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The Texas Health and Human Services Commission (HHSC) proposes amendments to the Texas Administrative Code, Title 1, Part 15, Chapter 355, §355.8061, related to Outpatient Hospital Reimbursement.  These amendments are being proposed to comply with the 2016-17 General Appropriations Act (Article II, Health and Human Services Commission, House Bill 1, 84th Legislature, Regular Session, 2015, HHSC Special Provision 58). 

Section 355.8061 describes the reimbursement methodology for outpatient hospital services, including outpatient hospital imaging.  Under this methodology outpatient hospital imaging services for all hospitals except rural hospitals are reimbursed a percentage of the Medicare fee schedule with reimbursements capped at 125 percent of the Medicaid adult acute care fee for a similar service.  For the purpose of this rule, rural hospitals are defined as hospitals located in a county with 60,000 or fewer persons according to the 2010 U.S. Census as well as Medicare-designated Rural Referral Centers, Sole Community Hospitals, and Critical Access Hospitals.

Prior to September 1, 2015, rural hospital outpatient imaging services were reimbursed under the same methodology as non-rural hospital outpatient imaging services.  Effective September 1, 2015, the 2016-2017 General Appropriations Act (Article II, Health and Human Services Commission, House Bill 1, 84th Legislature, Regular Session, 2015, Special Provisions Relating to all Health and Human Services Agencies, Section 58) directed HHSC to expend additional funds to provide modifications to Medicaid outpatient provider reimbursements for rural hospitals to ensure access to critical services.  To comply with Section 58, among other actions, §355.8061 was amended to set rural hospital outpatient imaging services reimbursements equal to non-rural hospital reimbursements plus various add-on payments.  This change was estimated to increase rural hospital outpatient imaging reimbursements by approximately $1.4 million all funds per annum.

HHSC reviews fees for imaging services at least once every two years by comparing existing Texas Medicaid fees to fees paid under Medicare.  The most recent review of these fees indicated that Medicare fees for imaging services are lower now than they were when Medicaid fees were last adjusted.  As a result, under HHSC's existing imaging services reimbursement methodologies, imaging fees should be reduced for acute care services which would, in turn, result in reductions to any hospital outpatient imaging service fee where the current fee is greater than 125 percent of the new acute care fee.  Such reductions would reduce rural hospital outpatient imaging services reimbursements by approximately $1.0 million all funds per annum, largely negating the increase in the fees funded through Section 58 of the appropriations special provisions.

In order to preserve the increased rural hospital outpatient imaging funding authorized under Section 58, the proposed rule establishes a new reimbursement methodology for rural hospital outpatient imaging services.  Under the new methodology, rural hospital imaging fees will be based on a percentage of the Medicare Outpatient Prospective Payment System (OPPS) which will de-link the rural hospital fees from the acute care and non-rural hospital fees.  This change will allow HHSC to exclude rural hospital outpatient imaging fees from reductions to acute care and non-rural hospital imaging fees.  


ISSUES AND ALTERNATIVES:

None


STAKEHOLDER INVOLVEMENT:

Proposed amendment was shared with stakeholders at the Hospital Payment Advisory Committee on November 3, 2016.


FISCAL IMPACT:

[bookmark: Check3]|X|	None


SERVICES IMPACT STATEMENT:

The expected public benefit is that access to rural hospital outpatient imaging services will be enhanced.


RULE DEVELOPMENT SCHEDULE:

October 24, 2016	Proposed rule submitted for publication in Texas Register
November 3, 2016	Present as information item to Hospital Payment Advisory Committee
November 4, 2016	Publish proposed rule in the Texas Register 
November 10, 2016	Present as information item to Medical Care Advisory Committee
November 17, 2016	Present as information item to HHSC Executive Council
December 5, 2016	Public comment period ends
January 27, 2017	Publish adopted rule in the Texas Register 
February 1, 2017	Effective date
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TITLE 1	ADMINISTRATION
PART 15	TEXAS HEALTH AND HUMAN SERVICES COMMISSION
CHAPTER 355	REIMBURSEMENT RATES
SUBCHAPTER J			PURCHASED HEALTH SERVICES
DIVISION 4				MEDICAID HOSPITAL SERVICES
§355.8061	Outpatient Hospital Reimbursement 

PROPOSED PREAMBLE

The Texas Health and Human Services Commission (HHSC) proposes amendments to §355.8061, concerning Outpatient Hospital Reimbursement. 

BACKGROUND AND JUSTIFICATION

Section 355.8061 describes the reimbursement methodology for outpatient hospital services, including outpatient hospital imaging. Under this methodology, outpatient hospital imaging services for all hospitals except rural hospitals are reimbursed a percentage of the Medicare fee schedule, with reimbursements capped at 125 percent of the Medicaid adult acute care fee for a similar service. For the purpose of this rule, rural hospitals are defined as hospitals located in a county with 60,000 or fewer persons according to the 2010 U.S. Census as well as Medicare-designated Rural Referral Centers, Sole Community Hospitals, and Critical Access Hospitals.

Prior to September 1, 2015, rural hospital outpatient imaging services were reimbursed under the same methodology as non-rural hospital outpatient imaging services. Effective September 1, 2015, the 2016-2017 General Appropriations Act (Article II, Health and Human Services Commission, House Bill 1, 84th Legislature, Regular Session, 2015, Special Provisions Relating to all Health and Human Services Agencies, Section 58) directed HHSC to expend additional funds to provide modifications to Medicaid outpatient provider reimbursements for rural hospitals to ensure access to critical services. To comply with Section 58, among other actions, §355.8061 was amended to set rural hospital outpatient imaging services reimbursements equal to non-rural hospital reimbursements plus various add-on payments. This change was estimated to increase rural hospital outpatient imaging reimbursements by approximately $1.4 million all funds per annum.

HHSC reviews fees for imaging services at least once every two years by comparing existing Texas Medicaid fees to fees paid under Medicare. The most recent review of these fees indicated that Medicare fees for imaging services are lower now than they were when Medicaid fees were last adjusted. As a result, under HHSC's existing imaging services reimbursement methodologies, imaging fees should be reduced for acute care services which would, in turn, result in reductions to any hospital outpatient imaging service fee where the current fee is greater than 125 percent of the new acute care fee. Such reductions would reduce rural hospital outpatient imaging services reimbursements by approximately $1.0 million all funds per annum, largely negating the increase in the fees funded through Section 58 of the appropriations special provisions.

In order to preserve the increased rural hospital outpatient imaging funding authorized under Section 58, the proposed rule establishes a new reimbursement methodology for rural hospital outpatient imaging services. Under the new methodology, rural hospital imaging fees will be based on a percentage of the Medicare Outpatient Prospective Payment System (OPPS) fee schedule, which will de-link the rural hospital fees from the acute care and non-rural hospital fees. This change will allow HHSC to exclude rural hospital outpatient imaging fees from reductions to acute care and non-rural hospital imaging fees.

SECTION-BY-SECTION SUMMARY

The proposal amends subsection (d)(2) to indicate that, for rural hospitals, outpatient hospital imaging services are reimbursed based on a percentage of the Medicare OPPS fee schedule for similar services.

A change is proposed to subsection (d)(1) to clarify that the Medicare OPPS fee schedule is used. This is a non-substantive change that does not amend the methodology used for non-rural hospital imaging service fees.

FISCAL NOTE

Greta Rymal, Deputy Executive Commissioner for Financial Services, has determined that for the first five years the proposed amendment is in effect, there will not be a fiscal impact to the state government.  The proposed rule will not result in any fiscal implications for local health and human services agencies. There are no fiscal implications for local governments as a result of enforcing or administering the section.

PUBLIC BENEFIT 

Pam McDonald, Director of Rate Analysis, has determined that for each year of the first five years the rule is are in effect, the expected public benefit is that access to rural hospital outpatient imaging services will be enhanced.

SMALL BUSINESS AND MICRO-BUSINESS IMPACT ANALYSIS

HHSC has determined that the proposed amendment will not have an adverse economic impact on small businesses or micro-businesses as a result of enforcing or administering the amendments. No hospital meeting the definition of a small or micro-business receives Medicaid funding for outpatient imaging services. As well, the implementation of the proposed rule amendment does not require any changes in practice or any additional cost to the contracted provider.

REGULATORY ANALYSIS

HHSC has determined that this proposal is not a "major environmental rule" as defined by §2001.0225 of the Texas Government Code. A "major environmental rule" is defined to mean a rule the specific intent of which is to protect the environment or reduce risk to human health from environmental exposure and that may adversely affect, in a material way, the economy, a sector of the economy, productivity, competition, jobs, the environment or the public health and safety of a state or a sector of the state. This proposal is not specifically intended to protect the environment or reduce risks to human health from environmental exposure.

TAKINGS IMPACT ASSESSMENT

HHSC has determined that this proposal does not restrict or limit an owner’s right to his or her property that would otherwise exist in the absence of government action and, therefore, does not constitute a taking under §2007.043 of the Government Code.

PUBLIC COMMENT

Written comments on the proposal may be submitted to Laura Skaggs, Rate Analysis, Brown Heatly Building, MC: H-400, 4900 North Lamar Blvd, Austin, TX 78714-9030; by fax to (512)-730-7475; or by e-mail to laura.skaggs@hhsc.state.tx.us within 30 days of publication of this proposal in the Texas Register.

PUBLIC HEARING

A public hearing to receive public comment on this proposed amendment is scheduled for December 15, 2016, from 9:00 a.m. to 10:00 a.m. (Central Time) in the Public Hearing Room, Brown Heatly Building, 4900 North Lamar Blvd, Austin, TX 78714-9030. Persons requiring further information, special assistance, or accommodations should contact Amy Chandler at 512-487-3419.

STATUTORY AUTHORITY

The amendment is proposed under Texas Government Code §531.033, which authorizes the Executive Commissioner of HHSC to adopt rules necessary to carry out HHSC’s duties; Texas Human Resources Code §32.021 and Texas Government Code §531.021(a), which provide HHSC with the authority to administer the federal medical assistance (Medicaid) program in Texas; Texas Government Code §531.021(b), which establishes HHSC as the agency responsible for adopting reasonable rules governing the determination of fees, charges, and rates for medical assistance payments under the Texas Human Resources Code, Chapter 32.

The amendment affects Texas Government Code Chapter 531 and Texas Human Resources Code Chapter 32. No other statutes, articles, or codes are affected by this proposal.

This agency hereby certifies that the proposal has been reviewed by legal counsel and found to be within the agency's legal authority to adopt. 
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TITLE 1		ADMINISTRATION
PART 15		TEXAS HEALTH AND HUMAN SERVICES COMMISSION
CHAPTER 355	REIMBURSEMENT RATES
SUBCHAPTER J	PURCHASED HEALTH SERVICES
DIVISION 4		MEDICAID HOSPITAL SERVICES


§355.8061. Outpatient Hospital Reimbursement.

	(a) Introduction. The Health and Human Services Commission (HHSC) or its designee reimburses outpatient hospital services under the reimbursement methodology described in this section. Except as described in subsections (c) and (d) of this section, HHSC will reimburse for outpatient hospital services based on a percentage of allowable charges and an outpatient interim rate.

	(b) Interim reimbursement.

		(1) HHSC will determine a percentage of allowable charges, which are charges for covered Medicaid services determined through claims adjudication.

			(A) For high volume providers that received Medicaid outpatient payments equaling at least $200,000 during calendar year 2004.

				(i) For children's hospitals and state-owned hospitals as defined in §355.8052 of this division (relating to Inpatient Hospital Reimbursement), the percentage of allowable charges is 76.03 percent, except as described in subparagraph (C) of this paragraph.

				(ii) For rural hospitals as defined in §355.8052 of this division, the percentage of allowable charges is 100 percent.

				(iii) For all other providers, the percentage of allowable charges is 72.00 percent.

			(B) For all providers not considered high volume providers as determined in paragraph (1)(A) of this subsection.

				(i) For children's hospitals and state-owned hospitals as defined in §355.8052 of this division, the percentage of allowable charges is 72.27 percent, except as described in subparagraph (C) of this paragraph.

				(ii) For rural hospitals as defined in §355.8052 of this division, the percentage of allowable charges is 100 percent.
				(iii) For all other providers, the percentage of allowable charges is 68.44 percent.

			(C) For children's hospitals:

				(i) The percentage of allowable charges described in subparagraphs (A)(i) and (B)(i) of this paragraph are subject to the prior written approval of the Legislative Budget Board and the Governor, as required by the 2014-2015 General Appropriations Act (Article II, Health and Human Services Comm., S.B. 1, 83rd Leg., Regular Session, 2013, Rider 83 and Special Provisions Relating to All Health and Human Services Agencies, Section 44, Rate Limitations and Reporting Requirements).

				(ii) If the percentages of allowable charges described in subparagraphs (A)(i) and (B)(i) of this paragraph are not approved as described in clause (i) of this subparagraph, the percentages of allowable charges described in subparagraphs (A)(iii) and (B)(iii) of this paragraph apply.

			(D) For outpatient emergency department (ED) services that do not qualify as emergency visits, which are listed in the Texas Medicaid Provider Procedures Manual and other updates on the claims administrator's website, HHSC will reimburse:

				(i) rural hospitals, as defined in §355.8052 of this division, an amount not to exceed 65 percent of allowable charges after application of the methodology in paragraph (2)(C) of this subsection, which will result in a payment that does not exceed 65 percent of allowable cost; and

				(ii) all other hospitals, a flat fee set at a percentage of the Medicaid acute care physician office visit amount for adults.

		(2) HHSC will determine an outpatient interim rate for each hospital, which is the ratio of Medicaid allowable outpatient costs to Medicaid allowable outpatient charges derived from the hospital's Medicaid cost report.

			(A) For a hospital with at least one tentative cost report settlement completed prior to September 1, 2013, the interim rate is the rate in effect on August 31, 2013, except the hospital will be assigned the interim rate calculated upon completion of any future cost report settlement if that interim rate is lower.

			(B) For a new hospital that does not have at least one tentative cost report settlement completed prior to September 1, 2013, the interim rate is 50 percent until the interim rate is adjusted as follows:

				(i) If the hospital files a short-period cost report for its first cost report, the hospital will be assigned the interim rate calculated upon completion of the hospital's first tentative cost report settlement.

				(ii) The hospital will be assigned the interim rate calculated upon completion of the hospital's first full-year tentative cost report settlement.

				(iii) The hospital will retain the interim rate calculated as described in clause (ii) of this subparagraph, except it will be assigned the interim rate calculated upon completion of any future cost report settlement if that interim rate is lower.

			(C) Interim claim reimbursement is determined by multiplying the amount of a hospital's outpatient allowable charges after applying any reductions to allowable charges made under paragraph (1) of this subsection by the outpatient interim rate in effect on the date of service.

			(D) Cost settlement. Interim claim reimbursement determined in subparagraph (C) of this paragraph will be cost-settled at both tentative and final audit of a hospital's cost report. The calculation of allowable costs will be determined based on the amount of allowable charges after applying any reductions to allowable charges made under paragraph (1) of this subsection.

				(i) Interim payments for claims with a date of service prior to September 1, 2013, will be cost settled.

				(ii) Interim payments for claims with a date of service on or after September 1, 2013, will be included in the cost report interim rate calculation, but will not be adjusted due to cost settlement unless the settlement calculation indicates an overpayment.

				(iii) HHSC will calculate an interim rate at tentative and final cost settlement for the purposes described in subparagraph (B) of this paragraph.
(iv) If a hospital's interim claim reimbursement for all outpatient services, excluding imaging, clinical lab and outpatient emergency department services that do not qualify as emergency visits, for the hospital's fiscal year exceeded the allowable costs for those services, HHSC will recoup the amount paid to the hospital in excess of allowable costs.

				(v) If a hospital's interim claim reimbursement for all outpatient services, excluding imaging, clinical lab and outpatient emergency department services that do not qualify as emergency visits, for the hospital's fiscal year was less than the allowable costs for those services, HHSC will not make additional payments through cost settlement to the hospital for service dates on or after September 1, 2013.

	(c) Outpatient hospital surgery. Outpatient hospital non-emergency surgery is reimbursed in accordance with the methodology for ambulatory surgical centers as described in §355.8121 of this subchapter (relating to Reimbursement).

	(d) Outpatient hospital imaging.

		(1) For all hospitals except rural hospitals, as defined in §355.8052 of this division, outpatient hospital imaging services are not reimbursed under the outpatient reimbursement methodology described in subsection (b) of this section. Outpatient hospital imaging services are reimbursed according to an outpatient hospital imaging service fee schedule that is based on a percentage of the Medicare Outpatient Prospective Payment System fee schedule for similar services. If a resulting fee for a service provided to any Medicaid beneficiary is greater than 125 percent of the Medicaid adult acute care fee for a similar service, the fee is reduced to 125 percent of the Medicaid adult acute care fee.

		(2) For rural hospitals, outpatient hospital imaging services are reimbursed based on a percentage of [according to] the Medicare Outpatient Prospective Payment System [outpatient hospital imaging services] fee schedule for similar services. [calculated in paragraph (1) of this subsection plus add-on amounts as follows:]

			[(A) for procedure codes with a fee calculated under paragraph (1) of this subsection that is less than or equal to $80.00, the rural hospital add-on amount is $3.00;]

			[(B) for procedure codes with a fee calculated under paragraph (1) of this subsection that is greater than $80.00 and less than or equal to $150.00, the rural hospital add-on amount is $8.00;]

			[(C) for procedure codes with a fee calculated under paragraph (1) of this subsection that is greater than $150.00 and less than or equal to $300.00, the rural hospital add-on amount is $15.00; and]

			[(D) for procedure codes with a fee calculated under paragraph (1) of this subsection that is greater than $300.00, the rural hospital add-on amount is $32.00.]
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