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November 16, 2015

The Honorable Sylvia Mathews Burwell, 
Secretary
Department of Health and Human Services
200 Independence Ave SW
Washington, DC


RE: Texas Proposal to Extend its Section 1115 Medicaid Demonstration Project

Dear Secretary Burwell: 

We are writing to express our support for the extension or renewal of Texas’ Healthcare Transformation and Quality Improvement Program 1115 demonstration waiver. However, we stop short of recommending approval of the full request without taking into consideration how Texas could better address its uncompensated care costs through a more deliberate effort to reduce the high rates of uninsured individuals in our state.  

As you know Texas is home to the highest rate of uninsured in the country, with more than one million low-income adults left in the coverage gap due to the state’s refusal to expand coverage using available Medicaid funds.[endnoteRef:1] At the same time Texas spends an estimated five billion dollars a year on uncompensated care[endnoteRef:2].  While the 1115 waiver has provided critical funds over the last several years to address uncompensated care costs, we share CMS’s concern that waiver funds be used for this purpose on an ongoing basis. We agree that a better solution to Texas’ uncompensated care costs would be to utilize Medicaid expansion funds to provide full coverage to uninsured individuals. This would benefit the state in multiple ways; improving health care outcomes and offering a much better financial deal for our state. We strongly support CMS utilizing discussions with the state about the 1115 waiver request to move state leaders towards solutions that provide individuals at all income levels access to affordable and comprehensive healthcare coverage. Our only note of caution is that our state’s safety net hospitals are highly dependent on existing supplemental payments to compensate for care they provide to the uninsured. Any shift away from the current use of waiver funds for uncompensated care and towards coverage expansion should be undertaken in a manner and on a timeline that will not create a crisis in Texas’ safety net system.  [1:  Martinez, Michael E., and R. A. Cohen. "Health insurance coverage: early release of estimates from the National Health Interview Survey, January–June 2010." National Center for Health Statistics. December (2012).]  [2:  Reiter, Kristin L., Marissa Noles, and George H. Pink. "Uncompensated Care Burden May Mean Financial Vulnerability For Rural Hospitals In States That Did Not Expand Medicaid." Health Affairs 34, no. 10 (2015): 1721-1729.] 


We support the continued operation and funding of the Delivery System Reform Incentive Payments (DSRIP) projects, which have brought important and beneficial capacity to Texas communities. However, we believe that CMS’ goal for working with Texas and other states to incorporate these innovative best practices into Medicaid Managed Care plans and Medicaid reimbursement policies is critical. These innovations should be made available to all Medicaid enrollees.  

Lastly, we are concerned that the current funding structure for Texas’ waiver provides disproportionate support to hospitals across the state. Because local matching funds are required for the inter-governmental transfer (IGT) that allows hospitals to access waiver funds, hospitals in urban areas benefit to a much greater extent than smaller community hospitals which have limited fiscal capacity to provide IGT[endnoteRef:3].  As a result, smaller hospitals in rural parts of our state are feeling the full brunt of cost containment policies under the ACA. In fact, Texas has the highest rate of rural hospital closures in the country[endnoteRef:4].  While we support a more equitable funding structure, the financial strains on our rural hospitals further highlight the critical need for a coverage solution.  (Residents in rural counties are more likely to be uninsured and more likely to benefit from Medicaid expansion[endnoteRef:5]. Fourteen of the fifteen counties with the highest level of uninsured are Texas rural counties.)  [3:  Walters, Edgar. “Rural Hospitals Struggle to Keep Their Doors Open,” The Texas Tribune (Austin, TX), March. 20, 2015.]  [4:  Walters, Edgar. “Rural Hospitals Struggle to Keep Their Doors Open,” The Texas Tribune (Austin, TX), March. 20, 2015.]  [5:  Martinez, Michael E., and R. A. Cohen. "Health insurance coverage: early release of estimates from the National Health Interview Survey, January–June 2010." National Center for Health Statistics. December (2012).] 


The Children’s Defense Fund has advocated for the healthcare needs of Texas children and families for over 15 years. We recognize the importance of parent coverage on a child’s health and wellbeing which is why we consider coverage expansion a children’s issue. We join Texas businesses, providers, local county officials, researchers, and affected Texans in urging our state to take advantage of Medicaid expansion funds to close our state’s coverage gap. We thank you in advance for any encouragement you can provide to our state leaders that will help us achieve this goal. 

Please contact Patrick Bresette (pbresette@childrensdefense.org) or Laura Guerra-Cardus (lguerracar@childrensdefense.org) if you need any additional information. 
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