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Agenda 

Provide the public with an update on the 
following 1115 Transformation waiver topics:

• Overview 

• Extension

• Supplemental 
Payments

• Directed Payment 
Programs (DPPs)

• Budget Neutrality

• Evaluation

• Monitoring and Reporting

• Upcoming Amendments

• Links to the 1115 
Demonstration Year 
(DY10) annual report and 
COVID-19 resources

• Opportunity for Public 
Comment
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Historical Overview 

Since 2011, the waiver has enabled the State to expand 
its use of Medicaid managed care to achieve program 
savings, while also preserving locally funded 
supplemental payments to hospitals. 

• The goals of the demonstration are to:

• Expand risk-based managed care statewide;

• Support the development and maintenance of a 
coordinated care delivery system;

• Improve outcomes while containing cost growth; and

• Transition to quality-based payment systems across 
managed care and providers. 
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Medicaid Managed Care

The waiver is the federal authority that Texas uses 
to deliver Medicaid managed care.

• The following programs are under the 1115 authority:

• STAR - acute care services provided primarily to 
low-income families, children, and pregnant women. 

• STAR+PLUS - acute and long-term services and 
supports provided primarily to older adults and 
adults with disabilities. 

• STAR Kids - acute and long-term services and 
supports provided to children with disabilities. 

• Children’s dental program - dental care provided 
to most children under the age of 21.



Extension
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January 2021 Approval (1 of 2) 

CMS approved a 10-year extension.

• January 15, 2021:  The Centers for Medicare and 
Medicaid Services (CMS) approved a 10-year extension 
of the 1115 Transformation Waiver.  

• April 16, 2021:  CMS purported to rescind their 
approval.

• May 14, 2021:  Texas Office of the Attorney General 
sued CMS in federal court. 
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January 2021 Approval (2 of 2) 

CMS approved a 10-year extension.

• August 20, 2021:  The court ordered, through a 
preliminary injunction, that the waiver approval 
was in effect. 

• April 22, 2022:  CMS withdrew their rescission 
letter and confirmed the January 2021 Special 
Terms and Conditions as in effect. 

• May 10, 2022:  A Stipulation of Dismissal was 
filed with the court, closing out the litigation.  
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Enhanced Accountability

Texas has implemented initiatives to improve 
managed care organization accountability for 
quality of care

• Medical Pay-for-Quality program

• Dental Pay-for-Quality program

• Value-Based Enrollment

• Performance Indicator Dashboards

• MCO Report Cards

• “Secret shopper” monitoring of provider access 
and availability
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Financial Supports for 
Providers
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Financial Support for 
Providers (1 of 2)

Supplemental Payment Programs

• Constitutes more than $4 billion per year in 
payments to providers

• Fixed pool sizes

• Reimburses costs for uninsured/charity care
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Financial Support for 
Providers (2 of 2)

Directed Payment Programs

• Primary method of transition from the Delivery System 
Reform Incentive Payment (DSRIP) Program

• Constitutes more than $7 billion per year in payments 
to providers

• Fluctuating size (dependent upon caseload, utilization)

• Increases reimbursements for Medicaid services for 
Medicaid beneficiaries

• Must advance at least one of the goals and objectives 
of Texas’ Managed Care Quality Strategy
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Supplemental Payments

12



Supplemental Payments (1 of 5)

Delivery System Reform Incentive Payments

• Authority ended Sept. 30, 2021; final payments 
will be processed in January 2023.

• From December 2020 through September 2021, 
HHSC submitted to CMS deliverables under eight 
distinct milestones required by the DSRIP 
Transition Plan. 

• The milestones provided the framework for 
developing strategies, programs, and policies to 
sustain successful DSRIP activities and for 
emerging areas of innovation in health care.
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Supplemental Payments (2 of 5)

Uncompensated Care Payments

• Eligible providers include: hospitals, physician 
groups, public ground ambulance, and public 
dental providers

• Transitioned to charity care on October 1, 2019

• DY9-11 Pool Size is $3.87 billion
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Supplemental Payments (3 of 5)

The UC Pool will be resized twice

• First re-sizing will take place in DY11 to take effect 
in DY12 (FY2023). The new total pool size for 
DY12 to DY16 is $4.5 billion.

• In recognition that the Public Health Emergency 
(PHE) will impact FY20 and FY21 cost report 
data, re-sizing will use the 2019 cost reports 
and the 2017 DSH payment data
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Supplemental Payments (4 of 5)

The UC Pool will be resized twice

• Second re-sizing will take place in DY16 to take effect 
in DY17 (FY2028)

• Sizing will use the 2025 cost reports and 2023 DSH 
payment data

• Re-sizing will allow for adjustments to uncompensated 
care pool based on actual charity care
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Supplemental Payments (5 of 5)

Public Health Providers Charity Care Program

• Eligible providers include: local mental health 
authorities and local health departments

• New program that is established effective on
October 1, 2021

• $500 million in All Funds for DY 11 and DY 12

• Program will transition to charity care only for DY 
12 and after

• Pool will be re-sized based upon actual charity 
care for DY 13 and again in DY 17 

17



Directed Payment 
Programs (DPPs) 
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Comprehensive Hospital Increase 
Reimbursement Program (CHIRP)

• Concept: Statewide program that provides for increased 
Medicaid payments to hospitals for inpatient and 
outpatient services provided to persons with Medicaid.

• Implementation: September 1, 2021 (CMS approval 
received March 25, 2022) 

• Participants: Public and private hospitals voluntarily 
apply to participate

• Approximately 410 of the state’s 650 hospitals are 
participating

• Payment Type: Uniform rate increase; at risk 

• Funding: Estimated $5.9 billion* in All Funds for FFY 
2022. 

*Initial program size estimates were $4.7 billion, but due to increased caseloads, program 
expenditures are estimated to have increased to $5.9 billion

19



Quality Incentive Payment 
Program (QIPP)
• Concept: Program payments are made quarterly by the 

STAR+PLUS managed care organizations to nursing facilities 
based on the facilities’ performance related to quality.

• Implementation: September 1, 2017 (CMS approval for 
FY2022 received November 15, 2021)

• Participants: Public and private nursing facilities are 
permitted to participate based on Medicaid bed days 
threshold.

• Approximately 900 of the state's 1,200 nursing facilities 
are currently participating.

• Payment Type: Uniform rate increase and performance-
based; at risk.

• Funding: Estimated $1.1 billion AF for FY2022
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Directed Payment Program for 
Behavioral Health Services (DPP BHS)

• Concept: Directed payment program for Community 
Mental Health Centers (Local Behavioral Health 
Authorities will be added in FY2023) to incentivize them to 
continue providing services to persons with Medicaid that 
are aligned with the Certified Community Behavioral 
Health Clinic (CCBHC) model of care.

• Implementation: September 1, 2021 (CMS approval 
received November 15, 2021)

• Participants: Local Mental Health Authorities

• Payment Type: Uniform rate increase; at risk

• Funding: Estimated $176.4 million in All Funds for SFY 
2022. 21



Texas Incentives for Physicians 
and Professional Services (TIPPS)

• Concept: Directed payment program for certain physician 
groups (OB/GYNs will be added in FY 2023) for health care 
services provided to persons with Medicaid 

• Implementation: September 1, 2021 (CMS approval 
received March 25, 2022)

• Participants: Health related institutions; physician groups 
associated with hospitals; community physicians

• Payment Type: Uniform rate increase; at risk 

• Funding: Estimated $600 million in All Funds for FY 2022. 
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Rural Access to Primary and 
Preventive Services (RAPPS)

• Concept: Directed payment program that incentivizes 
primary and preventive services for persons with Medicaid 
in rural areas of the state.

• Implementation: September 1, 2021 (CMS approval 
received March 25, 2022) 

• Participants: Hospital-owned rural health clinics; 
freestanding rural health clinics

• Payment Type: Uniform rate increase; at risk 

• Funding: Estimated $11.3 million in All Funds for FY 2022. 
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DPP Quality Goals and 
Objectives (1 of 2)

CHIRP, TIPPS, RAPPS, and DPP BHS were 
developed as part of DSRIP Transition. 

• These new programs and QIPP are designed to 
advance the following goals from the July 2021 
Texas Managed Care Quality Strategy:

• Promoting optimal health for Texans at every 
stage of life through prevention and by 
engaging individuals, families, communities, and 
the healthcare system to address root causes of 
poor health

• Keeping patients free from harm by building a 
safer healthcare system that limits human error
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DPP Quality Goals and 
Objectives (2 of 2)

• Promoting effective practices for people with 
chronic, complex, and serious conditions to 
improve people’s quality of life and independence, 
reduce mortality rates, and better manage the 
leading drivers of health care costs

• Attracting and retaining high-performing Medicaid 
providers, including medical, behavioral health, 
dental, and long-term services and supports 
providers to participate in team based, 
collaborative, and coordinated care
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DPP Evaluation

• Per CMS requirements, DPPs must be evaluated to 
test whether the payment arrangement advances 
at least one of the goals and objectives of the 
State’s Managed Care Quality Strategy.

• The evaluation of the 4 new DPPs relies on 
provider-reported data and data from the 
Medicaid External Quality Review Organization

• The preliminary Year 1 evaluation was submitted 
to CMS in March 2022, and the final Year 1 
evaluation will be submitted to CMS by February 
2023
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DPP Quality Reporting (1 of 2)

• As a condition of participation in the programs, an 
enrolled participant must report on all structure, 
outcome and process measures in the components 
for which it is eligible.

• For structure measures, a participant must submit 
responses to reporting questions that summarize 
progress towards implementing a structure 
measure. 

• Providers are not required to implement 
structure measures as a condition of reporting 
or program participation.
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DPP Quality Reporting (2 of 2)

• For outcome and process measures, a participant 
must submit specified numerator and denominator 
data, and the reported rates must also be 
stratified by the required reporting payer types.

• Provider-reported qualitative and quantitative data 
will be used to monitor provider-level progress 
toward state quality goals and objectives.
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Budget Neutrality
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Budget Neutrality (1 of 2)

Key Principles

• Preserve budget neutrality and creates room for 
DSRIP transition, including directed payment and 
charity care programs

• Sustain an estimated $7 billion per year in vital 
budget neutrality for directed payment 
programs moving forward  

• “Without Waiver” expenditures will be rebased and  
include directed payment program funding
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Budget Neutrality (2 of 2)

Key Principles

• Account for potential adjustments for COVID-19 
adverse impacts to enrollment and expenditures 
used for rebasing

• Sustain funding for DSRIP Transition programs
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Evaluation
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External Evaluation (1 of 2)

• Evaluation Design Plan: Revision submitted 
February 2022 (pending CMS approval)

• Purpose: Provide insight into whether the state is 
progressing on the overarching goals of the 
Demonstration

• Main components:

• Medicaid Managed Care

• Supplemental Payment Programs

• Uncompensated Care

• Public Health Providers Charity Care Pool

• Cost outcomes for the Demonstration as a whole
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External Evaluation (2 of 2)

• Three Interim Evaluation Reports:

• March 2024

• March 2027

• September 2029

• One Summative Evaluation Report:

• March 2032
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Monitoring and Reporting
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Monitoring & Reporting

Terms of the waiver emphasize importance of 
monitoring and reporting

• COVID-19 disrupted data collection

• Terms negotiated with CMS 

• Emphasize the responsibility of the state to 
provide oversight of funds 

• Require additional reporting on sources of funds 

• Require new STAR+PLUS Home and Community 
Based Services reporting

• Require more frequent monitoring reports
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Upcoming Amendments
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Senate Bill (S.B.) 1096 

• Directs HHSC to seek a waiver of comparability to 
exempt STAR Kids members from all preferred 
drug list prior authorizations to meet the 
requirements of Government Code section 
533.005(a)(23)(L), as added by S.B. 1096, 86th 
Legislature, Regular Session, 2019. 



House Bill (H.B.) 4533

• Section 32 of H.B. 4533, 86th Legislature, Regular 
Session, 2019 directs “[I]f the Health and Human 
Services Commission determines it would be cost 
effective, the executive commissioner of the Health and 
Human Services Commission shall seek a waiver or 
authorization from the appropriate federal agency to 
provide Medicaid benefits to medically fragile individuals:

(1) who are 21 years of age or older; and

(2) whose health care costs exceed cost limits under  
appropriate Medicaid waiver programs, as defined by 
Section 534.001, Government Code.”



House Bill (H.B.) 133 (1 of 2)

• House Bill 133, 87th Legislature, Regular Session, 
2021 directs HHSC to include the Case Management 
for Children and Pregnant Women (CPW) Medicaid 
benefit in the managed care service array. 

• CPW is currently provided via fee-for-service, 
even for clients enrolled in managed care.
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House Bill (H.B.) 133 (2 of 2)

• House Bill 133 also directs HHSC to provide an 
additional four months of Medicaid eligibility to 
women receiving Medicaid at the time they deliver 
or experience an involuntary miscarriage, for a 
total of six months postpartum coverage. 
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Web Links to Resources

• 1115 Transformation Waiver Demonstration 
Year (DY10) annual report

https://hhs.texas.gov/laws-regulations/policies-
rules/waivers/medicaid-1115-waiver/waiver-
overview-background-resources

• COVID-19 provider resources

https://hhs.texas.gov/services/health/coronavirus
-covid-19/medicaid-chip-services-information-
providers
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Public Comment (1 of 2)
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Public Comment (2 of 2)

HHSC will now take public comments

• Oral comments provided virtually.

• Oral comments provided in-person.
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Thank you 
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