, 2005
for all other eligible private hospitals.

(g) Outpatient Supplemental Payments to State-Owned Hospitals

(1) Introduction. Suppiemental payments will be made each fiscal year in
accordance with this subsection (g) to state govemment-owned or operated
hospitals for services provided to Medicaid patients.

(2) Eligible Hospitals. Supplemental payments are available under this
subsection (g) for outpatient hospital services provided by state government-
owned or operated hospitals. To qualify for a supplemental payment, the
hospital must be owned or operated by the state of Texas.

(3) The amount of the supplemental payment made to each state government
owned or operated hospital is the difference between the Medicaid fee-for-
service outpatient payments received and 100% of the hospital's Medicaid
allowable outpatient hospital cost. Medicaid payments and cost will be based
on the most recent complete fiscal year period of fee-for-service adjudicated
ciaims data.

(h) Outpatient Supplemental Payments to Rural Public Hospitals

(1) Introduction. Supplemental payments are availabie under this subsection (h)
for outpatient hospital services provided by eligible rural public hospitals that
serve of Medicaid and uninsured patients.

(2) Eligible Hospitals. Supplemental payments are available under this
subsection (g) for outpatient hospital services provided by rural public .
hospitals located in a county of less than 100,000 population based on the
most recent federal decennial census.

™m_0O%-03¢Y ApprovalDate )"0 - § 770 Effective Date _ §-(- 09
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State of Texas
Attachment 4.19-A
Page 10a

(B) For all eligible hospitais, the amount of inpatient supplemental payments
and fee-for-service Medicaid inpatient payments the hospital receives in a
fiscal year will not exceed Medicaid inpatient billed charges for inpatient
services provided by the hospital to fee-for-service Medicaid recipients in
accordance with 42 Code of Federal Regulations (CFR) § 447.271.

(4) An eligible hospital under section (u) or (z) wili receive quarterly supplemental
payments. The quarterly payments will be:

(A) For Non-DSH Hospitals, the difference between a hospital's fee-for-
service billed charges for adjudicated inpatient Medicaid claims and all
Medicaid and other payments received during the calculation pericd for
such claims.

(B) For DSH Hospitals, the lesser of:

(i) The difference between a hospital's fee-for-service billed charges for
adjudicated inpatient Medicaid claims and all Medicaid and other
payments received during the calculation period for such claims; or

(i) One fourth of the difference between the hospital's DSH Limit and the
hospital's DSH payments for the federal fiscal year.

(5) Atthe time the 4™ quarter payment is made for a given federal fiscal year, an
eligible hospital under section (u) or (z) may be paid any unfunded
supplemental payment for which they were eligible to receive from the first 3
quarters of the federai fiscal year.
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