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CENTERS FOR MEDICARE & MEDICAID SERVICES  
SPECIAL TERMS AND CONDITIONS 

(Amendment Effective Date:  XX XX, 2008) 
 
 
NUMBER:  11-W-00232/6 
 
TITLE:  Texas Women’s Health Waiver 
 
AWARDEE:  Texas Health and Human Services Commission  
 
 
I. PREFACE 
 
The following are the Special Terms and Conditions (STCs) for the Texas Women’s Health 
Waiver Program section 1115(a) Medicaid Demonstration (hereinafter “Demonstration”).  The 
parties to this agreement are the Texas Health and Human Services Commission (State), and the 
Centers for Medicare & Medicaid Services (CMS).  The STCs set forth in detail the nature, 
character, and extent of Federal involvement in the Demonstration and the State’s obligations to 
CMS during the life of the Demonstration.  The STCs are effective the date of approval, unless 
otherwise specified.  All previously approved STCs, waivers, and expenditure authorities are 
superseded by the STCs set forth below.  This Demonstration is approved through December 31, 
2011.   
 
The STCs have been arranged into the following subject areas:  Program Description and 
Objectives; General Program Requirements; Eligibility; Benefits and Delivery Systems; General 
Reporting Requirements; General Financial Requirements; Monitoring Budget Neutrality; 
Evaluation of the Demonstration; and the Service Code List, Attachment A. 
 

II. PROGRAM DESCRIPTION AND OBJECTIVES 
 
The Texas Women’s Health Waiver section 1115(a) Medicaid Demonstration expands the 
provision of family planning services to women of childbearing age with a net family income up 
to 185 percent of the Federal poverty level (FPL), who do not have creditable coverage for family 
planning services, and who are not otherwise eligible for Medicaid, or State and Children’s 
Health Insurance Program (SCHIP).  The objective of the program is to decrease the number of 
Medicaid paid deliveries which will result in a decrease in annual Medicaid expenditures for 
prenatal, delivery, newborn and infant care, and increase the proportion of clients who receive 
assistance with accessing primary care services and comprehensive health coverage. 
 
III.    GENERAL PROGRAM REQUIREMENTS  

 
1. Compliance with Federal Non-Discrimination Statutes.  The State agrees that it must 

comply with all applicable Federal statutes relating to non-discrimination.  These include, but 
are not limited to, the Americans with Disabilities Act of 1990, title VI of the Civil Rights 
Act of 1964, section 504 of the Rehabilitation Act of 1973, and the Age Discrimination Act 
of 1975.  
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2. Compliance with Medicaid Law, Regulation, and Policy.  All requirements of the 
Medicaid programs expressed in law, regulation, court order, and policy statement not 
expressly waived or identified as not applicable in the waiver and expenditure authority 
documents of which these terms and conditions are part, must apply to the Demonstration.   

3. Changes in Medicaid Law, Regulation, and Policy.  The State must, within the timeframes 
specified in law, regulation, court order, or policy directive, come into compliance with any 
changes in Federal law, regulation, court order, or policy affecting the Medicaid programs 
that occur during this Demonstration approval period, unless the provision being changed is 
explicitly waived under the STCs herein governing the Demonstration.   

4. Impact on Demonstration of Changes in Federal Law, Regulation, and Policy 
Statements.   

a) To the extent that a change in Federal law, regulation, final court order, or policy requires 
either a reduction or an increase in Federal financial participation (FFP) for expenditures 
made under this Demonstration, the State must adopt, subject to CMS approval, a 
modified budget neutrality agreement for the Demonstration as necessary to comply with 
such change.  The modified agreement will be effective upon the implementation of the 
change.  

b) If mandated changes in the Federal law require State legislation, the changes must take 
effect on the day such State legislation becomes effective, or on the last day such 
legislation was required to be in effect under the law. 

5. Changes Subject to the Amendment Process.  Demonstration provisions related to 
eligibility, enrollment, benefits, delivery systems, and cost sharing covered under this 
Demonstration; evaluation design, sources of non-Federal share of funding, budget neutrality, 
and other comparable program elements in these STCs must be submitted to CMS as 
amendments to the Demonstration.  Changes to the Service Code List, Attachment A, also 
require an amendment.  All amendment requests are subject to approval at the discretion of 
the Secretary in accordance with section 1115 of the Social Security Act (the Act).  The State 
must not implement changes to these elements without prior approval by CMS.  Amendments 
to the Demonstration are not retroactive and FFP will not be available for changes to the 
Demonstration that have not been approved through the amendment process set forth in 
paragraph 6 below.  The State will notify CMS of proposed Demonstration changes at the 
quarterly monitoring call, as well as in the written quarterly report, to determine if a formal 
amendment is necessary. 

6. Amendment Process.  Requests to amend the Demonstration must be submitted to CMS for 
approval no later than 120 days prior to the planned date of implementation of the change and 
may not be implemented until approved.  Amendment requests must be reviewed by the 
Federal Review Team and must include, but are not limited to, the following: 

a) An explanation of the public process used by the State consistent with the requirements of 
paragraph 14 to reach a decision regarding the requested amendment;  
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b) A data analysis which identifies the specific “with waiver” impact of the proposed 
amendment on the current budget neutrality expenditure cap.  Such analysis must include 
current “with waiver” and “without waiver” status on both a summary and detailed level 
through the current extension approval period using the most recent actual expenditures, 
as well as summary and detailed projections of the change in the “with waiver” 
expenditure total as a result of the proposed amendment which isolates (by Eligibility 
Group) the impact of the amendment; 

c) A detailed description of the amendment, including impact on beneficiaries, with 
sufficient supporting documentation; and 

d) If applicable, a description of how the evaluation design must be modified to incorporate 
the amendment provisions. 

7. Extension of the Demonstration.  States that intend to request demonstration extensions 
must submit to CMS a complete application at least 6 months prior to the expiration of the 
current section 1115(a) extension period.  Upon submission, the State will work with CMS to 
identify specific updates necessary to the submission based on significant programmatic 
changes (such as changes in State law, population demographics, or expenditures). 

 
8. Demonstration Phase Out.  The State may suspend or terminate this Demonstration in 

whole or in part at any time prior to the date of expiration.  The State must promptly notify 
CMS in writing of the reason(s) for the suspension or termination, together with the effective 
date.  In the event the State elects to phase out the Demonstration, the State must submit a 
phase-out plan to CMS at least 6 months prior to initiating phase-out activities.  Nothing 
herein should be construed as preventing the State from submitting a phase-out plan with an 
implementation deadline shorter than 6 months when such action is necessitated by emergent 
circumstances.  The phase-out plan is subject to CMS approval.  If the project is terminated 
or any relevant waivers suspended by the State, FFP must be limited to normal closeout costs 
associated with terminating the Demonstration, including services and administrative costs of 
disenrolling participants. 

 
9. Enrollment Limitation During Demonstration Phase-Out.  If the State elects to suspend, 

terminate, or not renew this Demonstration as described in paragraph 8, during the last 6 
months of the Demonstration, individuals who would not be eligible for Medicaid under the 
current Medicaid State plan must not be enrolled unless the Demonstration is extended by 
CMS.  Enrollment may be suspended if CMS notifies the State in writing that the 
Demonstration will not be renewed. 

10. CMS Right to Terminate or Suspend.  CMS may suspend or terminate the Demonstration, 
in whole or in part, at any time before the date of expiration, whenever it determines 
following a hearing that the State has materially failed to comply with the terms of the 
project.  CMS must promptly notify the State in writing of the determination and the reasons 
for the suspension or termination, together with the effective date. 

11. Finding of Non-Compliance.  The State does not relinquish its rights to challenge CMS’ 
finding that the State materially failed to comply. 
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12. Withdrawal of Waiver Authority.  CMS reserves the right to withdraw waiver or 
expenditure authorities at any time it determines that continuing the waiver or expenditure 
authorities would no longer be in the public interest or promote the objectives of title XIX.  
CMS must promptly notify the State in writing of the determination and the reasons for the 
withdrawal, together with the effective date, and must afford the State an opportunity to 
request a hearing to challenge CMS’ determination prior to the effective date.  If a waiver or 
expenditure authority is withdrawn, FFP is limited to normal closeout costs associated with 
terminating the Demonstration, including services and administrative costs of disenrolling 
participants. 

13. Adequacy of Infrastructure.  The State will ensure the availability of adequate resources for 
implementation and monitoring of the Demonstration, including education, outreach, and 
enrollment; maintaining eligibility systems; compliance with cost sharing requirements to the 
extent they apply; and reporting on financial and other Demonstration components. 

14. Public Notice and Consultation with Interested Parties.  The State must continue to 
comply with the State Notice Procedures set forth in 59 Fed. Reg. 49249 (September 27, 
1994) when any program changes to the Demonstration, including, but not limited to, those 
referenced in paragraph 6 are proposed by the State. 

15. FFP.  No Federal matching funds for expenditures for this Demonstration will take effect 
until the effective date identified in the Demonstration approval letter. 

16. Citizenship and Identity Documentation Requirements.  The State shall only enroll 
individuals into the Texas Women’s Health Waiver that meet Medicaid citizenship and 
identity documentation requirements set forth at 42 CFR section 435.407. 

IV. ELIGIBILITY 
 

17. Eligibility Requirements.  The State shall enroll only individuals meeting all of the 
following eligibility criteria in the Demonstration. 

• Individuals who do not have creditable coverage for family planning services; 
• Individuals who are ages 18 to 44; 
• Individuals who have net family incomes up to 185 percent of the FPL; and 
• Individuals who have not been sterilized.   
 

18. Implementation Plan.  Within 30 days from the date of approval of a demonstration 
amendment the State shall submit an implementation plan.  To the extent that an amendment 
affects the evaluation design, the State must also submit a revised evaluation plan. 

 
19. Redeterminations.  The State will ensure that redeterminations of eligibility for the 

demonstration are conducted at least every 12 months.  The process for eligibility 
redetermination shall not be passive in nature, but will require that an action be taken by the 
recipient.  Texas may satisfy this requirement by having the recipient sign and return a 
renewal form to verify the current accuracy of the information previously reported to the 
State.  
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20. Integrity.  Within 60 days of approval of the demonstration renewal, the State will provide to 
CMS for approval, an appropriate methodology for ensuring the integrity of initial eligibility 
determinations and redeterminations of individuals covered under the family planning 
program. 

 
• The State will use this methodology to conduct reviews of the eligibility determination 

process on at least an annual basis.  
• As part of the submission, the State will also develop an eligibility determination error 

rate computation methodology. 
• The State’s error rate will be included in the annual report as specified in paragraph 31. 
• If the error rate is beyond the State established threshold, the State will develop a 

corrective action plan for CMS approval. 
 
21. Disenrollment.  A woman who loses family planning eligibility due to pregnancy or due to 

sterilization shall be disenrolled effective the first of the month following confirmation of the 
condition.  A woman who is enrolled in another Medical Assistance eligibility category will 
be disenrolled on the day prior to the date of enrollment in another eligibility category for the 
subsequent month. 

 
22. Primary Care Referral.  The State assures CMS that providers of family planning services 

will make appropriate referrals to primary care providers as medically indicated.  The State 
also assures that individuals enrolled in this Demonstration receive materials about how to 
access primary care services.  The State must evaluate the impact of providing such referrals 
for primary care services in the evaluation referenced in paragraph 44.  

 
V. BENEFITS AND DELIVERY SYSTEMS 
  
23. Benefits.  Family planning services are medically necessary services and supplies related to 

birth control, pregnancy prevention, and preventive services listed in Attachment A, 
including: 

 
• Approved methods of contraception;  
• Drugs, supplies, or devices related to women’s health services described above that are 

prescribed by a physician or advanced practice nurse (subject to the national drug rebate 
program requirements); 

• Contraceptive management, patient education and counseling; and 
• Primary care referrals to other social service and health care providers as medically 

indicated, however the costs of those primary care services are not covered for enrollees 
of this Demonstration. 

  
24. Services.  Services provided through this Demonstration are paid on a fee for service (FFS) 

basis. 
 
VI. GENERAL REPORTING REQUIREMENTS 
 
25. General Financial Requirements.  The State must comply with all general financial 

requirements under title XIX of the Social Security Act, as set forth in section VII. 
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26. Reporting Requirements Relating to Budget Neutrality.  The State shall comply with all 

reporting requirements for monitoring budget neutrality as set forth in section VIII. 
 
27. Annual Submission of Service Code Listing.  Texas will provide to CMS an updated list of 

Current Procedural Terminology (CPT) and Healthcare Common Procedural Coding Systems 
(HCPCS) codes covered under the Demonstration on January 31 of each Demonstration year 
(DY).  The revised code list should reflect only changes due to updates in service codes for 
those services for which the State has already received approval and submitted on a template 
provided by CMS. 

 
28. Monitoring Calls.  CMS shall schedule quarterly conference calls with the State following 

the receipt of the quarterly reports unless CMS determines that more frequent calls are 
necessary to adequately monitor the Demonstration.  The purpose of these calls is to discuss 
any significant actual or anticipated developments affecting the Demonstration.  Areas to be 
addressed include, but are not limited to, health care delivery, enrollment, quality of care, 
access, benefits, audits, lawsuits, financial reporting and budget neutrality issues, progress on 
evaluations, State legislative developments, and any Demonstration amendments the State is 
considering submitting.  The State and CMS shall discuss quarterly expenditure reports 
submitted by the State for purposes of monitoring budget neutrality.  CMS shall update the 
State on any amendments under review as well as Federal policies and issues that may affect 
any aspect of the Demonstration.  The State and CMS shall jointly develop the agenda for the 
calls. 

 
29. Quarterly Operational Reports.  The State must submit progress reports no later than 30 

days following the end of each quarter.   
 

The intent of these reports is to present the State’s data along with an analysis of the status of 
the various operational areas under the demonstration.  These quarterly reports must include, 
but are not limited to:  

 
a) Expenditures including administrative costs. 
 
b) The number of demonstration participants disenrolled because of pregnancy or 

sterilization.  (Participants include all individuals who obtain one or more covered family 
planning services through the demonstration.)  

 
c) Events occurring during the quarter, or anticipated to occur in the near future that affect 

health care delivery, benefits, enrollment, grievances, quality of care, access, pertinent 
legislative activity, eligibility verification activities, and other operational issues; 

 
d) Action plans for addressing any policy and administrative issues identified; and 
 
e) Evaluation activities and interim findings. 

 
30. Annual Report.  The annual report is due 90 days following the end of the fourth quarter of 

each demonstration year and must include: 
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a) In each annual report the State shall report the average total Medicaid expenditures for a 

Medicaid-funded birth each year.  The cost of a birth includes prenatal services and 
delivery and pregnancy-related services and services to infants from birth up to age 1.  
(The services should be limited to the services that are available to women who are 
eligible for Medicaid because of their pregnancy and their infants.)  
 

b) In each annual report the State shall report the number of actual births that occur to family 
planning demonstration participants.  (Participants include all individuals who obtain one 
or more covered medical family planning services through the family planning program 
each year.) 

 
c) The eligibility error rate data referenced in paragraph 21.   

 
d) At the end of each DY, a DY fertility rate will be determined for Demonstration 

participants during that DY.  
 

The base-year fertility rate and the DY fertility rate will be used to calculate a measure of 
births averted through the Demonstration using the following formula:  
 

Births Averted = (base-year fertility rate) – (fertility rate of Demonstration 
participants during DY) X (number of Demonstration participants during 
DY) 
 

The intent of the family planning program is to promote better birth outcomes for 
enrollees and avert unintended pregnancies for Demonstration participants.   
 

31. Final Report.  No later than 180 days prior to the end of the demonstration award period, 
Texas shall submit a draft final report to CMS for comments.  The final report will 
incorporate all CMS comments and evaluation findings.  The final report shall also contain a 
disclaimer that the opinions expressed are those of the State and do not necessarily reflect the 
opinions of CMS.  The final report is due 90 days after the end of the demonstration award 
period.   

 
VI. GENERAL FINANCIAL REQUIREMENTS 
 
32. Reporting Expenditures Under the Demonstration.  In order to track expenditures under 

this Demonstration, Texas must report Demonstration expenditures through the Medicaid and 
State Children’s Health Insurance Program (SCHIP) Budget and Expenditure System 
(MBES/CBES); following routine CMS-64 reporting instructions outlined in section 2500 
and section 2115 of the State Medicaid Manual.  All Demonstration expenditures claimed 
under the authority of title XIX of the Act must be reported each quarter on separate Forms 
CMS-64.9 Waiver and/or 64.9P Waiver, identified by the Demonstration project number 
assigned by CMS (including the project number extension, which indicates the demonstration 
year in which services were rendered or for which capitation payments were made).  The 
State should report Demonstration expenditures on Forms CMS-64.9 Waiver and/or 64.9P 
Waiver as follows: 
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a) Allowable family planning expenditures eligible for reimbursement at the State’s 

Federal medical assistance percentage (FMAP) rate should be entered in Column (B) 
on the appropriate waiver sheets.   

 
b) Allowable family planning expenditures eligible for reimbursement at the enhanced 

family planning match rate should be entered in Column (D) on the appropriate 
waiver sheets. 

 
33. Extent of FFP for the Demonstration.  CMS shall provide FFP for CMS-approved services 

(including prescriptions) provided to women at the following rates and as described in 
Attachment A. 
 
a) For procedures or services clearly provided or performed for the primary purpose of 

family planning (i.e., contraceptive initiation, periodic or inter-periodic contraceptive 
management and sterilizations) and which are provided in a family planning setting, FFP 
will be available at the 90 percent Federal matching rate.  Reimbursable procedure codes 
for office visits, laboratory tests, and certain other procedures must carry a primary 
diagnosis or a modifier that specifically identifies them as a family planning service.  
Note:  The laboratory tests done during an initial family planning visit for contraception 
include a PAP smear, blood count and pregnancy test.  Additional screening tests may be 
performed depending on the method of contraception desired and the protocol established 
by the clinic, program or provider.  Additional laboratory tests may be needed to address 
a family planning problem or need during an inter-periodic family planning visit for 
contraception. 
 

b) In order for family planning-related services to be reimbursed at the enhanced FMAP rate 
they must be defined as those services generally performed as part of, or as follow-up to, 
a family planning service for contraception.  Such services are provided because a “family 
planning-related” problem was identified/diagnosed during a routine/periodic family 
planning visit.  Three kinds of family planning related services are recognized: 

 
• A colposcopy (and procedures done with/during a colposcopy) performed as a 

follow-up to an abnormal PAP smear which is done as part of a routine/periodic 
family planning visit. Only those colposcopies which can generally be performed 
in the office or clinic setting are covered as a family planning-related service 
under this Demonstration.  No services/surgeries that are generally provided in an 
ambulatory surgery center/facility (except tubal ligations performed in an 
ambulatory surgery center/facility), a special procedure room/suite, an emergency 
room, an urgent care center or a hospital are not covered under these waivers as 
“family planning-related services. “ 

 
• Treatment/drugs for vaginal infections/disorders, other lower genital tract and 

genital skin infections/disorders in women, and urinary tract infections, where 
these conditions are identified/diagnosed during a routing/periodic family 
planning visit.  Note:  a follow-up visit/encounter for the treatment/drugs is not 
covered. 
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• Treatment for disorders/conditions such as hypertension, hypercholesterolemia, 
diabetes, or upper genital tract disorders are not covered under this demonstration 
because they are not considered “family planning-related,” even though they may 
be identified/diagnosed as a result of a family planning visit/encounter. 

 
c) FFP will not be available for the costs of any services, items, or procedures that do not 

meet the requirements specified above, even if family planning clinics or providers 
provide them. 

 
d) CMS will provide FFP at the appropriate 50 percent administrative match rate for general 

administration costs, such as, but not limited to, claims processing, eligibility assistance 
and determinations, outreach, program development, and program monitoring and 
reporting. 

 
34. Expenditures Subject to the Budget Agreement.  For purposes of this section, the term 

“expenditures subject to the budget neutrality agreement” must include all title XIX 
expenditures provided to individuals who are enrolled in this Demonstration.  Participation in 
the Demonstration is described in paragraph 17 and expenditures are described in paragraph 
33.  All expenditures that are subject to the budget neutrality agreement are considered 
Demonstration expenditures and must be reported on Forms CMS-64.9 Waiver and/or   
64.9P Waiver. 
 

35. Administrative Costs.  Administrative costs will not be included in the budget neutrality 
agreement, but the State must separately track and report additional administrative costs that 
are directly attributable to the Demonstration.  All administrative costs must be identified on 
the Forms CMS-64.10. 
 

36. Claiming Period.  All claims for expenditures subject to the budget neutrality agreement 
(including any cost settlements) must be made within 2 years after the calendar quarter in 
which the State made the expenditures.  All claims for services during the Demonstration 
period (including any cost settlements) must be made within 2 years after the conclusion or 
termination of the Demonstration.  During the latter 2-year period, the State must continue to 
identify separately net expenditures related to dates of service during the operation of the 
Demonstration on the CMS-64 waiver forms in order to properly account for these 
expenditures in determining budget neutrality. 

 
37. Standard Medicaid Funding Process.  The standard Medicaid funding process must be 

used during the Demonstration.  The State must estimate matchable Demonstration 
expenditures (total computable and Federal share) subject to the budget neutrality 
expenditure cap and separately report these expenditures by quarter for each Federal fiscal 
year (FFY) on the Form CMS-37 for both the Medical Assistance Payments (MAP) and State 
and Local Administration Costs (ADM).  CMS shall make Federal funds available based 
upon the State’s estimate, as approved by CMS.  Within 30 days after the end of each quarter, 
the State must submit the Form CMS-64 quarterly Medicaid expenditure report, showing 
Medicaid expenditures made in the quarter just ended.  CMS shall reconcile expenditures 
reported on the Form CMS-64 with Federal funding previously made available to the State, 
and include the reconciling adjustment in the finalization of the grant award to the State. 
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38. Sources of Non-Federal Share.  The State certifies that matching the non-Federal share of 
funds for the Demonstration are State/local monies.  The State further certifies that such 
funds shall not be used to match any other Federal grant or contract, except as permitted by 
law.  All sources of non-Federal funding must be compliant with section 1903(w) of the Act 
and applicable regulations.  In addition, all sources of the non-Federal share of funding are 
subject to CMS approval.  

 
a) CMS shall review the sources of the non-Federal share of funding for the Demonstration 

at any time.  The State agrees that all funding sources deemed unacceptable by CMS shall 
be addressed within the time frames set by CMS. 

 
b) Any amendments that impact the financial status of the program shall require the State to 

provide information to CMS regarding all sources of the non-Federal share of funding. 
 

39. State Certification of Funding Conditions.  The State must certify that the following 
conditions for non-Federal share of Demonstration expenditures are met: 
 
a) Units of government, including governmentally-operated health care providers, may 

certify that State or local tax dollars have been expended as the non-Federal share of 
funds under the Demonstration. 

 
b) To the extent the State utilizes certified public expenditures (CPEs) as the funding 

mechanism for title XIX (or under section 1115 authority) payments, CMS must approve 
a cost reimbursement methodology.  This methodology must include a detailed 
explanation of the process by which the State would identify those costs eligible under 
title XIX (or under section 1115 authority) for purposes of certifying public expenditures.  

 
c) To the extent the State utilizes CPEs as the funding mechanism to claim Federal match 

for payments under the Demonstration, governmental entities to which general revenue 
funds are appropriated must certify to the State the amount of such tax revenue (State or 
local) used to satisfy Demonstration expenditures.  The entities that incurred the cost 
must also provide cost documentation to support the State’s claim for Federal match. 

 
d) The State may use intergovernmental transfers to the extent that such funds are derived 

from State or local tax revenues and are transferred by units of government within the 
State.  Any transfers from governmentally-operated health care providers must be made in 
an amount not to exceed the non-Federal share of title XIX payments.  Under all 
circumstances, health care providers must retain 100 percent of the claimed expenditure.  
Moreover, the State must certify that no pre-arranged agreements (contractual or 
otherwise) exist between health care providers and State and/or local government to 
return and/or redirect any portion of the Medicaid payments.  This confirmation of 
Medicaid payment retention is made with the understanding that payments that are the 
normal operating expenses of conducting business, such as payments related to taxes, 
(including health care provider-related taxes), fees, business relationships with 
governmental entities that are unrelated to Medicaid and in which there is no connection 
to Medicaid payments, are not considered returning and/or redirecting a Medicaid 
payment. 
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40. Monitoring the Demonstration.  The State will provide CMS with information to effectively 

monitor the Demonstration, upon request, in a reasonable time frame. 
 

VII. MONITORING BUDGET NEUTRALITY 
 
41. The following is the method by which budget neutrality will be monitored for the Texas 

section 1115 Family Planning Demonstration.  
 

a) Texas will be subject to a limit on the amount of Federal title XIX funding it will receive 
for extending Medicaid eligibility for family planning services during the demonstration 
extension period.  This limit will be determined using a pre/post comparison of fertility 
rates for demonstration participants.  Thus, Texas will be at risk for the cost of family 
planning services (including traditional family planning services at the enhanced match 
rate and ancillary services at the FMAP rate described in the STCs) that are not offset by 
the demonstration intervention. 

 
b) The demonstration will provide family planning services to uninsured women from the 

age of 18-44 with a net family income up to 185 percent of the FPL who are not 
otherwise eligible for Medicaid, the State Children’s Health Insurance Program, 
Medicare, or have creditable health insurance coverage.  The demonstration will not 
change the current division of Federal and State responsibility for costs of the current 
Medicaid program.  CMS will confirm that the demonstration expenditures do not exceed 
the levels of expenditures that would have occurred in the absence of the demonstration. 

 
c) Annual Budget Limits 

To calculate the overall expenditure limit for the demonstration, separate budget limits 
will be calculated for each year, and will be on a DY basis.  These annual estimates will 
then be added to obtain an expenditure estimate over the entire demonstration period.  
The Federal share of the estimate will represent the maximum amount of FFP that the 
State can receive during the expanded family planning services demonstration.  For each 
DY, the Federal share will be calculated using the FMAP rate(s) for that 12-month 
period. 
 

d) The intent of the demonstration is to offset the cost of family planning services for 
demonstration participants in order to avert unintended pregnancies.  During each year of 
the demonstration, the number of births averted (BA) will be estimated by the following 
equation: 

 
• BA = (base year fertility rate - fertility rate of demonstration participants during 

DY) x (number of female demonstration participants during DY), where fertility 
rates will be measured per thousand.  The base year fertility rate will be adjusted 
for age groupings, using the age distribution of the actual demonstration 
participants and predetermined age-specific fertility rates.  Participants are all 
women who obtain one or more covered medical family planning service(s) 
through the demonstration.  At its option, the State may also adjust the fertility 
rates for ethnicity. 
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• The base-year fertility rate must reflect fertility rates during 2003 for individuals 
in families with income up to 185 percent of the FPL and ineligible for Medicaid 
except for pregnancy.  The fertility rates will include births paid for by Medicaid. 

 
e) Application of the Budget Limit.  The budget limit calculated above will apply to 

demonstration expenditures, as reported by the State on the CMS-64 forms.  If at the end 
of the Demonstration period, the costs of the Demonstration services exceed the budget 
limit, the excess Federal funds will be returned to CMS. 

 
f) Base-Year Fertility Rate  

The State will submit to CMS base-year fertility rates and a methodology for calculating 
the fertility rates.  Preliminary base-year fertility rates must be submitted for approval 
within the first operational year of the demonstration and conform to the following 
requirements:  

 
• They must reflect fertility rates during the Base Year, for women in families with 

income up to 185 percent of the FPL, and ineligible for Medicaid except for 
pregnancy. 

 
• They must be adjusted for the age of all potential demonstration participants. 
 
• The fertility rates will include births paid by Medicaid. 
 
• The State will be allowed up to 6 months after the end of the first demonstration 

year to finalize these preliminary rates.  Following the conclusion of each year of 
the demonstration, a demonstration year fertility rate will be determined by 
computing an age-weighted average fertility rate during the DY, unless the State 
demonstrates that the age distribution is consistent with the prior demonstration 
year(s).  The annual age distribution categories will correspond with the base-year 
age-specific fertility rates.  At its option, the State may also adjust the fertility 
rates for ethnicity. 

  
g) Expenditure Review.  CMS will enforce budget neutrality over the life of the 

demonstration, rather than annually.  However, no later than 6 months after the end of 
each DY or as soon thereafter as the data are available, the State will calculate annual 
expenditure targets for the completed year.  This amount will be compared with the actual 
claimed FFP for Medicaid.  Using the schedule below as a guide, if the State exceeds 
these targets, it will submit a corrective action plan to CMS for approval.  The State will 
subsequently implement the approved program.  

 
Year  

 
Cumulative Target Expenditures   

  
Percentage 

Year 1 
 
 
 
 

Year 1 budget limit amount  +16 percent 
Year 2 Years 1 and 2 combined budget limit amount +8 percent 
Year 3 Years 1 through 3 combined budget limit amount +4 percent 
Year 4 

 
Years 1 through 4 combined budget limit amount +2 percent 

Year 5 Years 1 through 5 combined budget limit amount +0 percent 
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h) Failure to meet budget Neutrality Goals.  The State, whenever it determines that the 
demonstration is not budget neutral or is informed by CMS that the demonstration is not 
budget neutral, shall immediately collaborate with CMS on corrective actions, which 
shall include submitting a corrective action plan to CMS within 21 days of the date the 
State is informed of the problem.  While CMS will pursue corrective actions with the 
State, CMS will work with the State to set reasonable goals that will ensure that the State 
is in compliance.  

 
i) Definition of With and Without Waiver Demonstration Costs.  The “with” and “without” 

demonstration costs (Federal share) follow.  The “without” demonstration costs are 
estimates of the costs of births that would occur in the absence of the demonstration.  The 
“with” demonstration costs are estimates of family planning services provided with the 
demonstration in effect.  

 
Total Costs: 
 

 

 
YEAR 

WITHOUT 
DEMONSTRATION 

WITH 
DEMONSTRATION 

 
TOTAL SAVINGS 

       2007 $1,315,825,939 $1,330,982,043 ($15,156,104) 

       2008 $1,465,744,832 $1,443,804,930 $21,939,902 

       2009 $1,632,520,080 $1,576,049,380 $56,470,700 

2010 $1,818,611,506 $1,758,178,388 $60,433,119 

2011 $2,025,933,509 $1,960,870,461 $65,063,048 

     TOTAL $8,258,635,866 $8,069,885,202 $188,750,665 

VI. PRIMARY CARE REFERRAL AND EVALUATION  
 
42. Access to Primary Care Services.  The State shall facilitate access to primary care services 

for enrollees in the Demonstration.  The State shall assure CMS that written materials 
concerning access to primary care services are distributed to the Demonstration participants.  
The written materials must explain to the participants how they can access primary care 
services.  In addition, the State must evaluate the impact of providing referrals for primary 
care services, as described in the State’s demonstration evaluation design. 

 
43. Independent Evaluation.  Should CMS conduct an independent evaluation of the section 

1115 family planning demonstration the State will cooperate fully with CMS or the 
independent evaluator selected by CMS, to assess the impact of the Medicaid demonstrations 
and/or to examine the appropriateness of the averted birth budget neutrality methodology.  
The State will submit the required data to CMS or its contractor. 
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44. Final Evaluation Design.  A final evaluation design report must be submitted to CMS for 
approval within 30 days from the award of the demonstration extension.  At a minimum, the 
evaluation design should include a detailed analysis plan that describes how the effects of the 
demonstration will be isolated from those of other initiatives occurring in the State.  The 
report should also include an integrated presentation and discussion of the specific hypotheses 
(including those that focus specifically on the target population for the demonstration) that are 
being tested.  The report will also discuss the outcome measures that will be used in 
evaluating the impact of the demonstration, particularly among the target population.  It will 
also discuss the data sources and sampling methodology for assessing these outcomes.  
Finally, it will discuss how the referral process for primary care will be evaluated.  The State 
must submit primary care materials to CMS with an evaluation of the effectiveness of those 
materials.  The State must implement the evaluation design and report its progress in each of 
the demonstration’s quarterly reports. 

 
45. Monitoring the Rate of Expenditure Growth.  Family planning expenditures under the 

Medicaid program have increased in recent years and CMS is interested in monitoring these 
expenditures.  Thus, as part of the overall monitoring of the demonstration, CMS will also be 
monitoring the rate in expenditure growth for family planning services.  This monitoring will 
be done on a per capita basis, using total expenditures recorded during the first year of the 
demonstration as a baseline.  As a frame of reference the annual rate of growth of actual 
expenditures will be compared with the baseline amount trended forward using Consumer 
Price Index (CPI) Medical.  The comparison of actual per capita expenditures over the life of 
the demonstration and per capita expenditures trended using CPI Medical will be considered 
if the State should seek an extension of their family planning demonstration. 

 
46. Federally Contracted Evaluation.  In addition, a federally-contracted evaluation will 

examine the appropriateness of the budget neutrality methodology of these demonstrations by 
assessing the births that have been averted as a result of the demonstrations, the data sources 
currently used to assess averted births and budget neutrality, and expenditures overall.  Based 
on the evaluation findings and other information, CMS reserves the right to negotiate a new 
budget neutrality methodology, if CMS deems appropriate.  Such a methodology change 
could range from a change in data sources used to determine budget neutrality, to a total 
change in methodology, such as incorporating a per capita cap like the one described above.  
Any and all changes to the budget will be made in full consultation with the State, including 
expenditure data used in the methodology.  

 
47. Interim Evaluation Reports.  In the event the State requests to extend the Demonstration 

beyond the current approval period under the authority of section 1115(a), (e), or (f) of the 
Act, the State must submit an interim evaluation report as part of the State’s request for each 
subsequent renewal. 

 
48. Final Evaluation Plan and Implementation.  

 
a) CMS shall provide comments on the draft designs within 60 days of receipt, and the 

State must submit a final plan for the overall evaluation of the Demonstration described 
in paragraph 45, within 60 days of receipt of CMS comments.   
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b) The State must implement the evaluation designs and report its progress on each in the
quarterly reports.

c) The State must submit to CMS a draft of the evaluation report within 120 days after
expiration of the Demonstration.  CMS must provide comments within 60 days after 
receipt of the report.  The State must submit the final evaluation report within 60 days 
after receipt of CMS comments. 

49. Cooperation with CMS Evaluators.  Should CMS conduct an independent evaluation of
any component of the Demonstration; the State will cooperate fully with CMS or the
independent evaluator selected by CMS.  The State will submit the required data to the
contractor or CMS.
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