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DEPARTMENT OF HEALTH & HUMAN SERVICES

Centers for Medicare & Medicaid Services CMJ
1301 Young Street, Room 833

Dallas, Texas 75202 CENTERS for MEDICARE & MEDICAID SERVICES

Division of Medicaid & Children’s Health, Region VI

February 10, 2012
Our Reference: SPA TX 11-031

Mr. Billy Millwee

Associate Commissioner for Medicaid & CHIP
Health and Human Services Commission

Post Office Box 13247

Mail Code: H100

Austin, Texas 78711

Dear Mr. Miltwee:

We have reviewed the State’s proposed amendment to the Texas State Plan submitted under
Transmittal Number 11-031, dated July 18, 2011. This state plan amendment (SPA) updates the
fee schedule rate for a variety of outpatient hospital services. The state plan amendment also
modifies the rate for imaging services by basing it on 100 percent of the Medicare fee schedule
in effect on January 1, 2011. Additionally, this SPA implements an eight percent rate reduction
for outpatient hospital facility services and utilizes specific CPT codes to identify ED visits that
are less complex. Those emergency room visits identified by the lower complexity CPT codes in
the SPA will be reduced by 40 percent.

Based on the information submitted, we have approved the amendment for incorporation into the
official Texas State Plan with an effective date change of September 1, 2011. A copy of the
CMS-179 and the approved plan pages are enclosed with this letter.

If you have any questions, please contact Cheryl Rupley at (214) 767-6278.

Sincerely,

rooks
Associate Regional Administrator

ce: Emily Zalkovsky, Policy Development Support
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Medicaid payments for outpatiefthospital Services are equai fo a percentage of full, allowable costs
and are determined in the following manner:

i

v

(a) Interim Medicaid reimbursement for outpatient hospital services. Except as described in {c) of
this paragraph, HHSC will reimburse for outpatient hospital services as follows:

{1) For services delivered on or after September 1, 2011, the allowable Medicaid outpatient
charges per claim are multiplied by the cost reduction percentage of 76.03 percent for a
high-volume provider, and 72.27 percent for the remaining hospitals. A high-volume
provider is defined as one that is paid at least $200,000 during calendar year 2004,

(2) The results in (1) 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 2552). This result is the Medicaid Outpatient Hospital Services claim
interim payment.

(3) For outpatient emergency department (ED) services that do not qualify as emergency
visits, the reimbursement is 60 percent of the amount determined in (2).

(b) 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 2562, These costs are reduced
by the cost reduction factor, described in (1) above, and compared to the aggregate adjudicated
interim Medicaid payments for ciaims 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 settlement process is applied to the future interim Medicaid payment (4)(a) above and is
completed on each as filed, amended, or Medicare-audited cost report.

(c) Outpatient hospital imaging. Outpatient hospital imaging services are not reimbursed under the
outpatient cost-based reimbursement methodology described in this subsection. Outpatient
hospital imaging services are reimbursed according to an outpatient hospital imaging service fee
schedule that is based on 100 percent of the Medicare fee schedule in effect on January 2011
for similar services.

{d) 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.

(e) The methodology described in this section is applicable to provider-based facilities as defined at
42 CFR 413.65.

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