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Center for Medicaid, CHIP, and Survey & Certification

Mr. Billy Millwee
Associate Commissioner for Medicaid & CHIP
Health and Human Services Commission
Post Office Box 13247

Austin, Texas 78711

RE: TN 09-34

Dear Mr. Millwee:

FC - 8 20i0

We have reviewed the proposed amendment to Attachment 4.19-Aof your Medicaid State plan
submitted under transmittal numbet ('TN) 09-34. This amendment addresses the eligibility of
certain large urban hospitals for the urban hospital Upper Payment Limit (UPL) supplemental
payment pmgram. The amendment lists new conditions of participarion and clarifies the
methodotogy 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 lazge urban hospitals already receiving supplemental
payments.

We conducted our review of your submittal according to the statutory requirements at sections
1902(ax2), 1902(a)(13}, 1902(a)(30), 1903(a), and 1923 of the Social Security Act and the
implementing Federal regulations at 42 CFR 447 Subpart C. As part of the review process the
State was asked to pmvide 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 appmved effective September 1, 2009. We aze enclosing the HCFA-179 and the amended plan
pages.

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

5incerely,

i indy ann
Director

Center for Medicaid, CHIP, and Survey & CertificaUon

Enclosures



L'7 i.`u

TRANSMITTAL AND NOTICE OF APPROVAL OF
STATE PLAN MATERIAL

FOR: CENTERS FOR MEDICARE AND NEDICAID SERVICES
09-034

SECURITV ACT (MEDIC/UD)

CENTERS FOR MEDICARE AND MEDICAID SERVICES

CrNs

NEW STATE PLAN  AMENDMENT TO BE CONSIOERE AS NEW PLAN

Sction 7902{aN30NA) of fM Ad
Z C.F.R.  M7.271, 4q.2TZ, 4t7.21.147.S2S

SEE ATTACFIMENT

f`.:J'

j !7
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GOVERNOR'S OFFICE REPORTED NO COMMENT

COMMENTS OF GOVERNOR'SOFFICE ENCLOSED

NO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTI

ChHs Traylor
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State of Texas
Altachment 4.19-A

Page 10

t) Inpatlent Supplemental Paymes 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 StandaMized Amount is mukiplied 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 Haspital is mul6pl'ed by Medicaid
Discharges to yield the Medicaid UPL per Hospital.

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

A}

IB)

C)

D)

Adjudicated Medicaid Claim—A hospitai claim for payment for a covered
Medicaid seivice that is paid or adjusted by HHSC or another payer.
Disproportionate Share Hospital (DSHHospitals participating in the
Texas Medical Assistance (Medicaid) program that meet the conditions
of participafion and that serve a disproportionate share of low-income
patients are eligible for additional reimbursement from the DSH fund.
DSH Limit—DSH Limit has the meaning assigned to the term "hospital
specific limit; as detertnined under Appendix 1 to Attachment4.19-A
relating to Reimbursement to DispropoRionate Share Hospitals).
Publicly-Owned or -Affiliated HospltaA hospital owned by or affiliated
with a city, county, hospital authority or hospital district.

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

A) For DispropoRionate 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

n.i Qg-03 ApprovalDate DEC. 2010 etr«,,eo 9'I'o
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State of Texas
Attachment4.19-A

Page 10a.1

u) Supplemental Payments to Certal Urban Hospitais

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

2) Eligible hospitals. Supplemental payrnents are available under this section
for inpatient hospilal services provided by publicly-owned hospitals in Bexar,Brazoria, Dallas, Ector, EI Paso, Fort Bend, Harris, Lubbock, Nueces,
Midland, Tarrant, Travis, and Wichita counties; and a hospital located in
Potter County that is atfiliated with the Amarillo Hospital District. Trie 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 inany county will be eligible.

3) Dates of eligibility. Supplemental payments will be made for inpatient
servioes on or after July 6, 2001, for hospitals in Bexar, Dallas, Ector, El
Paso, Harris, Lubbock, Nueces, Tarrant, and Travis counties. Supplementa
payments will be made for inpatient services on or after February 7, 2004, forhospitals in Mland County. Supplemental payments will be made for
inpatient services on or after May 29, 2004, for a hospital in Potter Countyaffifiated 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 well as any hospitalin 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).

1N 0 -  
APProval Date  -$ 
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State of Texas
Attachment4.19-A

Page 10e.1

z) Suppiemental PaymerKs to private Hospitals.

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

2) Eligible Hospitals. Supplementai payments wili be made for inpadent
services on or after June 1 t, 2005, for eligible pr'rvate hospitals in Hidalgo,
Maverick, Montgomery, Travis, gexar, and Webb Counties. Supplemental
payments will be made for inpatient services on or after November 12, 2005,for all other eligible private hospitas.

1 Approval peto  -$ 2ai Effective Da[e '9I 09
Supersedes 7N e qQ 
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State of Texas
Attachment 4.19-B

Page 2

4. Outpatlent Hospital Rsimbursement

a) Medicaid payments for outpaGent hospital services are equal to a percerrtage of
full, allowable costs ard are determined in the foliowing manner:

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

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

B) the resufts in (A) are mulHplied by each hospitaPs rado of cst to
charges as derived from outpatient cost centero contained in the most
recently filed Medicaid Hospital Cost RepoR (CMS Form 3552). This
result is the Medicaid Outpatient Hospital Services daim interim
payment.

C) For services delivered on or after September 1, 2001, the cost reduction
percentage is equal to 84.46 percent of allowable charges for a high-
volume provider, and 80.3 percent aliowable charges for the remaining
hospitals. A high-volume provider is dned as one that is paid at least
200,000 during catendar year 2004.

2) Final Medicaid payment is datertnined by comparing allowed costs to interim
payments. The State iden6fies the allowable costs from outpatient cost
centers contained in the hospital fiscal year-end Medicaid Hospital Cost
Report as flled 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 yearnd cost repoR This comparison
will resutt in a payment or recoupment tolfrom 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 settlement process is applied to the future interim Medicaid payment in
4)(a)(1) above and is completed on each "as fiied," amended, or Medicare-
audited cost report. This methodology results 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 secfion is applicable to provider-based facilities
as defined at 42 CFR 413.65.

b) Hospital Ambulatory Surgical Centers (HASC) are reimbursed in accordance with
Attachment 4.19-B, page 7(, rolating to the reimbursemertmethodobgy for
Ambulatory Surgical Centers (ASCs).

nv  R- O 3Y Approval Date  C - S i;; i Effcetive Date q- i-09
Supersedes 77J 07 -- 007



State of Texas

Attachment 4.19-B

Page 2a.1

8. Outpstient Supplemental Payments to Hospltals

a) The supplemental paymertts described in this section (8) will be made in
accordance with the applicable 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 pa6ents
are eligible for additional reimbursement from the DSH fund.

3) DSH Limit—DSH Limit has the meaning assigned to the tertn "hospital
specific limit," as detertnined under Appendix 1 to Attachment 4.19-A (reiating
to ReimbursemeM to Disproportionate Share Hospitals) for DSH Hospitals.

4) Medicaid Allowable Outpatient Hospital Costs—Costs remaining when total
billed outpatient h.ospital charges are reduced by a hospital outpatient
reduction factor in accordanGe with subsedion 4(a) of Attachment 4.19-B
relating to Outpatient Hospitai Reimbursemert).

5) PubliGy-Owned or —Aifiliated Ho,spifal=AFfospital ownetl by or affiliated with
a city, county, hospital authority orhospital district.

c) Supplemental Payment Limits. ,  '

1) The supplemental payments authorizetd, for all hospitals identified in
subsections 8(e) and 8( are sutiject to the following limi{5:  "

i) For Disproportionate Share Hospitats (DSH), in each fiscal year the
amourtt of any inpatieAt supplemerrtal'payments and outlatieM
supplementAl alpments may not exCeetl the Fiospital'sDSH Limit, as
detertnined undefApp@fdix t tb'AttaehmenY4,19-A (Pelatingto •`
Reimbursemertto Dispio50htib7"aceJhat Hospitals) for DSH hospitals;

iij For all eligible hospita4stttle artiotint supplemenCal
paymentsrld#eefor§etvite•AIQloBidoiilpatient'paym@ntsthe hospital
reeeives in a fiscal•yearmBy not ezceaMledicaid billed charges for
outpatient services provided by the hospital to fee-for-service Medicaid
recipierfts in accordnce 4vkh 42 CfRt̀`f:325.'

7N (') 4 0 3y Approval Date 3  -' $ ii EfFective Date q' - O
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State of Texas
Attachment 4.19-B

Page 2a.2

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

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

e) Outpatient Supplemental Payments to Certain Urban Hospitals

1 j Introduction. Supplemental paymeMs are avaable under this section (e) for
outpatient hospital services provided by eligible publidy-owned or -affiliated
urban hospitals that aerve high volumes of Medicaid and uninsured patients.

2) Eligible hospitals. Supplemental payments are available under this subsection
e) for outpatient hospital seryices provided by publicly-owned hospitals in
Bexar, Brazoria, Dalias, Ector, EI Paso, Fort Bend, HaRis, Lubbock, Nueces,
Midland, Tarrant, Travis, and Wichita counGes; and a hospital located in
Potter County that is aliated with the Amarillo Hospital DisMict. The publiGy-
owned or -aliated hospital or hospitals in each iisted counry that incur the
greatest cost(s) for providing services to Medicaid and uninsured paGents
may be eligible ta receive supplemental payments. No more than two
hospitals in any county may be eligible.

3) Dates of eligibility. Supptemental payments will be made for outpatient
services on or after July 6, 2001, for hospitals in Bexar, Dallas, Ector, EI
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 CouMy affiliated with the
Amar+llo Hospital Distrid. Supplemental payments will be made for outpatient
services provided on or after September 7, 2009, for hospitals in Brazoria,
Fort Bend, and Wichita counties, as well as any hospdal in Dallas County or
Hartis County that was not eligible as of February 7, 2004.

C - S ZiJnv 09 - 0 3Y Appmval Date Ef3ective Date 9-1- o q
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State of Texas
Attachment 4.19-B

Page 2a.3

OutpatieM Supplementai Payments to Private Hospitals

1) Introdudion. Supplemental paymeMs are available under this subsection (
for outpatiet hospital services provided by eligible private hospitals that
serve Medicaid and uninsured padents.

2) Eligible Hospitals. Supplemental payments will be made for outpatient
services on or after June 11, 2005 for eligible private hoapitals in Hidalgo,
Maverick, MoMgomery, Travis, Bexar, and Webb Counties. Supplemental
payments will be made for outpaGent services on or after November 12, 2005
for a!I other eligide private hospitals.

g) Outpatient 5upplemental Payments to State-Owned Hospitals

1) introduction. Supplemental payments will be made each fiscal year in
accordance with thisssection (g) to state govemmentwned or opereted
hospitals for services provided to Medicaid patients.

2) Eligibte Hospitals. Supplemental paymeMS are available under this
subsection (g) for outpatient hospital senrices provided by state govemmant-
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 paymeM made to each state govemment
owned or operated hospital is the difference between the Medicaid fee-for-
service outpatierrt payments received and 10096 of the hospital's Medicaid
allowable outpatient hospital.cost. Medicaid payments and cost will be based
on the most receM complete fiscal year period of fee-for-service adjudicated
c{aims data.

h) Outpatient Supplemental Payments to Rural Public Hospitals

1) Introduction. Supplemental payments are availab{e 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 courny of less tha 100,000 population based on the
most recent federal decennial census.

rN _ 09 -0 3y Approval Date ' -- &;]; Ef'ective Date Q' (— O
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State of Texas
Attachment 4.19-A

Page 10a

B) For all eligible hospitals, ihe amount of inpatient supplemental payments
and fee-for-service Medicaid inpatient payments the hospital receives in a
fiscai 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 far adjudicated inpatient Medicaid claims and all
Medicaid and other payments received during the calculation period for
such Gaims.

B) For DSH Hospitals, the lesser of:

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

ii) One fourth of the diflerence between the hospital's DSH Limft and the
hospital's DSH payments for the federal fiscal year.

5) At the tlme 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
supplementaf payment for which they were eiigible to receive fram the first 3
quarters of the federai fiscal year.

TN  I 3 7 Approval Date EC — 8 Zi EtTective Date ' 1 — - 
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