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Briefing Book Executive Summary 
 
This briefing book is the first attempt to compile, in a comprehensive manner, all of the 
background information around the agreements, financing, development and 
implementation of the medical school, teaching hospital, Community Care Collaborative 
(integrated delivery system or CCC) and the Texas 1115 Waiver.  This is an initial effort to 
clearly articulate what the issues are with the healthcare system in Travis County, what 
initiatives are being proposed to address the issues, what financing is required to address the 
issues and what role Central Health will play in addressing the issues.  This briefing book 
provides as current a status update as exists but should not be considered final - many pieces 
continue to move and take shape as we write so that we are only able to capture the most 
current status of negotiations, agreements and decisions. Specifically, negotiations with Seton 
are continuing around the CCC and additional requirements continue to be issued by the 
Health and Human Services Commission (HHSC) around the Waiver. 
 
The purpose of this information is to provide the Board of Managers all of the available 
agreements, plans, data and analyses in order to support the decision-making process. 
 
The book is organized under a Table of Contents.  Each section has a summary document 
first that is followed by a source document(s).  The summaries take two forms �– they are 
either summaries highlighting key points of longer documents or narrative explanations of 
spreadsheets or other documents requiring elucidation. 
 
The following categories of information are included in the briefing book (please refer to the 
Table of Contents for the complete list): 
 

 Foundational Documents including the Letter of Intent and the Memorandum of 
Understanding on the location of the medical school; 

 Information about the CCC including populations to be served, proposed services, 
plan for implementation, proposed governance and letter of support from HHSC; 

 Financial Analyses including IGT capacity, DSRIP funding, medical school needs, 
and tax rate scenarios; and 

 Appendices including Letter from Greater Austin Chamber of Commerce and Sen. 
Watson�’s memo regarding the proposed tax increase. 
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IDS Briefing Book Frequently Asked Questions 
 
What is the problem with our current system? 
There are over 200,000 people in Travis County with no insurance even though almost 6 of 
every 10 have family members who are employed. 
 
 
Travis County has a shortage of providers and the healthcare system is fragmented.  Many 
people are not able toto access the right care at the right time and place so they end up going 
to the emergency room when they could be treated in a primary care setting.  Overuse of the 
emergency room drives up the cost of care for everyone, including those who are insured, 
and it means that those who truly need emergency treatment may have to wait longer. 
 
Central Health was created in 2004 to expand access to healthcare for uninsured residents of 
Travis County. We have expanded access to primary care, specialty care, behavioral health 
services and prescription drugs.    Additional funds would allow us to create a system of care 
that is more effective, efficient and affordable through expansion of health promotion, 
disease prevention and disease management programs.  Additionally, we will be able to 
expand primary, specialty and behavioral health services to more individuals and families. 
 
How does this tax increase help fulfill Central Health�’s mission? 
Additional funds will leverage Federal funds and enable Central Health to continue the work 
it does now while improving care for a growing population with an emphasis on healthcare 
system improvements: 

1.  Develop a better coordinated more effective and efficient system to care for the 
uninsured thereby improving care and decreasing over use of the emergency room 
and the need for inpatient stays  

2. Expand access to primary, urgent, specialty and behavioral health services for more 
people in part through a partnership with the medical school which will provide 
residents, faculty and students to provide care. 

3. Provide more prevention and wellness services as well as disease management 
services improving overall patient health and decreasing healthcare costs 

 
 

What would this cost the average homeowner? 
This 5 cent increase would cost the average homeowner (house valued at $200,000) less than 
$9 per month. 
 
The current annual taxes paid by the average homeowner for healthcare services is $169-per 
year.  The proposed increase if the value of an average home stayed the same would be $107 
for a total of $276 annually. 
 
For comparison, the increase would raise Travis County�’s tax rate for healthcare to 12.894 
while other urban hospital district tax rates range from a low of 16.24 in Nueces County 
(Corpus Christi) to a high of 27.62 in Bexar County.  This increase would still keep Travis 
County substantially below most other urban districts. 
 
How much money will this generate? 
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An increase of 5 cents will provide about $54 million per year in new local dollars.  These 
funds will be available for a Federal match of about $76 million for a total of $130 million 
new dollars in Travis County to be used to improve our health care system and support a 
new medical school and teaching hospital.  This is our local opportunity to bring Federal 
dollars to Travis County that would otherwise go to another state. 
 
These additional federal funds will help us to transform the local delivery system for the 
uninsured and will upgrade the healthcare infrastructure for all residents regardless of 
insurance status.  This transformation will focus on expanding prevention as well as helping 
individuals get the right care at the right time in the most cost effective setting.  This will 
help stretch our healthcare dollars further �– by continuing to create access to care to more 
places other than the emergency rooms. 
 
 
Since the Affordable Care Act has been upheld why do we need this? 
The portions of the Affordable Care Act affecting those most in need �– expansion of 
Medicaid - may not occur in Texas due to decisions made at the state level. 
 
Therefore this is our local opportunity to bring back our share of the federal dollars available 
for improving the healthcare infrastructure. 
 
If the Affordable Care Act did go forward as planned and Medicaid was expanded, our local 
savings would be between $7-8 million dollars per year, not enough to fill the needs and 
expand healthcare significantly here in Travis County. 
 
Why do we need to do this now? 
 
Doctor and healthcare provider shortage 
Our community will face a shortage of 770 doctors by 2016.  More physicians are reaching 
retirement age and we are not replacing them fast enough.  Additionally with continuing 
population growth and the aging of the population, there is a continually expanding demand 
for more healthcare services.  Many in our community face long wait times to receive the 
care they need.  Long wait times often result in people going to the emergency room to get 
the care they need. 
 
Medical school students and doctors in training (residents) can and do deliver care during 
their educational journey making the creation of a medical school and the building of a new 
teaching hospital an opportunity for increased access to clinical care.  
 
Studies show that 80 percent of doctors  who receive their education and training in Texas 
stay in those same communities and set up practice  A local medical school will help us grow 
and keep our supply of providers. 
 
Expected Population Growth in lower SES segment 
�“Low income and poverty populations are growing at twice the rate as the population as a 
whole. (Community Action Network report).  The percentage of individuals who are low-
income increased in 2009 and 2010 for the City, the County, our region, the State, and the 
nation.  This trend is expected to continue in Central Texas.   
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 Out of 211,000 uninsured, approximately 136,000 live below 200% of FPL.   
 During 2011, 30,000 uninsured patients received outpatient clinical care from local 

safety net providers (not including Medicaid, Medical Access Program (MAP), or 
other payors). 

 An additional 35,000 uninsured patients utilized inpatient or emergency services 
without receiving any outpatient clinical care, a potential indicator of unmet 
need.  Central Health is currently analyzing data about these patients to identify 
opportunities to provide care in a more cost-effective setting. 

 
Silver Tsunami 
Between 2000 and 2012, Travis County Citizens 65+ grew by 36%.  The Austin Metro area 
had the second highest growth of citizens 65+ in the nation. People over 65 access health 
care services twice as much as those under 65.  
 
Unique Opportunities 
This is a unique point in time for healthcare that offers significant opportunity to expand 
care and improve the health of people in our community.  The federal government through  
the Centers for Medicaid and Medicare Studies (CMS) and the Centers for Disease Control 
(CDC) is emphacizing a new approach focusing on prevention and better health, lowering 
costs of healthcare and improved quality of care.  Secondly, the 1115 Waiver offers the 
opportunity to secure significant resources to support the goals set at the federal level.  This 
will mean that we can begin to move away from disjointed, episodic care to care that focuses 
on preventing illness and intervening earlier in a more cost effective way when a patient 
needs help.   
 
How does this affect me if I have insurance?  Why should I care? 
The cost of care for the uninsured is passed on to you through higher health insurance 
premiums. Reorganizing how care is provided and making more care available will help keep 
people healthy and out of the emergency rooms and hospitals, helping drive down the cost 
of care, with less being passed on to the insured. 
 
In 2009, Center for American Progress Action did an update to a study that estimated how 
costs for the uninsured drive up the cost of insurance premiums for the insured. 
Nationwide, it estimated that in 2009, 8 percent of families�’ health care premiums�—
approximately $1,100 a year�—is due to unreimbursed costs from the uninsured.  For Texas, 
the study estimated a $1,800 increase for family premiums and a $630 increase for individual 
premiums.  This represents approximately 13% of total premium costs. 
  
Every day you interact with individuals in restaurants, stores and other public places.  To 
keep you and your family healthy means making healthcare available to everyone. 
 
 
Living in a community means that we interact with one another in a variety of settings every 
day �– in stores, restaurants, businesses, schools, for example.  Expanding healthcare services 
to more people means that we all stay healthier as infections and viruses are treated more 
quickly and appropriately, limiting the opportunity for illnesses to spread.   
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The overall societal costs of obesity, diabetes and other preventable chronic conditions are a 
drag on our economy �– people are less productive and experience more sick days.  
Preventing and effectively managing chronic disease will make our community healthier and 
support our economic prosperity by keeping people on the job.   
 
Healthy children are able to attend school and learn.  Studies show that health status 
improves with level of education as does economic status.  Helping our children stay healthy 
and in school ultimately helps the future economic viability of our community. 
 
How do these efforts support a medical school? 
Expanding access to care and improving quality of care requires more providers, of which 
there is a shortage across Texas.  Support for the medical school is one way to expand the 
provider pool  - medical school faculty, residents and students provide direct clinical care to 
the community as part of the education and training process. 
 
Your local tax dollars along with the federal matching funds will be placed into a new non-
profit Community Care Collaborative also refered to as an Integrated Delivery System that 
will contract with the Medical School for increased clinical care for all members of our 
community. 
 
The creation of a medical school and the building of a new teaching hospital means  
increased clinical services for our community.  
 
 
What about women�’s health issues? 
Women�’s services currently provided, including a full range of reproductive health services, 
will be continued.  However, new funding from the tax increase and the Federal matching 
dollars will expand these services including more screening and treatment for various types 
of cancer prevalent in women.  There will be better access to primary and specialty care as 
well as more behavioral health services with a focus on post-partum depression.  
 
Why do we need an additional 5 cents? 
 
 
What are the financial implications of this tax election? 
We have the opportunity to bring an additional $130 million dollars annually into the Travis 
County healthcare system but we do not currently have enough local funds to draw down 
the total amount of federal dollars available. We do not want to leave those funds unused 
when the needs of our community are so great.  We do not want them to go to another 
state. 
 
What is the 1115 Medicaid Transformation Waiver? 
The 1115 Medicaid Waiver is a mechanism that changes the way that healthcare services for 
low income populations are financed in Texas. The Waiver has three primary goals:  

 Improve care for individuals through improving access to care,  quality of care, 
and health outcomes 

 Improve health of the population 
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 Lower costs through healthcare system improvements 
 
What does the 1115 Waiver mean for Travis County? 
For every $1.00 we raise locally, we get a match of $1.46 in Federal funds to help those in 
our community.  This process through which $1.00 in local money becomes $2.46 to spend 
on health care in Travis County, could mean more than $130 million in new money to 
upgrade the healthcare system and provide more services in our community. 
 
How do you plan to use the additional funds? 
Central Health will use the new funds to upgrade and improve the local healthcare delivery 
system and expand access to care including primary care, specialty care and mental and 
behavioral health services.  In the area of primary care, for example, we will expand clinic 
hours to ensure care is available when it is needed, reducing over use of the ER.  In the area 
of specialty care, services such as cancer care, gastroenterology and pulmonology will be 
expanded to reduce wait times and need for out of county travel.  In behavioral health we 
are focusing on closing gaps by adding services such as a 24/7 psychiatric emergency service 
that will provide quicker access to care and reduce the use of the medical emergency 
roomfor psychiatric issues.  Most significant is the development of an integrated delivery 
system that will transform the way we deliver healthcare to individuals in need. 
 
What are the goals of the Community Care Collaborative(CCC)? 

 Reorganize the delivery system in order to provide more effective and efficient 
quality care and improve patient outcomes 

 Reduce hospital readmissions 
 Eliminate inappropriate utilization of the healthcare system and increase care in the 

most appropriate settings 
 Provide non-clinical services (e.g. patient navigation) to strengthen continuum of 

services 
 Develop metrics to measure the effectiveness of the new system 
 Use assets of the CCC to serve the safety net and the general population 
 Develop a mutually agreed upon benefit plan for safety net population based upon 

actuarial data 
 
 
How does this affect me in my workplace? 
A healthy economy needs a healthy workforce.  Creating more and better healthcare means 
small businesses have employees who can be on the job and more productive.   
 
 
How does this affect me at school? 
Healthy students attend school and learn better.  A healthy student has a much better 
opportunity to perform academically and graduate to become a productive contributing 
member of our community.  
 
 
What are the estimated economic impacts? 
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An analysis of the potential economic impact of the addition of the medical school and 
related facilities and activities was conducted by John Hockenyos of TXP, Inc.  This analysis 
estimates that the creation of a medical school would generate direct annual spending of 
almost $1 billion and 6,900 jobs.  When considering the ripple effect on economic activity 
(e.g. individuals traveling here to receive care and using local services such as hotels and 
taxis) the total economic impact generated is more than 15,000 new permanent jobs at all 
skill levels and across industries in the region and close to $2 billion dollars annually in 
economic activity.  

It is expected that the research component should spin-off companies as the research is 
translated to commercial opportunities.  The impact will bolster our burgeoning 
biotechnology sector and generate new industries such as life sciences.  The presence of a 
medical school and teaching hospital are critical to the emergence of new industries and 
support of current sectors. 

 

What is the 10 in 10 initiative that Senator Watson is leading? 
In September 2011, State Senator Kirk Watson called on Travis County to address Central 
Texas�’s health needs and opportunities by achieving 10 important goals over the next 10 
years. The 10 goals are: 
 
1. Build a medical school. 
2. Build a modern teaching hospital. 
3. Foster modern, uniquely Austin health clinics. 
4. Develop a research institute and laboratories for public and private research. 
5. Launch a new commercialization incubator. 
6. Make Austin a center for comprehensive cancer care. 
7. Provide needed behavioral health services and facilities. 
8. Improve basic infrastructure, and create a sense of place. 
9. Bolster the medical examiner�’s office. 
10. Solve the funding puzzle. 

 
The 10 steps are not in order of importance, but the first two�—to build both a medical 
school and a new, modern teaching hospital�—will help us to achieve all of the other goals.  
For more information visit: www.healthyatx.org 
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Summary of Problem Statement  
 
This is a defining moment in the history of the safety net healthcare system here in Travis 
County. We are faced with three problems that must be resolved to bring the healthcare 
system into the 21st century.  They are: 
 

1. The delivery system is fragmented and overwhelmed. 
2. The public safety net hospital is aging and outmoded. 
3. There is a severe shortage of doctors and other providers. 

 
Central Health, the Travis County Healthcare District, was created by the voters in 2004 
under Chapter 281 of the Texas Health and Safety Code. Upon its creation, Central Health 
received an initial tax rate, most of which came from the City of Austin, with a smaller 
portion coming from Travis County. 
 
The healthcare system in Travis County has always been unique in several ways. One way in 
which it differs from other county-wide systems in Texas is that most counties or Hospital 
Districts bear the financial burden of providing safety net healthcare services.  Here in Travis 
County, that burden was carried mostly by the City of Austin until the creation of Central 
Health. 
 
Another way in which Travis County differs from the rest of Texas is that its safety net 
hospital is publicly owned but privately operated for the last 17 years, since 1995. 
Brackenridge Hospital, now University Medical Center Brackenridge (UMCB), was leased by 
the City of Austin to the Seton Healthcare Family in 1995; in 2005, ownership of the 
hospital and the Seton lease arrangement transferred to Central Health. 
 
Pursuant to the lease of UMCB, Seton has provided emergency and trauma care, acute care 
services, and some specialty care services for the safety net population mostly at its own 
expense, with little tax funding. Although Seton assumed responsibility for the safety net 
hospital, it has continued to pay rent to Central Health through the UMCB lease, as it paid 
to the City of Austin prior to 2005.  Over an eight-year period since 2005, Seton has paid 
$234 million in rent for UMCB, and during the same period Central Health made payments 
for hospital services of $275 million �– a net payment to Seton of only about $5 million per 
year. In addition, Seton has invested $70 million for capital improvement to UMCB since 
1995, above and beyond its obligation to do so under the lease.  
 
In other Texas counties with hospital districts, the hospital and related services are generally 
owned and operated by the districts.  Examples include Parkland in Dallas and JPS in 
Tarrant County. This arrangement means that the hospitals do not pay rent as Seton does 
and that they received significantly more property tax subsidy.  In other words, they are 
funded by taxes to a much greater extent than is Seton. 
 
While the arrangement in Travis County has greatly benefited the public and the taxpayers, it 
has placed significant strain on the local healthcare system.  One of the most significant 
issues is that the system is not connected or coordinated �– patients are tossed back and forth 
between hospital and clinic providers resulting in episodic, disjointed care that increases 
costs and doesn�’t do enough to improve patient health. Additionally, notwithstanding 
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Seton�’s capital contribution of $70 million, the current system has resulted in the need to 
replace UMCB with a modern facility.  The current facility is seriously outdated and not able 
to meet the needs of a rapidly growing community.   
 
Our community will face a shortage of 770 doctors by 2016.  More physicians are reaching 
retirement age and we are not replacing them fast enough.  Additionally with continuing 
population growth and the aging of the population, there is a continually expanding demand 
for more healthcare services.  Many in our community face long wait times to receive the 
care they need.  Long wait times often result in people going to the emergency room to get 
the care they need. 
 
Medical school students and doctors in training (residents) can and do deliver care during 
their educational journey making the creation of a medical school and the building of a new 
teaching hospital an opportunity for increased access to clinical care.  
 
Studies show that 80 percent of doctors who receive their education and training in Texas 
stay in those same communities and set up practice.  A local medical school will help us 
grow and keep our supply of providers. 
 
Attached to this summary is a problem statement that encapsulates the problems that now 
face Travis County, and which make the safety net system inefficient and less effective than 
it should be. The good news is that with the Texas 1115 Medicaid waiver, the 10 in 10 
initiative, and the intent of Central Health and Seton to partner in an integrated delivery 
system (CCC), our community can take significant steps in addressing these problems. 
 



Prolem Statement - Reforming the Healthcare Delivery System in Travis County

The healthcare delivery system for low-income uninsured residents in Travis County is inadequate. Travis County's 
population is expected to grow rapidly and we must plan the expansion of our delivery system now or we will fall further 
behind. Addressing the issues below will help keep our workforce on the job, our kids in school, and our emergency rooms
available for those who need them most.

Problem Solution Plan
 The delivery system is fragmented and 
overwhelmed. The safety-net hospital is 
delivering care that can and should be 
provided in more appropriate, cost 
effective settings. 

Create an integrated system that delivers 
the right care to the right people at the 
right time and place. 

 Central Health and Seton will plan and 
implement a modern well-integrated 
system of primary care, specialty care, 
behavioral health, and state-of-the art 
acute care. 

 The public safety-net hospital, University 
Medical Center Brackenridge, is aging 
and outmoded. 

 Replace UMCB with a modern teaching 
hospital. 

 Seton will spend up to $250 million to 
build a new teaching hospital on a site 
owned by Central Health. 

 There is a severe shortage of doctors 
and other providers in Travis County. 

 Build and operate a medical school to 
expand clinical care capacity through 
services provided by faculty, residents, 
and students. 

 UT will build a medical school near the 
teaching hospital, whose faculty, 
residents, and students will provide care 
at our community clinics and a multi- 
specialty care center. 

reform by:

1. Leveraging private and institutional contributions;
2. Increasing our local tax match capacity; and
3. Using federal funds available from the 1115 waiver.

 We will not be able to reform the system adequately without addressing each of these three problems. We need to maximize 

Page 1
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Summary of Central Health / Seton Letter of Intent  
 
 
The Letter of Intent between Central Health and Seton is a non-binding agreement that 
outlines the intent of the two entities to create an integrated delivery system (CCC) and 
associated necessary binding agreements, with approval of respective boards, no later than 
December 31, 2012.  The parties will develop a Master Operating Agreement (MOA) within 
which will be detailed the specific agreements related to the areas of responsibility, 
development, structure, ownership and operation of the IDS as well as related facilities.   
 
The IDS will be structured as a non-profit health care organization with initial voting 
members including Central Health and Seton.  Central Health will have majority voting 
membership of 51%, with Seton having 49%. Nevertheless, the CCC will be a true public-
private partnership in which the parties mutually agree to manage the risk for providing 
safety-net healthcare services.  Additional members may be considered for the CCC 
provided those members contribute financially to the CCC and assume responsibility for a 
portion of the care of the safety net population targeted by the IDS.  This entity will aspire 
to be like an Accountable Care Organization (ACO) which is looked upon favorably by the 
Federal Government. 
 
The MOA will detail the financing and compensation agreements. The CCC will be eligible 
to receive funds from government sources and others, in particular from the Texas 1115 
Medicaid waiver.  Central Health agrees to provide appropriate funding for the CCC.  Seton 
will continue to receive same level of compensation as in the current lease arrangement and 
continue providing same level of service.  It is expected that Seton will perform additional 
services and receive appropriate compensation for same.  The entities will work together to 
evaluate opportunities for coordinating resources to improve the healthcare system. 
 
The parties agree to develop a plan for the facility currently housing University Medical 
Center at Brackenridge (UMCB).  Additionally, they will work together to support the 
creation of a medical school and new teaching hospital and envision these assets to support 
the expansion of services to the safety net.  Seton commits to spend up to $250m on 
construction of a new teaching hospital suitable to serve the safety net population.  Central 
Health will own the land under the hospital and provide a 100 year ground lease to Seton. 
 
As a non-profit healthcare entity, the CCC will receive funds and make arrangements for the 
delivery of services to the target safety net population.  Parties to the MOA will evaluate and 
leverage existing resources, including providers and entities, to maximize the opportunity for 
improved delivery of services.  The overall goals for the CCC are to: 

 Reorganize the delivery system in order to provide more effective and efficient 
quality care and improve patient outcomes 

 Reduce hospital readmissions 
 Eliminate inappropriate utilization of the healthcare system and increase care in the 

most appropriate settings 
 Provide non-clinical services (e.g. patient navigation) to strengthen continuum of 

services 
 Develop metrics to measure the effectiveness of the new system 
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 Use assets of the IDS to serve the safety net and the general population 
 Develop a mutually agreed upon benefit plan for safety net population based upon 

actuarial data 
 
The parties intend to improve and expand healthcare services for the safety net population.  
Expansion of services in the following areas is envisioned by the parties: 

 Primary care, including urgent care access 
 Specialty care, including multi-specialty clinics affiliated with the teaching hospital 
 Disease management and chronic care 
 Outpatient and inpatient behavioral health services 

 
In particular the LOI indicates a commitment on the part of Central Health to make 
available comprehensive women�’s health services.  Additionally, the parties highlight the 
commitment to expanding access to behavioral health services. 
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Summary of Graphic Overview of Community Care Collaborative (CCC) 
 
The attached document is an effort to summarize pictorially the integrated delivery system 
(CCC) that Central Health and Seton intend develop and how the new delivery system will 
be undergirded and strengthened by a new medical school and teaching hospital. 
 
As the picture demonstrates, Central Health will have a 51% stake in the governance of the 
CCC, with Seton having a 49% stake. However, the CCC is intended to be a true public-
private partnership in which the parties jointly manage the delivery of healthcare through a 
system of care management that provides the right services at the right time and place. 
 
The CCC will rely heavily on medical school and teaching hospital faculty, on residents, and 
students on to expand the availability of services by providing direct clinical care to CCC 
patients.  
 
The new teaching hospital replacing University Medical Center Brackenridge, will be a state-
of-the art facility that offers expanded training opportunities and services while continuing 
to serve as the regional level-one trauma center, providing care for Travis County residents 
and others. 
 
The CCC will provide access to a continuum of services including acute-care services at the 
teaching hospital as well as additional primary care services (including after-hours and 
weekends), enhanced  specialty care and behavioral health services, and increased women�’s 
health services such as cervical cancer screenings.  These services will be provided through 
contracts with community health centers and other providers. 



CCC Structure

Clinical Services from
Residents, Faculty,
Medical Students, and
Other Providers in
Community Clinics
and Other Settings

Financial Support for

Clinical Care Expansion

Contracts With

Providers

Teaching 
Hospital

Medical 
School

51% 49%
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Summary of Draft Memorandum of Understanding (MOU) regarding  
Location of New Teaching Hospital and Medical School 
 
This is a non-binding agreement between Central Health, The University of Texas at Austin, 
and Seton Healthcare Family, and it is still in draft form.  The three parties to this agreement 
have had several discussions regarding the location of a new teaching hospital that Seton 
would construct and operate as the safety net hospital and have also discussed the location 
the medical school that UT intends to build and operate. 
 
Both of these facilities are integral to the Central Health / Seton joint vision of creating an 
integrated delivery system that would rely on the teaching hospital and the medical school as 
a source of providers of healthcare services:  faculty, residents, and advanced medical 
students.   
 
The MOU states that the three entities are committed to working together to identify the 
best location for the medical school, teaching hospital, and related healthcare facilities, and 
that the ideal location is adjacent to or in close proximity to the existing University Medical 
Center at Brackenridge.  The parties further agree to that there is sufficient land space to 
accommodate all of these facilities.  
 
The governing boards of each entity must approve any legally enforceable agreements.  
 



DRAFT 
(7-23-12) 
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MEMORANDUM OF UNDERSTANDING 

This is a Memorandum of Understanding (“MOU”) between Travis County Healthcare 

District d/b/a Central Health (“Central Health”), The University of Texas at Austin (“UT”), and 

Seton Family of Hospitals (“Seton”) regarding their mutual desire and intention to collaborate on 

the location of key components of a proposed new medical school and teaching hospital as 

described below.  Central Health, UT, and Seton are also individually referred to as “party” and 

collectively referred to as “parties.”  The effective date of this MOU is August 1, 2012 

(“Effective Date”).   

1. Medical School.  The parties support the creation, development, and construction 

of a medical school and related research facilities to be located in Austin and reporting through 

and operated by UT Austin (“Medical School”).   

2. Teaching Hospital.  Seton desires to construct, equip, and operate a hospital that 

would serve as the primary teaching hospital (“Teaching Hospital”) for the Medical School.   

3. IDS.  Central Health and Seton have executed a Letter of Intent in which they 

have agreed to seek to form a new integrated health care delivery system (“IDS”) to provide 

services to the safety net population of Travis County, including through the development of the 

Teaching Hospital and the Medical School.   

4. Medical School and Teaching Hospital Sites.  The parties intend to work 

together and with their governing boards to determine by mutual agreement the site location of 

the Medical School, the Teaching Hospital and other related healthcare facilities.  The parties 

agree that the optimal location is at, adjacent to, or in close proximity to the existing University 

Medical Center at Brackenridge hospital complex (“UMCB”).  The parties believe there is 
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sufficient land space to accommodate the Medical School, Teaching Hospital and other related 

support facilities.  The parties are open to discussion of all measures that will make such land 

space available in a manner needed collectively and individually by each of the parties to this 

understanding.   

5. Confidentiality Agreement.  The parties acknowledge and agree that they will 

negotiate and execute a confidentiality and non-disclosure agreement prior to the commencement 

of the discussions contemplated by the MOU.   

6. Approvals.  This MOU is not a legally enforceable or binding obligation or 

agreement between the parties.  The parties acknowledge and agree that they cannot and will not 

reach any legally enforceable and binding agreement until each of their respective governing 

boards has approved such agreement and such agreement has been properly executed.  In 

addition, this MOU does not create any legally enforceable or binding obligation on either party 

to execute any final enforceable agreements.   

7. Expenses.  Each party will pay its own expenses and costs incidental to the 

negotiation and completion of this MOU.   

8. Effective Date.  The MOU will remain in effect for one year from the Effective 

Date.  Any party may terminate the MOU at any time in its own discretion by written notice to 

the other parties.   

9. Counterparts.  This MOU may be executed in counterparts, each of which shall 

be original but which together shall constitute one and the same instrument.   
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IN WITNESS WHEREOF, the parties hereto have caused this MOU to be executed by 

their duly authorized officers, all as of the dates written below.  

 
TRAVIS COUNTY HEALTHCARE DISTRICT  
D/B/A CENTRAL HEALTH    
 
 
 
By: ________________________________ 
Name: ________________________________ 
Title: ________________________________ 
 
Date: ________________________________ 
 
 
THE UNIVERSITY OF TEXAS-AUSTIN   
 
 
 
By: ________________________________ 
Name: ________________________________ 
Title: ________________________________ 
 
Date: ________________________________ 
 
 
SETON FAMILY OF HOSPITALS   
 
 
 
By: ________________________________ 
Name: ________________________________ 
Title: ________________________________ 
 
Date: ________________________________ 
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Summary of Correspondence regarding the Integrated Delivery System (CCC) from 
Tom Suehs, Commissioner of Texas Health and Human Services  
 
 
Central Health and Seton have signed a Letter of Intent to develop and operate an integrated 
delivery system (CCC) that would use funding from the Texas 1115 Medicaid waiver (from 
the Delivery System Reform Incentive Payments or �“DSRIP�” pool) to transform the local 
healthcare delivery system. 
 
Because of the significance of waiver funding to the parties�’ vision for the CCC, the ability 
of the CCC to receive waiver funds directly is of paramount importance.  Receiving funds 
directly allows for more transparency in how the funds will be used to restructure the 
delivery system and also allows for more effective coordination of the funding and delivery 
of the services by the public-private entity that the CCC comprises. 
 
Senator Kirk Watson has played a crucial role in ensuring that staff from the Texas Health 
and Human Services Commission and the Centers for Medicare and Medicaid Services 
(CMS) understand the CCC and the unique role it will play here in Travis County.   
 
We are fortunate in that we have received preliminary approval from Tom Suehs, the 
Commissioner of Texas Health and Human Services.  Attached is a letter dated June 29, 
2012 from Commissioner Suehs to the Central Health President and CEO, Patricia Young 
Brown that expresses his support for the CCC proposal.   
 
Also attached are two other letters.  One is a letter from Commissioner Suehs to Senator 
Watson discussing the Senator�’s meeting with Cindy Mann of CMS and the need to clarify 
some remaining issues with CMS once final guidelines are issued. The other is a letter of 
support for the CCC from our Congressional Representatives, Lloyd Doggett and Michael 
McCaul.  
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Summary of CCC Population Description / Definition of Complex or Chronic Conditions 

Attached to this summary are a one-page tabular analysis of the CCC population as well as a memo 
discussing patients with multiple chronic conditions. 

The CCC seeks to create effective health care for patients near or below the Federal Poverty Level 
(FPL) and for those who have complex healthcare needs such as multiple chronic conditions.  While 
the CCC may eventually expand its service provision to additional populations in Travis County, it 
will initially target current Central Health Medical Access Program (MAP) enrollees as well as high-
risk uninsured patients with two or more defined chronic conditions.  

All patients served by the CCC must be Travis County residents.  The CCC will focus on residents 
between the ages of 18 and 64 because these patients groups traditionally are not eligible for other 
publicly administered health coverage programs such as CHIP or Medicare.   

 Currently, the population of Travis County adults between the ages of eighteen (18) to sixty-four 
(64) is estimated to be 725,687.  Of this population, 477,979 receive medical coverage through 
private insurance, 22,000 are covered by Medicaid, and a remaining 9,000 receive medical care 
through the VA Star or other institutional systems.  The remaining population falls in the MAP 
population, 23,750 people, and the Uninsured, calculated at 192,711.   

The CCC will serve multiple populations, expanding the care beyond the current Central Health 
Medical Access Program (MAP) as follows.   

MAP Enrollees:  Current MAP enrollment is now limited based solely on set eligibility criteria and 
the available number of screening appointments.  MAP enrollees currently fall into three categories 
which include: Travis County residents at or below 100% of FPL, undocumented county residents at 
or below 21% of FPL, and residents who are in the application process for Social Security Income 
(SSI) who are at or below 200% of FPL.  To enroll in MAP, patients cannot have medical coverage 
from an alternate source.   

The CCC will cap MAP enrollment at its current level of approximately 23,750 beneficiaries.  After 
implementation of the CCC, slots in the program would become available to new patients as MAP 
recipients exit the program by leaving the area or receiving insurance coverage from another source.   

Patients with Multiple Chronic Conditions:  A key focus of the CCC will be to manage the care 
of complexly ill patients.  The CCC program will focus on addressing and managing seven serious 
chronic conditions:  heart failure, chronic kidney disease, behavioral health (both mental health and 
substance abuse), COPD, hypertension, malignant neoplasms, and diabetes.   

Data from Seton, Central Health, and the ICC indicate that 35% of current MAP patients and 18% 
of uninsured (self-pay) patients have two or more of the seven chronic conditions listed above.  The 
CCC proposes that focusing attention on the medical management of these complexly ill patients 
will have a significant effect on reducing overall cost of care while increasing both short-term and 
long-term patient health.  The CCC will seek to actively support patients through consistent and 
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continued treatment, improved knowledge and self-care, and coordinated care across providers.  
The goal for all patients, but especially those with chronic, complex illnesses, is to provide the right 
care at the right time and place.   

Among MAP enrollees, with 2+ chronic conditions number 8,313 enrollees.   

Among uninsured adults in Travis County, 12,796 patients who received care in 2011 had 2+ 
chronic conditions.  Estimating that 75% of those patients will accept participation in the CCC, 
9,597 uninsured patients with 2+ chronic conditions will enter the CCC system for care.    

Other Uninsured �– Current Sliding Fee Scale:  An additional 16,186 healthy uninsured 
patients are currently served by Seton Community Clinics, CommUnityCare, and Lone Star Circle 
of Care.  These patients are generally between 100% and 200% of FPL and lack any medical 
insurance.  This population is expected to seek care through providers contracted with the CCC 
through a �“sliding fee�” payment capacity (i.e. based on ability to pay).  In 2014, a portion of this 
population will become eligible for coverage in Health Insurance Exchanges through the Affordable 
Care Act and efforts will be made to enroll them in same.   

Total Population:  In sum, the CCC expects to initially care for a total of 49,533 patients, 
including 15,438 relatively healthy MAP patients, 8,313 complexly ill MAP patients, 9,597 complexly 
ill uninsured patients, and 16,186 sliding fee scale patients currently receiving care. 
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Management Information Analysis  9390 Research Blvd, Kaleido II-200  Austin, Texas 78759  (512) 478-3848  (512) 478-4620 Fax 

MEMORANDUM
TO: Travis, Teresa, Jason, Willie 
FROM: K.C. 
DATE: August 10, 2012 
RE: 3+ Complex Flags versus 2+ Chronic Conditions 
 
We have been using the Institute of Medicine�’s concept of the complexly and seriously ill 
patient for nearly a decade.  The core of the IOM concept was that acuity needed to be 
measured on a multidimensional scale.  The result is a model that is intensely data hungry.  
The model takes into account: principal diagnosis, medications, frequency of encounters, 
evidence of complications or comorbidities, charges and all of these over time. 
 
For the Central Health and Seton IDS, from the earliest discussions it was clear we wanted 
to focus on the part of the population that is most acutely ill.  While our complex flag system 
would have been ideal, it needs data the ICC does not collect.   
 
What we needed was a substitute that could do two things: 
 

1. Reasonably approximate the number of persons we would consider complexly ill 
2. Reasonably approximate the cost of care for persons complexly ill 

 
The first was needed to size the challenge, the second was needed to support models that 
estimated financial impact to the community. 
 
As a proxy for our complex flag system we used a short list of seven serious chronic 
conditions and focused on those persons who had two or more of the seven.  The seven 
were: 
 

1. Heart failure 
2. Chronic kidney disease 
3. Behavioral health (both mental health and substance abuse) 
4. COPD 
5. Hypertension 
6. Malignant neoplasms 
7. Diabetes 

 
The list was not arbitrary.  Over the years we have noticed these seven as occurring 
frequently among the 3+ flag complexly ill. 
 
We provided the list of ICD-9 diagnoses associated with each of these seven chronic 
conditions to the ICC.  Using this list, the ICC provided the following population estimates. 
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This table is the basis for reporting that 35% of MAP patients have two or more chronic 
conditions, as well as the population total of 12,823 chronically ill self pay.  The estimate that 
about a quarter of the chronically ill self pay would be noncompliant came from a series of 
dialogues with Greg Sheff (ARC) based on his experience as a primary care physician. 
 
 
 

 
 
 
Using data from Seton�’s cost accounting system we compared a per member per month cost 
of care for the complex flag definition versus the chronic condition definition.  As can be 

PMPM and Unique Patient Count Complex Flag System FY12

PT_TYPE DIRECT INDIRECT TOTAL DIRECT INDIRECT TOTAL
MAP 132 165 297 109 150 259 13,063
SELF PAY NOT MAP 0-2 CX 75 89 164 48 71 119 26,679
SELF PAY NOT MAP 3+ CX 467 533 1,000 309 428 737 1,984

PMPM and Unique Patient Count Two Plus of the Seven Chronic Condition System FY12

PT_TYPE DIRECT INDIRECT TOTAL DIRECT INDIRECT TOTAL
MAP 132 165 297 109 150 259 13,063
SELF PAY NOT MAP HEALTHY 80 94 174 53 76 129 27,112
SELF PAY NOT MAP CHRONICALLY ILL 494 559 1,053 303 430 733 1,551

NETWORK COST UMCB COST

NETWORK COST UMCB COST

UNIQUE 
NETWORK 
PATIENTS

UNIQUE 
NETWORK 
PATIENTS

Number of Persons with Two Plus of the Seven Chronic Conditions
  Travis County residents, Age 18-64, Calendar 2011

MAP Medicaid Self Pay Other
LSCC 858        526        1,521       151        
CommUnityCare 3,467      1,103      2,782       100        
Seton Com Clinics 3            140        1,099       19          
All Other Providers 3,478      3,998      7,422       296        
Total 7,806      5,767      12,823      566        

% of Persons with Two Plus of the Seven Chronic Conditions

MAP Medicaid Self Pay Other
LSCC 48% 24% 31% 31%
CommUnityCare 32% 24% 24% 25%
Seton Com Clinics 75% 30% 33% 58%
All Other Providers 36% 26% 14% 16%
Total 35% 26% 18% 20%

Note: After discussion with ICC, an adjustment was made between
  the Self Pay and Other populations.
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seen the pmpm�’s of the two definitions provide very similar values for the relatively healthy 
self pay and the ill self pay.  Also the population sizing is similar.  Given that this has been a 
directional exercise, we judged the slightly more conservative population estimate of the two 
plus of the seven chronic conditions to be acceptable.
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Summary of CCC Services 
 
As discussed in the Central Health / Seton Letter of Intent (LOI), the parties to the LOI plan to 
develop and operate an integrated delivery system or Community Care Collaborative (CCC) that 
would provide an increased level of services to a larger, better defined population than the one now 
served by both Central Health and Seton. 
 
In particular, the Central Health Board of Managers is interested in expanding the level of specialty 
care, behavioral health services, and primary care to the new population. 
 
Attached are the Outline of IDS Services and the Current and Future State of Specialty Care that 
Central Health and Seton have prepared to describe their joint priorities for the CCC. 
 
The first document, Outline of IDS Services, enumerates the expanded categories of care that will 
be provided through the CCC: 
 
Primary care �– especially through expanded hours, including nights and weekends to improve access 
for individuals who work during the weekdays and to ensure care is available when needed, thereby 
avoiding reliance on the emergency room for non-emergent conditions. 
 
Specialty care �– for treating chronic conditions such as congestive heart failure, diabetes, 
hypertension; for screening and diagnosis of cancer, digestive ailments, bone and joint ailments, and 
lung function; and providing palliative and end-of-life care. 
 
Behavioral health services �– provided through primary-care based teams; proactive case management 
throughout the continuum of care; crisis care services, both on a mobile and set-site basis; tele-
medicine programs that can leverage psychiatric services to multiple settings; addiction intervention 
programs; and more inpatient psychiatric beds. 
 
Women�’s services �– improved pre-natal, maternity, and post-partum care, including behavioral 
health support for these; cancer screenings (mammography, cervical); and improved competency to 
respond to cultural differences in the population served. 
 
Proactively coordinated care �– in-person and call center outreach; evidence-based clinical care; 
coordinated pharmacy services using  a common formulary; and improved provider competency to 
better meet the needs of culturally diverse populations. 
 
Specialized Chronic Care Programs �– also referred to as �“extensivist�” programs, these specialized 
services utilize a team of clinicians in primary, specialty and behavioral health care to provide more 
intensive care for individuals with chronic conditions to help keep them out of the hospital and 
improve their overall health status. 
 
And, improved access to dental care, to leading-edge services in a new teaching hospital, and an 
increased supply of  doctors, nurses and otherproviders through a UT medical school and affiliated 
partners.  
 
The second document, Current and Future State of Specialty Care, describes the current state of 
specialty care services, contrasted with the future state envisioned through the CCC and the 10 in 10 
initiatives. 
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Outline of IDS Services 
 

An improved system of extended clinical care for the un- and under-insured in Travis County would include: 

1. Improved accessibility of primary care, including evening and weekend services and prevention and 
screening (expanded services.) 

2. Enhanced access to specialty care by physicians, other clinicians and their teams and to clinically 
indicated therapy with special attention to those needing care in: 

o Chronic conditions such as congestive heart failure, diabetes, hypertension, chronic kidney 
disease and behavioral health issues, 

o Diagnoses in cancer (oncology), digestive (gastroenterology), bone and joint (orthopedics and 
physician medicine and rehab),  (bone, joint and spine), pain management (multiple 
specialties), and lung (pulmonary) areas, and 

o Palliative and end-of-life care. 
3. Better behavioral health services, many integrated into the primary care setting, that include: 

o A team approach to behavioral health services in primary care settings with a team that 
includes psychiatrists, psychologists and counselors, 

o A behavioral health care coordination and proactive case management system that assists 
clients throughout the continuum of services, 

o Intensive outpatient programs, 
o Crisis care services �– both mobile programs that address needs in multiple sites and a set-site 

program such as a psychiatric emergency room, 
o Tele-medicine programs that leverage capabilities of psychiatrists to multiple settings in the 

community, 
o Addiction intervention programs, and 
o Sufficient inpatient psychiatry beds, including a med/psych unit for patients with both medical 

and behavioral health diagnoses. 

NOTE:  Some patients needing the services outlined above may be best served in specialized 
chronic care programs that utilize a team of clinicians and care and therapy providers in primary 
care, specialty care and behavioral health.  These specialized chronic care programs are sometimes 
referred to as �“extensivist�” programs. 

4. Enhanced and coordinated women�’s health services, including: 
o Improved pre-natal, maternity and post-partum care, 
o Behavioral health support for these women and their families (addressing post-partum 

depression, for example), 
o Screening for women�’s cancers, and 
o Improved competency of the providers in the system to be responsive to the culture of the 

persons being served. 
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5. Proactively coordinated care and services to improve patient outcomes and service and to improve 
system efficiencies through (i.e. services similar to those provided in an Accountable Care 
Organization (ACO): 

o Care coordination system including in-person and phone call center, 
o Evidence-based care (medical management and clinical design of system), 
o Coordinated pharmacy services based on a common formulary, 
o Tele-health services, 
o An integrated system, and  
o Improved provider competency to respond to the culture of those they serve. 

6. Improved access to dental care for adults. 
7. Community access to leading-edge advanced clinical services in a new teaching hospital, with 

improved Level I Trauma care and a state-of-the-art new facility that will help reduce  the need for 
residents to leave the area for certain types of  specialized care. 

8. An increased supply of physicians for the Austin community through establishment of a University 
of Texas at Austin Medical School to complete an academic medical center.  Research conducted 
through to the full continuum of medical education, including the existing and growing graduate 
medical education program will provide access to new specialize and complex care that people 
currently leave the area to receive and will also stimulate regional economic development. 



Current versus Potential Future State of Specialty Care 

Specialty Care

With focus on medical/surgical specialty care
(i.e. not including obstetrics/gynecology) and
not including specialized specialty care for
HIV/AIDs in the David Powell Clinic

Current State

Integrated into primary care sites of CommUnity
Care:

1.2 FTEs in cardiology,
gastroenterology, dermatology and
endocrinology. Primarily located at
North Center, some at Family Wellness
sites.

UMCB Adult Specialty Clinics:

11.7 FTEs (physician faculty, resident,
advanced practice provider) in
cardiology, rheumatology,
gastroenterology, pulmonary,
dermatology, , neurology, renal
medicine, neurology (including
epilepsy), allergy/asthma, infectious
disease, anti coagulation specialty,
medical oncology, and psychiatry. In
addition to these more cognitive (as
opposed to procedural) specialties, the
following additional procedural areas of
special focus are also provided: general
surgery, gyn and surgical oncology,
ophthalmology, orthopedics, podiatry,
breast specialty, neuro trauma,
dermatology procedures, ENT and pain
management.

Potential Future State

A. Integrated into multiple primary care sites:

Many of the cognitive specialties, such as
cardiology, gastroenterology, dermatology,
endocrinology, renal medicine, neurology,
allergy/asthma, psychiatry.

AND

B. Located in a multi specialty clinic site that
includes both a diagnostic center (imaging)
and an internal medicine complex care
primary care clinic:

Most of the cognitive specialties such as
cardiology, gastroenterology, dermatology,
endocrinology, renal medicine, neurology,
allergy/asthma, and psychiatry.

C. In a multi specialty clinic with procedural
focus near UMCB, the following specialties:
general surgery, gyn and surgical oncology,
ophthalmology, orthopedics, podiatry,
breast specialty, neuro trauma,
dermatology procedures, ENT and pain
management.
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Summary of Cash Flow Analyses 
 
Attached to this summary are two legal-size pages:  one is a cash flow analysis of the 
Community Care Collaborative (the integrated delivery system or �“CCC�”) over the 
remaining four years of the 1115 Medicaid Waiver, assuming a five-cent increase to Central 
Health�’s tax rate in 2014.  The other is a similar cash flow analysis but without the five-cent 
tax increase. Rather, it assumes that the Board of Managers votes to go up to the rollback 
rate in years 2014 �– 2016, i.e. without going to an election. 
 
Note that each column of numbers represents one-half of a fiscal year, because that is the 
frequency of reimbursement for DSRIP projects. 
 
With Five-Cent Increase 
 
The remaining four years of the Waiver are 2013 �– 2016.  The cash flow schedule shows the 
sources of funds, which are payments from the Delivery System Reform Incentive Program 
(DSRIP) pool of funds. They are split into two groups �– line 8 shows DSRIP funds that are 
financed through having the CCC assume some of Central Health�’s ongoing costs, allowing 
Central Health to use those funds as an IGT. Line 14 shows the costs assumed by the CCC 
or �“offloaded�” to the CCC, which must be repaid through DSRIP funding. 
 
Line 9 shows DSRIP funds that are financed through a property tax increase. In this cash 
flow scenario, an additional five-cent tax rate is imposed in FY 2014, shown on line 22 as an 
IGT with new revenue.   
 
Line 10 is the total DSRIP funding for the period; line 11 is the cumulative funding over the 
four years or eight periods. 
 
Line 14 shows the first use of funds, which in 2013 is to reimburse the CCC for having 
assumed the costs that were �“offloaded�” from Central Health in order to make an IGT. 
There is also a smaller reimbursement in the first half of 2014 but at the point the DSRIP 
funds can be drawn down entirely with the new property tax revenue used as the IGT.  
 
Line 15 shows the cost of the DSRIP projects that were carried out by a �“performing 
provider,�” in most cases Seton.  This reimbursement is only for the cost of the projects �– it 
does not include any surplus or margin. 
 
Line 16 shows the cost of the funding for Seton transition services during construction of 
the new teaching hospital.  Line 17 shows the cost of CCC funding for the support of 
medical education. 
 
Line 19 shows the remainder of funds available for additional CCC services.  Although the 
first half of 2013 shows a deficit, that deficit is recouped and turns into a surplus by the end 
of 2013. 
 
Lines 21 -23 show the amounts IGTed to draw down the DSRIP funds; line 21 shows 
amount IGTed through the assumption or �“offload�” method. Line 22 shows IGTs from the 
new property tax revenue and line 23 is a total. 



Page 2 of 2 
 

 
Below those lines are the assumptions, the local/federal match split, and the total net cash 
flow.  The five-cent increase scenario results in an increased cash flow of $192.5 million to 
the CCC over the four-year period. 
 
No Tax Increase    
 
This scenario shows the same information as the increase scenario but the sources of DSRIP 
funds are different because under this scenario, Central Health will continue to �“offload�” 
costs every year to the CCC in order to draw down DSRIP funds. Under this method, the 
additional cash flow to the CCC is only the federal match, since the local match or IGT must 
be used to reimburse the CCC for having assumed $31.8 million of Central Health�’s annual 
costs for services (under the five-cent increase scenario both the local match or IGT and the 
federal match are �“new money�” to the CCC �– it retains both for expansion purposes. 
 
   



Summary and Analysis of Cash Flow to CCC 2-13-2016 
To Be Added 
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Analysis of DSRIP Funding for Region 7 and the CCC 
 
The Texas Health and Human Services Commission (HHSC) recently approved a method for 
allocating the funds available statewide through the 1115 Medicaid Waiver Delivery System 
Reform Incentive Pool (DSRIP) to each of the 20 Regional Healthcare Partnerships (RHPs) in 
Texas. That method takes into account the RHP�’s role in the safety net system:  RHPs that 
shoulder a larger burden of Medicaid care and that serve a larger share of low-income 
populations will be allotted a higher share of DSRIP funds. The following variables were 
selected as proxies for measuring an RHP�’s participation in Medicaid and in serving low-
income populations:   
 

 percent of Texas population residing in the RHP with income below 200% of the 
federal poverty level;  

 percent of Texas Medicaid acute care payments in Texas fiscal year 2011 made in the 
RHP; and 

 percent of total Texas fiscal year 2011 Medicaid supplemental payments made to the 
providers in the RHP. 

 
The simple average of these three variables is the basis for allocating DSRIP Pool funds to 
each RHP. 
 
Central Health is the anchor entity for Region 7, which includes six counties:  Travis, Bastrop, 
Caldwell, Fayette, Lee, and Hayes. The average of the three variables for Region 7 is 6.04%.  
Following are the DSRIP pool allocations for years 2 through 5 of the Waiver (fiscal years 
2013 through 2016) for the State of Texas and for Region 7 ($ in millions). 
 
   2013   2014  2015  2016  Totals 
 
State of Texas  $2,300  $2,666  $2,852  $3,100  $10,918 
 
Region 7  $138.8  $160.9  $172.2  $187.1  $659.0 
 
HHSC has also established a method for allocating the funds to eligible entities within a 
region. The allocation method involves two �“passes,�” with protocols and rules for each pass. 
The first pass involves distributing funds to the anchor entity and then to performing 
providers, i.e. hospitals, physician groups (there are none in Region 7), mental health 
authorities, and local health departments.  
 
Some of the performing providers in Region 7 may have all of their DSRIP projects funded in 
pass one, either because they have a small number of projects or because the IGT entity they 
are relying on for the local match is capped on its IGT capacity. Pass two will then involve 
taking funds that were not allocated in Pass one (for example, the funds that would have been 
allocated to physician groups since there are none in Region 7).   
 
Because the RHP plan has not been finished (the new deadline for submission is October 31, 
2012), we have attempted to estimate the amount of DSRIP that would go to providers that 
are not in the Community Care Collaborative (CCC) between Seton and Central Health.  The 
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CCC will be the largest entity receiving DSRIP funds in Region 7 because it includes Central 
Health as the anchor entity, UMCB, and some Seton private hospitals. Our estimate is that the 
CCC will receive approximately 75% of the Region 7 funds ($689 million in total over the 
five-year waiver period, including $30.1 million in year 1 start-up funding), or about $494.3 
million.  Please note that the RHP governing body is charged with deciding pass 2 allocations 
and they convene for the first time at the end of August.  Central Health, as the anchor entity, 
will propose the pass two allocations discussed here to this group. 
 
Scenario One �– No Tax Election 
 
This schedule shows by year, beginning in 2013 (the first full year of the waiver): 

 Line 5 - the amount available for the region ; 
 Line 6 - the amount assumed to go to non-CCC participants ; 
 Line 7 - the remainder left for  the CCC;  
 Line 8 - the amount of IGT capacity required in that year to draw down the total 

DSRIP funds; 
 Line 9 - the IGT capacity remaining in a given year after making other IGTs (see 

Analysis of IGT Capacity schedule); 
 Line 10 - the excess or shortfall by  year; and 
  Line 11- shows the cumulative excess or shortfall IGT required during the last four 

years of the Waiver period. 
 
Assuming the CCC will be eligible to receive about 75% of the total allocation to Region 7, 
assuming there will not be a successful tax election for an additional five cents, and assuming 
the Board of Managers will go to the rollback rate in each year from 2014 �– 2016, it appears 
that there will be an IGT capacity shortfall of $47 million by the end of 2016. Without this 
additional IGT capacity, the CCC will lose the opportunity for match funding of $68.5, a loss 
of combined local and federal total IGT distribution of $115.5. 
 
Scenario Two �– Successful Tax Election for Five Cents 
 
Scenario Two follows the same steps as Scenario One above, but with the additional matching 
funds available from the tax increase, the CCC is able to draw down all of the $494.3 million 
in DSRIP funding estimated to be available in 2013 �– 2106 for the CCC. Although there is a 
shortfall in 2013, it is overcome the next year and over the four-year period there is excess 
IGT capacity of $82.7 million. This excess capacity can be used to draw down additional 
waiver funds that may be available from other Texas regions or it can be deposited into the 
CCC.  
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Analysis of IGT Capacity 
 
 
This schedule shows how much IGT capacity Central Health will have under two scenarios: 
Scenario One, in which there is no tax election or in which the tax election is unsuccessful; 
and, Scenario Two, in which a successful additional five-cent tax election is held.  
 
Scenario One 
 
Central Health�’s absolute IGT capacity is its total revenue:  it cannot send up more than its 
total revenue as a local match. Central Health already makes three types of IGTs that count 
against its IGT capacity.The first is for the private UC (Uncompensated Care) waiver pool 
(seen on line 5), which is an estimated annual IGT of $27.9 million for 2013 �– 2016. The 
second IGT is for the DSH program (Disproportionate Share Program, the local match for 
which is funded by nine public hospitals in Texas), shown on line 6 �–an estimated $23.4 
million for this same period.  Lastly, Central Health now makes an IGT (line 7) for the 
public hospital (UMCB) UC pool.  All three of these IGTs count against Central Health�’s 
total IGT capacity and leave it with a remaining estimated IGT capacity in Scenario One 
ranging from of $28.6 million in 2013 to $49 million in 2016.   
 
Should Central Health pursue a tax ratification election in Nov. 2012, the increased tax rate 
would be imposed in fiscal year 2014. Given this, Central Health�’s IGT capacity after making 
the three IGTs discussed above will be $28.6 million in both Scenario One and Two in 2013.  
 
Scenario One assumes the Board of Managers is willing to raise the tax rate up to rollback in 
fiscal years 2014 through 2016, and this will add additional tax revenue as seen below: 
 

2014  2015  2016  Totals 
 
Additional tax revenue   $6.3   $6.8  $7.3  $20.4 
 
Beginning in 2014, Central Health should be able to increase its IGT from $28.6 million in 
2013 to $34.9 million in 2014.  Each successive year IGT capacity increases to a total IGT 
capacity available for 1115 DSRIP funding in Scenario One of $154.2 million (line 8, far 
right column).   
 
Scenario Two 
 
The assumption in Scenario Two is that Central Health holds a tax election in November 
2012 to increase its tax rate by five cents and that the increase is approved by the voters. 
 
As discussed above, under this scenario 2013 looks the same as in Scenario One, since the 
new tax will not be levied until Central Health�’s fiscal year 2014 (on October 1, 2013).  
Beginning in 2014, however, there will be an additional $56.5 million available in new 
revenue that will be available from 2014 on, resulting in total IGT capacity available for 
DSRIP funding of $283.9 million (line 15, far right column).  
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In total, Scenario Two results in significantly more IGT capacity than Scenario One.  Line 17 
shows the difference between total IGT capacity in Scenario One of $154.2 and total IGT 
capacity in Scenario Two of $283.9.  This difference - $129.7 - when combined with the 
Federal match of $189 million means an increase of $318.7 million in total funding �– 
assuming the CCC can be allocated sufficient DSRIP funding.  As discussed in the Analysis 
of DSRIP Funding for Region 7 and the CCC, it may be possible for the CCC to be 
allocated funding from other regions in Texas, if it has sufficient IGT capacity. 
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Tax Increase Scenarios 
 
We prepared two property tax scenarios:  Scenario One, in which a tax election is not held or 
is not successful but in which the Board of Managers increases the tax rate up to rollback for 
fiscal years 2014 through 2016.  Scenario Two assumes tax revenues are maximized through 
a five-cent increase to Central Health�’s tax rate pursuant to a tax election held in November 
2012. Central Health�’s Board adopted the effective tax rate of 7.8946 cents per $100 of 
assessed valuation for the 2013 budget.  
 
Scenario One  
 
Using Travis Central Appraisal District projections for assessed value for 2013 through 
2016, Scenario One assumes that in fiscal year 2014 the Board would raise the tax rate up to 
the rollback rate, bringing in additional property tax revenue of $6.3 million. We would use 
this revenue as an additional match for the 1115 wavier, which would generate  federal 
match of $9.2 million, or a total of $15.5 million in revenue to the  integrated delivery system 
(CCC) in 2014. 
 
In 2015, Central Health would receive additional property tax of $6.8 by going to the 
rollback rate, which when added to the additional revenue of $6.3 million from 2014, 
provides $13.1 million in local matching funds. The local match, plus a federal match of 
$19.1 million, would provide a total of $32.2 million for the CCC in 2015. 
 
In 2016, Central Health would receive an additional $7.3 million in property tax revenue by 
again going to the rollback rate. The combined incremental tax for fiscal years 2014 through 
2016 would be $20.4 million, which would generate a federal match of $29.8 for a total of 
$50.2 million to the CCC in 2016.  
 
Scenario Two 
 
If the Board calls for a tax election in November 2012 to raise the tax rate by five cents and 
if the election is successful, the Board will be able to raise the tax rate up to 12.8946 cents in 
fiscal year 2014. 
 
Based on projections for future tax rolls (2014 through 2016) that we received from the 
Travis Central Appraisal District, we estimate that a five-cent increase in the tax rate would 
produce an increase of about $56.5 million per year beginning in 2014 (for total operating 
and maintenance property tax revenue of $136.4 million). We assumed that in 2015 and 
2016, the Board would adopt the effective tax rate, meaning that property tax revenue would 
stay flat from 2014 through 2016. That is, Central Health would have an additional $56.5 
million in each of those years that could be used as a local match. If that amount were sent 
up as an IGT, it would be matched with 1115 Federal waiver funds of $82.3 million, and the 
combination of the additional property tax and the Federal match could produce $138.8 
million annually.  
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Analysis of Medical School Funding Needs 
 
 
The University of Texas at Austin (UT) provided Central Health with a schedule of funding 
needed for a new medical school after taking into consideration other sources of funds such 
as grants, clinical and non-clinical revenues, and tuition fees. This analysis of medical school 
funding needs shows the remaining funding necessary for fiscal years 2013 through 2024 (12 
years) on line 7.   
 
Funding assumed from UT and STARS is shown on line 8 as follows: $30 million per year 
for six years from 2013 through 2018, $27.5 million in 2019, and $25 million per year 
thereafter.  The remainder of the funding needed (line 9) will come from the CCC ($35 
million per year).  
 
Funding needs start small in 2013 - $1.2 million (line 7).  Funding needs increase over the 
next six years, ranging from $34.9 in 2014 to $99 million in 2019 and then begin to decline in 
2020 to $50.4 million in 2024.   
 
Line 10 shows the annual amount of over or (under) funding. In the early years, there is a 
surplus but as requirements increase the contributions from UT and the CCC are not 
enough to fund the annual requirements in the middle years. However, line 9 shows the 
cumulative over or (under) funding, and with the surpluses incurred in the early years the 
annual amounts contributed by UT and the CCC are sufficient to fund the total 
requirements over the period. Further, by 2024, the annual requirements are sufficient to 
fund annual needs and show an accumulating surplus.  
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Analysis of Costs Potentially Transferable to CCC 
 
 
In fiscal year 2013, Central Health has appropriated all of its sources of revenue and is 
appropriating $4.7 million of its contingency reserve to fund additional services.  This means 
that there is no available revenue that can be used as a local match (or IGT) for the 1115 
Waiver.  
 
However, it is still possible to make an IGT for the Waiver if the new integrated delivery 
system �– the CCC �– can assume some of Central Health�’s existing obligations. In order for 
this to happen there will have to be an initial source of capitalization for the CCC, for which 
we are now planning. 
 
The accompanying schedule shows the costs or contracts that Central Health believes the 
CCC may be able to assume responsibility for their annual cost totals $31.8 million. 
 
Of these costs, approximately $22.1 million are existing contracts for primary care and other 
services (see lines 12 �– 21). The remainder are for Central Health�’s pharmacy contract, the 
United Way contract for call center services, management of the Medical Access Program 
population by Sendero, Central Health�’s Medicaid HMO. 
 
The total potential cost to be assumed by the CCC is $31.8 million (line 8). If this amount 
were used as a local match for the 1115 waiver, it would generate about $46.3 million in 
Federal matching funds for use in the CCC (line 9). 
 
Central Health�’s largest contract for services is with CommUnityCare, the Federally 
Qualified Health Center that operates 21 clinics in Travis County for Central Health.  We are 
researching the possibility of  the CCC assuming the cost of the CommUnityCare contract. 
At this time there are still concerns that this may violate Federal statutes due to the co-
applicant status that the two entities share.   
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Summary of Integrated Delivery System (CCC) Implementation Plan 
 
Attached is a draft copy of a plan that Central Health and Seton will use to implement the 
integrated delivery system (Community Care Collaborative or �“CCC�”) envisioned in the 
Letter of Intent the parties entered into in April of this year. 
 
The plan will remain a work in progress for some time and will likely go through a number 
of iterations, some major, some minor. It is intended to help the parties identify and plan for 
the many changes that will need to occur to build and operated the new delivery system. 
 
Section II �– Legal/Regulatory Plan 
 
The first substantive section (after the introduction) is the legal and regulatory plan. This 
section will include a discussion of the statutory and regulatory background in which the 
CCC will be formed, a description of Central Health and Seton as entities, a description of 
the legal documents that will govern the operation of the CCC, and a discussion of the 
contractual arrangements through which the CCC will deliver care. 
 
Section III �– Organization, Governance and Staffing Plan 
 
This section discusses the ownership, control, and governance of the CCC: membership 
interests, Board of Directors, etc. It also discusses the management and staffing of the CCC 
�– the parties intend to minimize the additional cost of the CCC by using existing resources 
wherever they can be assigned to the CCC. 
 
This section also discusses the use of contracted vendors for administrative and other types 
of service. 
 
Section IV �– Outreach Plan 
 
 This section deals with the outreach efforts the CCC will perform to ensure that people 
know who is eligible for services, how to enroll for services, what the benefit plan(s) offered 
will be, and how the CCC will communicate on an ongoing basis with the covered 
population and other stakeholders. 
 
Section V �– Network Management Plan 
 
This section discusses how the CCC will provide all types of care to its population:  primary 
care, specialty care, behavioral health services, ancillary care, acute care, etc.  The CCC will 
contact with a variety of providers who can meet its needs and who will agree to abide by its 
contracting provisions. Over time, the CCC intends to move from fee for service or other 
current payment arrangements to ones envisioned by Accountable Care Organizations that 
involve the sharing of risk. 
 
Section VI �– Medical Management Plan 
 
The CCC intends to provide a robust level of care coordination to its patients and in 
particular to its patients that are complexly or chronically ill.  A typical procedure in managed 
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care is to ensure that patients cannot access specialty care services or other services without 
authorization. The CCC intends to operate on more of an �“invitation�” basis than an 
�“authorization�” basis, meaning that patients will be closely monitored for follow-up 
appointments, for taking their medications, and for the implementation of discharge plans. 
 
Section VII �– Clinical Management Plan 
 
The CCC will ensure that primary care providers and specialists develop practice protocols 
to derive clinical best practices for high frequency diagnoses and high cost chronic 
conditions.  These clinical practice protocols will be based upon recognized clinical research 
and will focus on facilitating high levels of communication and information exchange 
between PCPs, specialists and ancillary providers to improve both efficiency and clinical 
outcomes. 
 
The clinical management plan will also use an intensivist or coordinated care team approach 
and will extend its capabilities through in-home visits, telemedicine, and the use of patient 
navigators.  
Section VIII �– Quality Management Plan 
 
Still mostly under construction. 
 
Section IX �– Operations Plan 
 
The operations plan focuses on the internal operations of the CCC: eligibility, enrollment, 
member services, network management, claims payments and reporting, and operations 
analysis and reporting. 
 
Section X �– Information Technology Plan 
 
This part of the CCC plan will take the longest time to develop. Each of the major functions 
of the CCC, administrative business systems, managed care systems, and clinical systems will 
have an IT implementation plan. As mentioned earlier, the intent is to use existing resources 
where possible. However, there will need to be a significant of planning and coordination, 
especially with the clinical systems, to ensure effective communication throughout the CCC.   
 
Section XI �– Finance Plan 
 
The CCC will initially be funded primarily through the 1115 Medicaid waiver, although there 
will need to be some analysis of initial capitalization needs given the periodic nature of the 
waiver payments. 
 
In the initial planning phase, the CCC will incur planning expense for consultants and legal 
fees. During the development phase, there may be some incremental staffing costs and other 
development costs, although the parties intend to utilize existing resources wherever 
possible. 
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Other than information technology, there should not be a need for large capital purchases. 
Similarly, there should not be a need for the CCC to have risk-based capital reserves as 
HMOs have, since its services are not an insurance plan. 
 
The risk of caring for the population will be jointly managed by Central and Seton. A rolling 
three-year actuarial projection will be done as part of the annual budget process, and the 
results of that will determine the successive levels of benefits or coverage offered. 
 
As mentioned earlier, the CCC will begin making payments to providers through more 
traditional methods, e.g. fee for service, but will transition over time to payment 
methodologies under which risk is shared between the CCC and its network providers. 
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I.  Introduction 

 
A. Purpose 
 
The purpose of this document is to present a plan for developing and operating an integrated 
delivery system (IDS) to transform and enhance the healthcare delivery system in Travis County. 
The IDS will serve the current Medical Assistance Program (MAP) as well as additional targeted 
high risk uninsured population within Travis County.    
 
This plan covers the following functional areas: 

 Legal / Regulatory 
 Organization, Governance and Staffing 
 Outreach 
 Network Management 
 Medical Management 
 Quality Management 
 Operations 
 Information Technology 
 Finance 

 
B.  Historical Overview 
 
In 1995 the City of Austin leased the Brackenridge Hospital facility (now University Medical Center 
Brackenridge) to Seton Healthcare.  Under the terms of this public /private partnership, Seton paid 
rent to the City and assumed responsibility for providing certain healthcare services to the safety net 
population within Travis County.   
 
The Travis County Healthcare District (dba Central Health) was formed in 2004 to provide care to 
the safety net population within Travis County.  At that time the City of Austin transferred title for 
the Brackenridge Hospital Facility along with the Seton lease and several community clinic leases to 
Central Health.  Travis County also transferred the leases of several clinics to Central Health. 
 
In 2007 Central Health and Community Care filed as co-applicants to form a Federally Qualified 
Healthcare Center (FQHC) focused around Community Care facilities and staff. 
 
In December, 2011 the State of Texas received approval of its 1115 waiver request from the federal 
Centers for Medicare and Medicaid (CMS).  Among other things, the waiver sets up 19 Regional 
Health Partnerships (RHPs) around the state of Texas and provides funding for an uncompensated 
care pool (UC) and a Delivery System Reform Incentive Payment pool (DSRIP).  The waiver 
provides for an Anchor Entity in each of the RHP regions to coordinate formation of the RHP and 
the Intergovernmental Transfers (IGT) that are sent up to CMS for a match that flows back to the 
community in the form of DSRIP projects. 
 
Central Health is the anchor entity for the RHP that covers 6 counties in Central Texas including 
Travis, Hays, Burnett, Caldwell, Fayette and TBD. 
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Central Health and Seton Healthcare intend to jointly form an integrated delivery system within 
Travis County as outlined in this plan.  This plan will be submitted to HHSC and CMS as one of the 
DSRIP projects for central Texas. 
 
C.  Functions of the IDS 
 
The IDS develop an overall strategic and operational plan with a focus on improving healthcare 
delivery system in Central Texas. 
 
The IDS will serve several key functions, including 

 Evaluating and developing the clinical resources needed to provide integrated health services 
to the targeted population 

 Identifying certain projects that should be eligible for Delivery System Reform Incentive 
Payments (DSRIP) funds 

 Receiving and distributing DSRIP funds to support strategic projects 
 Developing a structure that will ultimately allow it to operate in accordance with accountable 

care principles and objectives 
 
D.  New Clinical Services 
 
The vision for the IDS is to improve the system of clinical care for the un- and under-insured in 
Travis county offering patients: 

 Primary Care 
 Specialty Care 
 Behavioral Health Services 
 Women�’s Health Services  
 Dental Care 
 Pain Management, Palliative and End-of-Life care 
 A New State-of-the-Art Teaching Hospital 
 An increased Supply of Physicians through a UT Medical School in Austin 

 
E.  IDS Development Guidelines 
 
Key guidelines in developing the IDS include: 

 Leverage existing resources and infrastructure where possible 
 Focus scarce resources on those with the highest clinical need 
 TBD  

 
 



9

 
II. Legal / Regulatory Plan 

 
A.  Legal Environment 
  
1.  Federal Level Overview 
 
a. Medicaid Legislation  
Title 19 of the Social Security Act establishes the Medicaid program nationally.   Among other things 
the act provides for federal oversight and state operation of the Medicaid program with a federal 
financial match to the states. 
 
b. Accountable Care Act  
In March of 2010 Congress passed the Accountable Care Act (ACA) which among other things 
provides for expansion of Medicaid up to 133% of the federal poverty line (FPL) and the 
establishment of state-based health insurance exchanges on January 1, 2014.  The ACA was upheld 
by the US Supreme Court in June of 2012.  The ultimate fate of the ACA will be determined by the 
outcome of the November elections because Republicans plan to repeal the act if they get control of 
both houses of Congress and the Presidency. 
 
The Supreme Court ruled that expansion of Medicaid is optional for the states.  Governor Perry has 
clearly stated that he does not intend to expand Medicaid in Texas, but the legislature is likely to 
debate this issue given the substantial federal funding available under the ACA.  If Medicaid is 
expanded, many of the current Map participants will become eligible and the size of the MAP 
program would decrease by about half in 2014.  Otherwise, county taxpayers will continue 
shouldering much of the expense and hospitals will continue high levels of unfunded care. 
 
Health Insurance Exchanges are mandatory under the act.  The ACA envisions state operated 
exchanges, but provides that if states do not act, the federal government will set up the exchange.  
Governor Perry has stated that he does not intend to operate a state based health insurance 
exchange.  Therefore, Texas is likely to have a federally operated health insurance exchange.  The 
outstanding question is what specific functions, if any, the state will operate.  
  
c. CMS Regulatory Role 
The Centers for Medicare and Medicaid Services (CMS) is charged with overseeing and managing 
the Medicaid program and the ACA under federal law.  It has the power to grant specific waivers to 
states when a state wants to vary operation of the Medicaid program from the standard federal 
model. 
 
In December, 2011 CMS approved the Texas 1115 Waiver request submitted by the Texas Health 
and Human Services Commission (HHSC).  The waiver sets up 19 Regional Health Partnerships 
(RHPs) around the state of Texas and provides funding for an uncompensated care pool (UC) and a 
Delivery System Reform Incentive Payment pool (DSRIP).  The waiver provides for an Anchor 
Entity in each of the RHP regions to coordinate formation of the RHP and the Intergovernmental 
Transfers (IGT) that are sent up to CMS for a match that flows back to the community in the form 
of DSRIP projects. 
  
2.  State Level Overview 
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a. Medicaid Legislation and Regulation 
The Texas Administrative Code establishes the Medicaid program in Texas and designates the 
Health and Human Services Commission (HHSC) as the regulatory entity.  To receive any Medicaid 
payments, a provider must have a Medicaid number. 
 
b. Insurance Legislation and Regulation 
The Texas Insurance Code sets out the insurance statutes and designates the Texas Department of 
Insurance (TDI) as the regulatory entity.  TDI licenses insurance companies and HMOs.  It also 
grants 501.a status to provider entities that assume risk.  Coverage programs operated by healthcare 
districts are not subject to TDI regulation. 
 
3.  County Level Overview 
 
Travis County is located in Central Texas with the city of Austin at its core.  Travis County appoints 
some Central Health board members and has final review of the Travis County Healthcare District 
budget.  The County is not otherwise directly involved in the day-to-day affairs of the District. 
 
The Travis County Healthcare District (dba Central Health) is a separate governmental entity 
authorized by state law to provide healthcare to low income people.  It has authority to levy 
property taxes within Travis County to fund its activities.  Central Health currently operates a 
coverage program called the Medical Access Program (MAP) for approximately 23,000 residents of 
Travis County. 
 
4.  Seton Healthcare Overview 
 
Seton Healthcare is a faith-based 501.c.3 nonprofit entity based in Austin that is affiliated with the 
Ascension Health system.  Seton Healthcare operates  

 5 major medical centers including the regions only Level 1 trauma Center for adult and 
pediatrics as well as a dedicated children�’s hospital 

 2 community hospitals 
 3 rural hospitals 
 An inpatient mental health hospital 
 Several health facilities that provide rehabilitation and medical care for well patients 
 3 primary care clinics for the uninsured   

 
Ascension Health  was created on November 1, 1999 with the union of the Daughters of Charity 
National Health System based in St. Louis, Missouri and the Sisters of St. Joseph Health System in 
Ann Arbor, Michigan. Today, Ascension Health is the governing body for all current Daughters of 
Charity National Health System and Sisters of St. Joseph Health System operations and facilities. 
Ascension Health also legally assumes responsibility for the financial operations of the two systems 
 
Ascension Health is the largest not-for-profit health system in the United States, with a network of 
over 75 acute care, long-term care, and other healthcare facilities in 20 states and the District of 
Columbia. It employs more than 100,000 people and is headquartered in St. Louis, Missouri. 
 
5.  Central Health / Seton Letter of Intent 
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In April 2012 Central Health and Seton signed a letter of intent (LOI) which outlines their intent to 
form an integrated delivery system for Travis County.   
 
B.  IDS Business Structure and Legal Form  
 
1.  Members Agreement 
The IDS will be a Texas 501.c (3) nonprofit entity with Central Health and Seton as the Members.  
A draft Members Agreement is shown as Exhibit 2-1.  An Ownership Chart is shown in Exhibit 2-2. 
 
2.  Articles of Formation 
Draft Articles of Formation are shown as Exhibit 2-3.   
 
3.  Bylaws 
Draft Bylaws are shown as Exhibit 2-4. 
 
C.  Licenses and Permits 
 
1.  Insurance or HMO License 
Services provided to the IDS population are considered coverage, not an insurance product. No 
license, reserves or risk based capital will be required. 
 
2.  Medicaid Number 
The IDS entity will obtain a Medicaid provider number from HHSC as an atypical provider in order 
to receive funding for incentive projects under the 1115 waiver. 
 
D.  Administrative Agreements 
 
1.  Overview 
The IDS will contract with several entities for administrative services as shown in the Administrative 
Contract Chart in Exhibit 2-5. 
 
1.  Central Health 
The IDS will contract with Central Health for certain general administrative services as shown in the 
IDS Roles and Responsibilities Matrix contained in Exhibit 2-6.  A draft Administrative Services 
Agreement with Central Health is shown in Exhibit 2-7. 
   
2.  Plan Administrator 
The IDS (or Central Health) will contract with the Plan Administrator for managed care services as 
shown in the IDS Roles and Responsibilities Matrix shown in Exhibit 2-6.  A draft Administrative 
Services Agreement with the Plan Administrator is shown in Exhibit 2-8. 
 
D.  Provider Agreements 
 
1.  Overview 
The IDS will contract with an array of providers as shown in the Network Contract Chart in Exhibit 
2-9. 
  
1.  Seton Healthcare Agreement 
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The IDS will contract with Seton Healthcare to provide certain medical services including 
 Inpatient Hospital 
 Outpatient Hospital 
 Emergency Room 
 Primary Care 
 Specialty Care 
 TBD 

A draft Seton Healthcare Agreement is shown in Exhibit 2-10. 
  
2.  FQHC Agreements 
The IDS will contract with Community Care, Lone Star Circle of Care and other providers for 
certain services including  

 Primary Care 
 Specialist Care 
 Outpatient Lab and Radiology 
 TBD 

 
A draft FQHC Provider Agreement is shown in Exhibit 2-11. 
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III. Organization, Governance and Staffing Plan 
 
A.  Ownership and Control 
The nonprofit IDS entity will be controlled 51% by Central Health and 49% by Seton Healthcare as 
specified in the Members Agreement contained in Exhibit 2-1.   
 
B.  Governance   
Of the 9-member IDS Board of Directors, 5 will be appointed by Central Health and 4 by Seton 
Healthcare. 
 
C.  Management 
The IDS will be managed by an Executive Director chosen by the IDS Board.  It is anticipated that 
the Executive Director will become an employee of Central Health assigned to manage the IDS.   
 
D.  Staffing 
The IDS will use existing budgeted Central Health or Seton staff resources where available. It will 
also contract for the services it needs.  The IDS staff will be employees of Central Health or Seton 
assigned to the IDS.  An organization chart is contained in Exhibit 3-1 and a staffing plan is 
contained in Exhibit 3-2.  
 
E.  Independent Contractors 
The IDS will contract with a number of independent contractors including 

 Legal Counsel 
 Auditor 
 Actuary 
 Consultants 
 Others TBD 

 
F.  Administrative Services Agreement 
Many of the day-to-day administrative services will be provided to the IDS under an Administrative 
Services Agreement with Central Health.   Key services include 

 HR 
 Facilities Management 
 TBD 

 
G.  Service Vendors 
The Central Health will contract with an array of administrative vendors to provide services.  Types 
of vendors include: 

 Managed Care Services 
 Eligibility and Enrollment Services 
 TBD 
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IV. Outreach Plan 
 
A.  Geographic Service Area 
The IDS will serve only Travis County, which is located in central Texas.  
 
B.  Target Population 
The IDS will serve the current MAP population plus approximately 10,000 high risk uninsured 
people with multiple chronic conditions. 
 
Eligibility criteria for the MAP program include: 

 Travis County Resident 
 No Other Coverage 
 Below 100% of the FPL 
 TBD 

 
Eligibility criteria for the additional high risk uninsured population include: 

 Travis County Resident 
 No Other Coverage 
 Below 200% of the FPL 
 2 or more chronic conditions from the following list 

o TBD 
o TBD 

 
C.  Benefit Plan 
The IDS will provide the same coverage program for the targeted high risk uninsured population as 
currently provided to MAP enrollees (or as otherwise amended by the Central Health Board).  The 
current MAP benefit plan is shown in Exhibit 4-1.  
 
D.  Enrollment Process  
The normal MAP enrollment process will continue for people under 100% of the FPL. 
 
For the high risk uninsured population:  
 
Providers (i.e. Seton or the FQHC) will: 

 Identify high risk uninsured patients 
 Refer them to the Central Health eligibility unit 

 
The Central Health eligibility unit will:   

 Screen the person to determine eligibility for other coverage.  (If the person is eligible for 
any other coverage, the eligibility unit helps the person enroll.)   

 Secure commitment from the person to participate in 
o A health risk assessment 
o A primary care medical home 
o Case management and disease management programs as needed 
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 Enroll the person in the high risk coverage program  
 Send an enrollment file to the Plan Administrator. 

 
E.  Member Communications 
 
1.  Member Enrollment Materials 
Current MAP enrollment materials will be used for people under 100% of the FPL. 
 
Central Health will create additional member materials to explain the high risk coverage program to 
potential enrollees.  A draft member enrollment form is shown in Exhibit 4-2.  A draft member 
enrollment brochure is shown in Exhibit 4-3.  A draft provider directory is shown in Exhibit 4-4. 
 
2.  Member Post Enrollment Materials 
Central Health will continue to issue a member ID card and a member handbook.  A draft member 
ID card is shown in Exhibit 4-5 and a draft member handbook is shown in Exhibit 4-6. 
 
F.  Website 
 Central Health will expand its website to include information on the high risk program with links to 
the member materials.  Both the Central Health and the Plan Administrator websites will have a link 
to this web page.   
 
A draft Webpage is shown in Exhibit 4-7. 
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V.  Network Management Plan 

 
 
A.  Overview 
The IDS will oversee a system of care for MAP enrollees (including those in the high risk program) 
provided through contracted network.  The Plan Administrator will assist the IDS in designing and 
contracting the network.  A provider contract chart is shown in Exhibit 5-1. 
 
B.  Hospitals 
Hospital inpatient, outpatient and emergency care will be provided by those Seton and St David�’s 
hospitals located in Travis county including:  

 Seton Healthcare 
o Seton UMCB 
o Seton Medical Center Austin 
o Seton Northwest Hospital 
o Seton Southwest Hospital 
o Dell Children�’s Medical Center 
o Central Texas Rehabilitation Hospital 
o Seton Shoal Creek Hospital (Behavioral Health) 

 St David�’s Healthcare 
o TBD 

 
C.  Primary Care 
Primary care will be provided by 

 CommUnity Care 
 Lone Star Circle of Care 
 Seton Community Clinics 
 Other providers - TBD 

 
D.  Urgent Care 
Urgent care will be provided by 

 Community Care 
 Lone Star Circle of Care 
 TBD 

 
E.  Specialty Physician Care 

 Specialty care will be provided by a specialty network tailored to meet the specific referral 
needs of the primary care network.  We anticipate having clinical faculty and residents 
provide a significant amount of the specialty care in an ambulatory setting.  Eventually, a 
free-standing multi-specialty medical group is envisioned that can provide many of the 
specialty services on a rotational basis at the primary care clinics.  Services will also be 
provided by a mix of physicians, including:Seton-owned specialty medical groups 

 Specialists hired by the FQHCs  
 Selected other specialists in the community.   
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F.  Ancillary Providers 
The network of ancillary providers will include a full array of ancillary services tailored to the specific 
referral needs of the primary and specialty physician networks.  This will include  

 A mix of Seton-owned services 
 FQHC services 
 Selected ancillary providers in the community 

 
Ancillary services include but are not limited to: 

 Outpatient Lab 
 Outpatient Radiology 
 Home Health 
 Durable Medical Equipment 
 Skilled Nursing 
 Outpatient Therapy (PR, OT, ST) 
 Outpatient Surgery 
 Dental 

 
G  Behavioral Health Providers 
Inpatient psychiatric and substance abuse services will be provided by 

 TBD 
 
Outpatient psychiatric and substance abuse services will be provided by a behavioral health network 
composed of  

 ATCIC 
 FQHC providers 
 Selected providers in the community 

 
H.  Pharmacy 
Pharmacy services will be provided by the current Central Health Pharmacy Benefit Manager (TBD). 
 
I.  Dental 
Dental services will be provided within the FQHCs with some services purchased in the community. 
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VI. Medical Management Plan 
 
A.  Overview 
The IDS will contract with the Plan Administrator to perform most medical management services 
on an ASO basis.  These services will generally mirror the services currently provides for Medicaid, 
CHIP and MAP members.  Because this population is expected to be primarily adults with a heavy 
chronic disease burden, the medical management services will necessarily be more intensive than for 
a more normal population.  Many of these patients will have comorbidities including significant 
behavioral health conditions. 
 
B.  Health Risk Assessments 
Because many people within this high risk population have not had good access to regular medical 
care, The Plan Administrator will conduct an initial risk assessment within 10 business days after a 
member first becomes enrolled in the program.  The risk assessment will cover health history, 
current medical and behavioral health conditions, prescriptions taken and social support needs. 
 
Periodically Plan Administrator staff will conduct additional risk assessments to document the 
progress of the patient.  Our expectation is that by applying a full complement of managed care 
strategies to this high risk population, patient health will improve while cost of care declines. 
 
A draft Health Risk Assessment Form is shown in Exhibit 6-1. 
 
C.  Primary Care Medical Home 
At the time of enrollment the Plan Administrator will assure that the member chooses a PCP or is 
assigned a PCP.   It is envisioned that primary care physicians will be supported by a clinical team of 
other professionals including nurse practitioners and social workers. 
 
After the initial health risk assessment is completed, Plan Administrator staff will facilitate the initial 
PCP visit for the member.  The health risk assessment will be forwarded to the PCP before the first 
visit to help the PCP get a solid grasp on the patient�’s needs.  The Plan Administrator staff will 
collaborate with the PCP to arrange other necessary services. 
 
D.  Concurrent Review and Discharge Planning 
The hospital will notify the Plan Administrator when a member is admitted.  Plan Administrator 
staff will work collaboratively with the attending physicians and hospital discharge planners to 
arrange appropriate post discharge care and social services support.  
 
E.  Emergency Room Diversion Program 
Plan Administrator staff will track �“high fliers�” that use the emergency room inappropriately. 
Members who show up at the emergency room for care that could have been delivered by their 
primary care physician, will be coached by Plan Administrator staff on appropriate use of the 
emergency room, redirected to their PCP when possible and helped to identify convenient urgent 
care centers.   
 
F.  Case Management Program 
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The Plan Administrator will assign a nurse case manager to members who meet the case 
management criteria.  Typically, this includes patients who have catastrophic illness and those with 
one or more chronic illnesses.  Case managers will work closely with the PCP to help arrange for 
specialty, ancillary, mental health and social services. 
 
Case managers will focus on patients with: 

 1 or more hospital admissions within the last year  
 3 or more ER visits within the last year 
 1 uncontrolled chronic condition 
 3 or more stable chronic conditions 
 Poly-Pharmacy (multiple concurrent drugs) 

 
G.  Disease Management Programs 
The Plan Administrator will maintain disease management programs appropriate to the members.  
Since this will be a predominantly adult population, it is expected that disease management programs 
for this population will focus on: 

 Cancer 
 Chronic Heart Failure 
 COPD 
 Behavioral Health 
 TBD 

 
H.  Pharmacy Management 
The Plan Administrator will analyze pharmacy data to identify opportunities for intervention.  A 
primary focus will be on poly-pharmacy situations where the patient is on multiple drugs.  This 
information will be shared with the PCP to help the PCP understand the whole picture.   A 
pharmacist will be available to work collaboratively with the PCP to help assure optimal use of 
pharmacy based upon the patient�’s conditions. 
 
I.  Nurse Advice Line 
The Plan Administrator will make available a 24/7 nurse advice line to provide clinical information 
to members and to help them navigate the complex delivery system.   
 
J. Retrospective Data Review, Analysis and Corrective Action  
Because network providers will submit claim and encounter information to the Plan Administrator, 
that information will be collected and analyzed to identify utilization and cost trends.  We will also 
add pharmacy and mental health information to help get a more complete picture.  This information 
will also be shared with providers.  Based upon the analysis, Plan Administrator staff will develop 
specific action plans and work collaboratively with providers to target aberrant trends.   
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VII. Clinical Integration Plan 
 
A.  Overview 
A primary reason for developing the IDS is to help integrate the fragmented healthcare delivery 
system at the clinical level to enhance efficiency, quality and patient engagement.   
 
Key elements of the clinical integration plan are: 

 Clinical Practice Protocols 
 Intensivist Program 
 In-Home Visits 
 Telemedicine 
 Patient Navigators 

 
B.  Clinical Practice Protocols 
Primary Care Providers and Specialists will develop practice protocols to derive clinical best 
practices for high frequency diagnoses and high cost chronic conditions.  These clinical practice 
protocols will be based upon recognized clinical research.  A key focus will be on facilitating high 
levels of communication and information exchange between PCPs, specialists and ancillary 
providers to improve both efficiency and clinical outcomes.   
 
Plan Administrator staff will coordinate payment and medical management activities around these 
clinical practice protocols.  For instance, the Plan Administrator will pay for phone consultations by 
a specialist to a PCP. 
 
C.  Intensivist Program 
High risk patients will be managed by an intensivist team to assure that all inpatient and outpatient 
follow-up care is provided in a coordinated manner.  Every effort will be made to facilitate good 
communication to the primary care physician and specialists so they can follow the patient 
effectively after discharge. 
 
This team will be composed of physicians, nurse practitioners, behavioral health counselors, social 
workers.  The team will �“wrap around�” a specific patient to provide intense services tailored to the 
specific clinical and social needs of the patient. 
 
D.  In- Home Visits 
For selected patients that need frequent follow up, we will arrange and pay for a nurse, nurse 
practitioner or a physician to visit the home.   
 
E.  Telemedicine 
We will selectively use telemedicine where appropriate to expand the capacity of specialists and 
mental health professionals to consult with the PCP and the patient in the PCP office.  We will 
experiment with various forms of telemedicine to further leverage scarce provider resources.  
 
F.  Patient Navigators 
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We intend to make a robust patient navigation capability available to the highest risk patients.  Our 
intent is to stimulate patient engagement in their own care in a manner that recognized each patient�’s 
specific culture, level of health literacy and clinical needs. 

VIII. Quality Management Plan 
 
A.  Overview 
The Plan Administrator will include this high risk population in its quality management program.  
There will be a clear focus on identifying patient needs early and getting the patient into the right 
treatment as early as possible.  It is expected that using periodic health risk assessments will help 
demonstrate improved outcomes for this previously unmanaged population.  
 
B.  QI Program 
QI programs will be developed and targeted at specific diseases.    
 
TBD�…. 
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IX. Operations Plan 
 
A.  Enrollment and Eligibility 
The Plan Administrator will set up two separate lines of business within the claim system to manage 
MAP and the high risk population.   
 
Upon receipt of the enrollment file from Central Health eligibility unit, the Plan Administrator will: 

 Loaded the eligibility file into the claims system 
 Assign a PCP medical home (if the member has not chosen a PCP) 
 Issue a member ID card and send it out with a member handbook 

 
B.  Member Service / Patient Navigation 
The Plan Administrator will provide member services to MAP members.  Members can call the 
member service phone number to get help with changing their PCP and ask questions about their 
coverage or how to use the system.  The call center will also conduct outbound calls to specific 
members to help them navigate through the healthcare system.  
 
Members can also access the Plan Administrator website for self service. 
 
C.  Network Management 
The Plan Administrator will perform the network management function for the IDS.  This includes: 

 Provider contracting 
 Credentialing 
 Provider relations 

 
D.  Claims and Encounters 
Network providers will send claims and encounters to the Plan Administrator.  This information will 
be entered into the claims system and become available in the data warehouse.  Claims will be paid 
electronically and deposited directly into the provider�’s bank account.   
 
E.  Operational Reporting and Analysis 
All eligibility, claims and encounter information is housed in a data warehouse.  The Plan 
Administrator has access to sophisticated reporting and analytic tools that will be used to identify 
trends and initiate corrective action.  This data will also be made available to providers in useful 
reports to facilitate improved patient outcomes. 
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X. Information Technology Plan 
 
A.  Administrative Business Systems  
 
1.  Hardware 
 
a. Local Network Infrastructure 
The IDS will utilize Central Health�’s local network infrastructure including routers, servers and the 
phone system.    
 
b. Computers and Printers 
Computers and printers will be purchased by the IDS for its own staff, but connected to the Central 
Health infrastructure.   
 
2.  Software Applications 
 
a. Email 
The IDS will utilize Email software provided by Central Health.   
 
b. MS Office 
The IDS will utilize Microsoft Office software provided by Central Health.   
 
c. Accounting Software 
The IDS will buy and configure its chart of accounts on the accounting software to do its financial 
reporting.  Ideally, the IDS could use the same software used by the Plan Administrator because it 
has already been configured to report on the MAP program.   
 
3.  Systems Access 
 
a. Email 
Email access for IDS staff will be managed by Central Health.  
 
b. Accounting Software 
Access to the accounting software will be managed by the IDS. 
 
4.  Telecommunications and Connectivity 
 
a. Data Lines 
The IDS will utilize existing data lines where possible, but may need to add capacity. 
 
b. Internet Access 
The IDS will develop and utilize its own website internet address.  
 
c. Dedicated Data Lines 
The IDS will have direct access to Plan Administrator systems either through the internet or 
through dedicated data lines. 
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5.  Staff Training and Support 
 
a. Email 
Central Health will provide training and ongoing support to IDS staff. 
 
b. Accounting System 
Training and ongoing support will be provided by the accounting system vendor. 
 
6.  Data Exchange and Systems Interfaces 
TBD 
 
7.  Data Warehouse and Reporting 
TBD 
 
B.  Managed Care Systems 
 
1.  Hardware 
 
a. Local Network Infrastructure 
The IDS will utilize the network infrastructure owned by the Plan Administrator. 
 
b. Computers and Printers 
The Plan Administrator will furnish its own computers and printers. 
 
2.  Software Applications 
 
a. Enrollment and Eligibility 
The Central Health enrollment and eligibility system will capture enrollment and eligibility 
information on the front end.  An eligibility interface file from Central Health will be loaded into the 
Plan Administrator system as a separate line of business. 
 
b. Claims and Encounters 
Central Health will rely upon the Plan Administrator for processing claims and encounters. 
 
c. Medical Management 
The Plan administrator will maintain online medical authorization software to support the claims 
system along with robust case management software to support this complex population. 
 
d. Credentialing and Provider Database 
The Plan Manager will maintain credentialing software and a provider database that will support all 
aspects of network management. 
 
e. PBM Systems 
The PBM will maintain the PBM systems which can be accessed via the internet. 
 
3.  Systems Access 
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a. Plan Administrator Systems 
Systems access for IDS staff to the Plan Administrator systems will be managed by the Plan 
Administrator using a role based approach. 
 
b. PBM Systems 
Systems access for IDS staff to the PBM system will be managed by the Plan Administrator using a 
role based approach. 
 
4.  Telecommunications and Connectivity 
TBD 
 
5.  Staff Training and Support 
 
a. Plan Administrator System 
The Plan Administrator will provide training and support to IDS staff in the use of the Plan 
Administrator systems. 
 
b. PBM Systems 
The Plan Administrator will provide training and support to the IDS staff in the use of the PBM 
systems. 
 
6.  Data Exchange and Systems Interfaces 
 
a. Eligibility System Interface 
The Central Health eligibility unit provides an eligibility data file to the Plan Administrator to load in 
the claims system.   
 
b. Claims System Interface 
TBD 
 
c. PBM Interface 
TBD 
 
d. Medical Management System Interface 
TBD 
 
7.  Data Warehouse and Reporting 
 
a. Data Warehouse 
The data warehouse will be managed by the Plan Administrator.   
 
b. Reporting Capability 
The Plan Administrator will utilize a robust reporting tool similar to the VQuest reporting tool 
provided by Valence.  That tool will be made available to the IDS staff for reporting as is currently 
done with Central Health for MAP. 
 
C.  Clinical Systems Integration 
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1.  Hardware 
 
a. Local Network Infrastructure 
Each provider has its own network infrastructure. 
 
b. Computers and Printers 
Each provider will furnish its own computers and printers. 
 
2.  Software Applications 
 
a. Practice Management  
TBD 
 
b. Appointment Scheduling 
TBD 
 
c. Electronic Medical Records (EMR) 
The IDS will facilitate greater connectivity and data exchange between the provider electronic 
medical records (EMR).  Because it is unlikely that all providers will use the same EMR, we 
anticipate leveraging the Integrated Care Collaborative (ICC), the Health Information Exchange 
(HIE) already in place in Travis County. 
 
d. Call Management  
TBD 
 
3.  Systems Access 
 
a. Practice Management  
Each provider will maintain access to their own practice management system. 
 
b. Appointment Scheduling 
Each provider will maintain access to their own appointment scheduling system.  
 
c. Electronic Medical Records (EMR) 
Each provider will maintain access to their own EMR system. 
 
4.  Telecommunications and Connectivity 
TBD 
 
5.  Staff Training and Support 
TBD 
 
6.  Data Exchange and Systems Interfaces 
 
a. System Interface Overview 
The IDS will need system interfaces with many outside organizations.  Exhibit 8-1 contains a system 
interface overview.  
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b. Enterprise Master Patient Index 
To exchange patient information between providers it will be essential to have single enterprise 
Master Patient Index that matches all the various numbers to each other for a unique patient. 
 
c. Electronic Medical Records 
Each provider uses its own EMR which may have been coded and configured differently.  To have 
any useful information flow between systems, it will be necessary to do detailed data mapping and  
 
d. Health Information Exchange  
TBD 
 
7.  Clinical Data Warehouse and Reporting 
TBD 
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XI. Finance Plan 
 
A.  IDS Revenue 
 
The IDS will initially be funded on a cost-plus basis through the 1115 waiver as a DISRIP project.  
 
 IDS costs fall into 3 categories: 

 Planning and Development Expense 
 Ongoing Administrative Expense 
 Ongoing Cost of Care 

 
Central Health and Seton will use existing, budgeted resources where available before adding 
additional staff or incurring incremental costs. Central Health and Seton will agree on a 
capitalization plan for funding the start-up costs of the IDS and the funding of DSRIP projects and 
other costs prior to reimbursement. Central Health will IGT  funds for the DSRIP pool in the 1115 
waiver and the IGT or local match plus the federal match will be sent to the IDS. 
B.  Planning and Development Expense 
 
It will take time and money to plan and develop the IDS.  During the planning phase, this plan will 
be refined and submitted to the IDS board for approval.  We anticipate the planning phase to last 3 
to 6 months. 
 
Once the plan is finalized, development will begin and will last 6 to 12 months.  During the 
development phase the organization will be formed, staff will be hired, space leased, furniture and 
equipment installed, budgets finalized, network contracted, enrollment initiated and contracts signed 
in preparation for operation of the IDS. 
 
Planning and development expenses include but are not limited to: 

 Staffing 
 Consultants 
 Space, Furniture and Equipment 
 TBD 

 
Exhibit 9-2 contains a work plan and Exhibit 9-3 contains a planning and development budget. 
 
C.  Ongoing IDS Administrative Expenses  
 
Once the Integrated Delivery System begins operations it will manage healthcare delivery and pay 
for cost of care for this high risk population. Key ongoing administrative expenses will include but 
not be limited to: 

 Staffing 
 Space, Furniture and equipment 
 Vendor Administrative Contracts 
 TBD 
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Exhibit 9-4 contains an IDS ongoing administrative expense budget. 
 
D.  Ongoing Cost of Care  
 
We anticipate that the cost of care for this high risk population will initially be higher than the 
STAR+PLUS population, but will come down over time as we apply the full range of managed care 
strategies to these members. (It may look more like Healthy Texas enrollee utilization does during 
their first year of enrollment.)  
 
Key cost of care expenses include but are not limited to: 

 Inpatient Hospital 
 Outpatient Hospital 
 Emergency Room 
 Outpatient Surgery Center 
 Primary Care Providers 
 Specialist Physicians 
 Ancillary Providers 
 Mental Health 
 Outpatient Therapy 
 Home Health 
 DME 
 Skilled Nursing  
 Pharmacy 
 Dental 

 
It should be noted that cost of care for this program will be influenced by several factors including 
but not limited to: 

 Patient Population (disease burden and compliance) 
 Provider Network (per unit cost and utilization patterns) 
 Benefit Plan (benefits, limitations and exclusions) 
 Random Variation (due to small population) 

 
Exhibit 9-5 contains Central Health ongoing cost of care budget.  
 
E.  Capital Expenditures 
Because the IDS plans to contract for healthcare services and outsource many of its administrative 
functions, IDS capital expenditures will be relatively modest.  Key IDS capital expenses will include: 

 Office Furniture and Equipment 
 IT Hardware and Software 

 
Exhibit 9-6 contains an IDS capital budget. 
 
F.  Risk Management 
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The IDS intends to specifically target the highest risk population for enrollment.  Enrollees will not 
be representative of a �“normal�” population which would contain a reasonable balance of both sick 
and well members.  The basic idea is that 5% of a normal population generates about 50% of the 
expenses and 1% of a normal population generates about 30% of the expenses.  With this in mind, it 
will be very difficult to project cost of care in the first year or two.  Once the members are enrolled 
and are impacted by a full array of managed care strategies, we should expect the utilization and cost 
profile to decrease, but they still remain above the norm. 
 
We will jointly manage the risk by more effectively managing the care for this population.  Much of 
the cost of care this population is already being paid by the hospitals through uncompensated care 
and by Central Health through subsidies to Community Care.   
 
Finally, we intend to conduct a rolling three-year actuarial forecast for this population and can make 
adjustments enrollment or benefits as needed.   
 
G.  Risk Based Capital 
 
Because MAP is a �“coverage program�” rather than an insured program, it is not subject to regulation 
by TDI.  Therefore, there is no risk based capital requirement for Central Health.   
 
H.  Provider Payment Methodologies 
 
1.  Overview 
 
To the extent feasible, the IDS will attempt to align provider incentives through innovative payment 
arrangements such as pay for performance incentives, capitation and risk sharing.   
 
2.  Hospitals 
Seton currently has responsibility for delivering hospital services.  Seton will submit inpatient 
encounters that will be priced on a DRG basis for reporting purposes.  Seton will also submit 
encounters for outpatient services that will be priced on an agreed upon fee schedule for reporting 
purposes. 
 
3.  Primary Care Physicians 
PCPs may initially be paid at 100% of the Medicare fee schedule or some other benchmark for the 
services they perform.  Subsequently, we plan to explore innovative payment arrangements such as 
capitation, case management fees or pay for performance incentives to compensate PCPs for the 
extra time required to properly manage complex patients in their office. 
 
4.  Specialist Physicians 
Specialist physicians may initially be paid at 100% of the Medicare fee schedule or some other 
benchmark for the services they perform.  In certain instances, with approval of the Medical 
Director, a specialist may assume responsibility for coordinating all of the care for a patient.  In such 
cases, the specialist may be paid a case management fee in addition to his normal fee. 
 
5.  Ancillary Providers 
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Ancillary providers will generally be paid a negotiated % of the Medicare fee schedule for the 
services they perform.   
 
6.  Outpatient Behavioral Health 
Mental health providers  may initially be paid at 100% of the Medicare fee schedule.  In certain 
instances, with approval of the Medical Director, a mental health professional may be paid an 
additional case management fee to manage very complex cases. 
 
7.  Pharmacy 
Pharmacy will be managed by the Central Health contracted pharmacy benefit manager (PBM) 
utilizing a 340.B arrangement as is currently done for the MAP population. 
 
8.  Risk Sharing 
Central Health and Seton may enter into a risk sharing arrangement.  There is significant flexibility in 
how a risk sharing arrangement could be structured.  Risk sharing arrangements can be limited to 
certain services and to certain providers.  The level of risk shared can also be variable.  Because there 
are so many variations of risk sharing arrangements, we need to discuss the options and determine 
the best fit for this situation.   
 
I.  Accounting and Financial Reporting 
IDS income and expenses will be recorded in IDS accounting software.    Because Central Health 
will retain the payor role, there will be no cost of care recorded on the IDS books.   
 
Either the IDS will need to hire financial staff, or it could subcontract with Central Health.   
 
I.  Banking and Lender Relationships 
The IDS will need to establish bank accounts to receive revenue and to disperse payments.  For 
consistency, it may want to use the same banks and model its procedures used by Central Health. 
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X.II Implementation Plan 
 
A.  Overview 
Implementation of the IDS will take several months.  It is expected that the planning period will last 
3-6 months and the development period will be 6-12 months before the organization is fully 
operational. 
 
B.  Planning Phase 
During the planning phase the IDS will develop a detailed implementation plan with tasks, timelines 
and resources as well as a development budget.  Once approved by the IDS board, we will move 
into the development phase. 
 
C.  Development Phase 
During the Development phase IDS staff and consultants will begin to hire staff, lease space, install 
systems, finalize contracts and do all the other things necessary to get the organization fully 
operational.  
 
D.  Initial Operations Phase 
On the startup date, the IDS will begin operations.  It is likely that the IDS will begin some 
functions earlier than others and will not reach maturity for 1-2 years after the startup date.    
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Glossary of Selected Terms 
 

�“10 in 10�” Initiative �– A defined set of 10 goals to be accomplished in 10 years as envisioned by 
Senator Kirk Watson to address Central Texas�’s health needs and opportunities. 
 
1115 Medicaid Transformation Waiver �– A waiver under section 1115 of Social Security Act that 
allows CMS and states more flexibility in designing programs to ensure delivery of Medicaid services.  
This waiver allows the state to expand Medicaid managed care while preserving federal hospital 
funding historically received as Upper Payment Limit (UPL) payments�—supplemental payments to 
make up the difference between what Medicaid pays for a service and what Medicare would pay for 
the same service.  Replacing the UPL payment methodology are two funding pools �– the 
Uncompensated Care and Delivery System Reform Incentive Payment (DSRIP) pools.   
 
Accountable Care Organization (ACO) - An organization of health care providers designed to 
transform the way that patients receive care. Providers participating in an ACO work together to 
coordinate patient care and keep track of patients�’ conditions and treatments, regardless of where the 
patient seeks care.  The emphasis is on better quality, lower cost, and better coordination of overall 
care. 
 
Board of Managers �– The nine-member volunteer group that governs Central Health. Four of the 
members are appointed by the Austin City Council and four are appointed by the Travis County 
Commissioners Court. Both governmental bodies jointly appoint the ninth member.  
 
Centers for Disease Control and Prevention (CDC) - One of the major operating components of 
the Department of Health and Human Services. Its mission is to collaborate to create the expertise, 
information, and tools that people and communities need to protect their health through health 
promotion, prevention of disease, injury and disability, and preparedness for new health threats. 
 
Centers for Medicare and Medicaid Services (CMS) �– The federal agency responsible for 
administering Medicare and overseeing state administration of Medicaid.  
 
Central Health (see also Travis County Healthcare District) �– The �“Doing Business As�” name for 
the Travis County Healthcare District. Central Health is a separate political subdivision of the State 
of Texas and is not a part of Travis County Government.  It provides access to healthcare to those 
who need it most. The boundaries of its health care service area are contiguous with Travis County. 
 
Community Care Collaborative (CCC) [see also Integrated Delivery System (IDS)] �– A public-
private partnership managed by Central Health and the Seton Healthcare Family to manage the 
delivery of healthcare through a system of care management that provides the right services at the 
right time and place. The CCC will provide access to a continuum of services including acute care 
services, enhanced specialty care, primary care and behavioral health services. 
 
Delivery System Reform Incentive Payments (DSRIP) - Incentive payments available for 
projects under the 1115 Medicaid Transformation Waiver to enhance access to health care, increase 
the quality of care, the cost-effectiveness of care provided and the health of the patients and families 
served. Projects eligible for incentive payments must come from the DSRIP menu, be included in an 
HHSC and CMS-approved Regional Healthcare Partnership plan and have corresponding metrics 
and milestones. Payments are made based on achievement of identified metrics and availability of 
funds for intergovernmental transfer. 
 
Department of Health and Human Services - The United States government's principal agency 
for protecting the health of all Americans and providing essential human services. 
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Health and Human Services Commission �– The state agency that oversees administration of the 
Medicaid program and other health and human services-related programs. 
 
Health Maintenance Organization (HMO) �– An organization that delivers and manages health 
services under a risk-based arrangement. The HMO usually receives a monthly premium or 
capitation payment for each person enrolled, which is based on a projection of what the typical 
patient will cost. If enrollees cost more, the HMO may suffer losses. If enrollees cost less, the HMO 
profits. 
 
Integrated Delivery System (IDS) [see also Community Care Collaborative (CCC)] �– The initial 
name used to describe the Community Care Collaborative. 
 
Inter-Governmental Transfer (IGT) �– Several definitions. 1) The mechanism used by local entities 
to receive federal match funds under the 1115 Waiver.  2) A local political subdivision that is making 
a transfer to receive matching funds.  3) The funds that are sent to the federal government to be 
matched. 
 
Letter of Intent �– A non-binding agreement between Central Health and the Seton Healthcare 
Family that manifests the commitment to turn a common vision into a series of binding agreements. 
 
Medicaid �– A joint federal-state entitlement program that pays for medical care on behalf of certain 
groups of low-0ncome persons. The program was enacted in 1965 under Title XIX of the Social 
Security Act. 

 
Medical Access Program (MAP) �– A local health benefit program that provides access to health 
care through a network of established providers for those Travis County residents who meet 
enrollment criteria. MAP is funded by Central Health. 
 
Region 7 �– The group of six counties (Bastrop, Caldwell, Fayette, Hays, Lee, and Travis) that 
comprise one of the state�’s 20 Regional Healthcare Partnerships. 
 
Regional Healthcare Partnership (RHP) - Regions developed throughout the State of Texas to 
more effectively and efficiently deliver care and provide increased access to care for low-income 
Texans under the 1115 Medicaid Transformation Waiver.  Each RHP will include a variety of 
participants to adequately respond to the needs of the community.   
 
Standard Terms and Conditions (STCs) �– The list of specifications and requirements for the state 
related to the 1115 Medicaid Transformation Waiver set out by the Centers for Medicare and 
Medicaid Services. 
 
Travis County Healthcare District (see also Central Health) �– The Travis County Healthcare 
District is known as Central Health. Central Health is a separate political subdivision of the State of 
Texas and is not a part of Travis County Government.  It provides access to healthcare to those who 
need it most. The boundaries of its health care service area are contiguous with Travis County. 
 
Uncompensated Care (UC) - Costs of care provided to individuals who have no third party 
coverage for the services provided by hospitals or other providers.  Funds are available through the 
1115 Waiver to reimburse hospitals for this care. 
 
Upper Payment Limit (UPL) �– Federal limits on the amount of Medicaid payments a state may 
make to hospitals, nursing facilities, and other classes of providers and plans.  
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A White Paper on the Community Care Collaborative (CCC)  
Travis County, Texas 
 
This white paper will provide a brief overview of the Community Care Collaborative (�“CCC�”) being 
developed by the Travis County Healthcare District (�“Central Health�”) and the Seton Healthcare 
Family (�“Seton�”.)   Seton and Central Health are seeking the support of the Centers for Medicaid 
and Medicare Services (�“CMS�”) and the Texas Health and Human Services Commission (�“HHSC�”) 
to pursue this new, fully integrated approach to delivering healthcare services, which will 
dramatically improve the way health care services are delivered to the uninsured in Travis County.   
The white paper is a joint product of Seton and Central Health.  

Introduction 

Travis County has historically demonstrated a strong commitment to providing health care services 
to its most vulnerable residents.   Despite limited resources, Central Health and Seton, a charitable 
Catholic health care system, have created a solid safety net for its uninsured residents.  The Medical 
Assistance Program (�“MAP�”), a health care coverage program for Travis County residents that are 
not eligible for Medicaid, has played a major role in providing health services to indigent residents, 
for example.  

Despite Travis County�’s long-standing commitment to serving the health care needs of its most 
vulnerable residents, the current system has several inherent flaws and gaps in available services that 
result in preventable hospitalizations and inappropriate emergency department usage. Some 
examples include: 

 Limited access to primary care and medical homes offering preventive care. 
 Serious shortages of specialty care providers causing delay in care. 
 Severely limited availability of behavioral health services, both inpatient and outpatient. 
 Little to no chronic disease management programs. 

Governing Structure 

With this project, Seton and Central Health are adopting an entirely new approach to delivering 
health care to the uninsured.  In the past, Central Health has contracted with Seton to provide health 
care services to vulnerable populations at University Medical Center Brackenridge (�“UMCB�”), the 
safety net hospital owned by Central Health, but operated by Seton pursuant to a lease agreement.  
However, in a historical move, Central Health and Seton have signed a non-binding Letter of Intent 
(LOI) which outlines a new, unified vision for the creation of an integrated, more cost-efficient 
delivery system to better serve the safety net population of Travis County.  The LOI also addresses 
other priorities for the region including a medical school to be located on or near the University of 
Texas at Austin campus and the construction of a new teaching hospital.   

At the heart of the LOI is the creation of the Community Care Collaborative (�“CCC�”), a non-profit, 501 
© (3) organization that as proposed would be eligible to receive money generated through various 
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government resources, including but not limited to the 1115 Medicaid Waiver Program incentive 
pool.   As the governmental entity created by Travis County voters to efficiently fund and oversee 
indigent healthcare, Central Health will maintain a 51 percent membership interest in CCC.  Seton 
will hold a minority interest of 49 percent. The CCC board will include a majority of members from 
Central Health and representatives from Seton. The governing documents of the CCC will also 
provide for board representatives of other Travis County health care organizations that may become 
participants in CCC, if they agree to contribute financially in the operation and agree to assume 
responsibility for the care of the CCC�’s targeted population.   

The CCC will serve several key functions, including: 

 Evaluating and developing the clinical resources needed to provide integrated health services 
to the targeted population.  

 Identifying certain projects that should be eligible for Delivery System Reform Incentive 
Payments (�“DSRIP�”) funds. 

 Receiving and distributing DSRIP funds to support strategic projects.  
 Developing a structure that will ultimately allow it to operate in accordance with accountable 

care principles and objectives  

Funding Structure 

CCC will affiliate with Central Health to participate in the Medicaid 1115 Waiver program and join 
in the Regional Healthcare Partnership (�“RHP�”) of which Central Health is the anchor.  Travis 
County is uniquely positioned to maximize funding under the DSRIP because of efforts already 
underway by Seton and Central Health to improve quality and reduce costs.  Some of the projects to 
be undertaken by the CCC will be designed to achieve the performance requirements established 
under the RHP plan.  If CCC meets these goals, Central Health will transfer funds to the HHSC to 
serve as the non-federal share of DSRIP funds to the CCC.  

Target Population 

Currently, approximately 22 percent of Travis County�’s one million residents are uninsured, while 12 
percent have health coverage under Medicaid or the Children�’s Health Insurance Program 
(�“CHIP�”).  The CCC will administer the MAP program with increasing focus on approximately 
10,000 high-risk uninsured Travis County residents. These high-risk patients are the most expensive 
patients to treat and most have behavioral health issues. 

New Clinical Services 

One of the driving forces behind this project is the dire need to expand access to certain health care 
services and to do so in a way that improves quality and access while also reducing cost.  As a first 
step, the CCC will evaluate the clinical resources currently available to provide health care services to 
the safety net population in Travis County.  The CCC will also risk stratify the safety net population 
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to determine appropriate clinical interventions for each segment and then determine the appropriate 
clinical delivery system to provide necessary health care services.   

Although the CCC will undertake a formal analysis before committing to specific programs,  

Central Health and Seton have a joint vision for an improved system of clinical care for the un- and 
under-insured in Travis County offering patients:   

1. Improved access to primary care, including expanded hours (evening and weekend) and 
more services (preventive care and health screenings).   

2. Expanded access to specialty care by physicians and other clinicians with a special focus on 
patients with chronic conditions such as diabetes and chronic heart failure, bone and joint 
issues, cancer, lung and digestive conditions.  

3. Better behavioral health services that includes: 
 Sufficient inpatient psychiatry beds, including a dedicated med/psych unit for 

patients with both medical and behavioral health diagnoses. 
 A team-based approach to behavioral health services integrated into the primary care 

settings  
 A proactive behavioral health care coordination and case management system that 

assists clients throughout the continuum of services, 
 Crisis care services, including both mobile programs and a -site based program, such 

as a psychiatric emergency room 
 Tele-medicine programs that leverage capabilities of psychiatrists to multiple settings 

in the community 
 Intensive outpatient programs 
 Addiction intervention programs 

4. Enhanced and coordinated women�’s health services, including: 
 Improved pre-natal, maternity and post-partum care, 
 Women�’s cancer screenings 

5. Improved access to adult dental care  
6. Pain management, palliative and end-of-life care. 
7. Advanced, leading-edge health care services closer to home in a new, state-of-the-art 

teaching hospital, with improved Level I Trauma care. 
8. An increased supply of physicians for the Austin community through establishment of a 

University of Texas at Austin Medical School. 

Federally Qualified Health Centers 

Under the Letter of Intent, Seton and Central Health have committed to design an integrated clinical 
delivery system and to collaborate with other entities such as Federally Qualified Health Centers 
(FQHCs).  It is absolutely essential that multiple providers, including distinct FQHCs and clinics 
work together in a more coordinated fashion.  
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Three Federally Qualified Health Clinics (FQHC�’s) current serve the Travis County safety net 
population: CommUnityCare, Lone Star Circle of Care and People�’s Community Clinic (which 
earned FQHC designation in June 2012).  In addition to these FQHC�’s, Seton runs several 
community health centers (Blackstock Family Health Center, Seton Kozmetsky, Seton McCarthy, 
Seton Topfer, the Paul Bass Clinic and the Seton Specialty Clinic based at UMCB.  

The FQHC�’s and community health centers will play an increasingly important role in expanding 
access to both primary and specialty care. In addition, the FQHC�’s will be directly involved in the 
planning and development of new clinics and urgent care centers to keep patients out of the 
emergency department and reduce costly, preventable hospitalizations. 

Health Information Technology 

Integrated, collaborative, and coordinated health care cannot be accomplished without a robust 
health information technology infrastructure.  As such, supporting a certified electronic health 
record (EHR) system that will enable different providers to view, update and exchange information 
regarding patients at all levels of care is a critical component of the proposed partnership between 
Central Health and Seton.  Because it is unlikely that all CCC providers will adopt and obtain the 
same EHR solution, it will be necessary to develop a health information exchange (�“HIE�”) to allow 
for the exchange of structured clinical information to provide the community providers with the 
most relevant patient information to make the next clinical decision.  Fortunately, stakeholders in 
Travis County have already made significant progress on some aspects of this HIE infrastructure.   

In addition to developing a coordinated electronic health record system, the CCC expects to create a 
technology-based portfolio of projects: 

 An interface integration engine, enterprise master patient index for patient identity 
management and a method for presenting a community patient longitudinal record.  This 
will also include functionality for collecting, storing and managing the privacy for relevant 
clinical data.   

 Advanced analytics capabilities that will allow the CCC to analyze patient information to 
support health care providers as they make clinical decisions.  Such analytics will enable the 
CCC to achieve quality outcomes and proactively manage patient populations.  Further, the 
CCC will utilize the analytics to evaluate populations so that it can further embark on budget 
and/or risk-based compensation models that will accentuate and encourage the most 
efficient utilization of the community�’s resources.  

 Case management tools to assist patient navigation workflow to direct patients to the best 
possible care, while effectively managing costs.   

 A simplified referral process that allows clinicians to efficiently and seamlessly refer patients 
to the appropriate level of care.  

Conclusion 
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Although this transformation in the way Travis County delivers health care to its most vulnerable, 
residents is only in the beginning stages, the historical partnership between   Seton and Central 
Health represents a major turning point for the region�’s fragile safety net.  With support from CMS, 
HHSC and stakeholders throughout Travis County, this project has the potential to dramatically 
improve the quality of life for thousands of individuals, while reducing the public and private cost of 
providing this life-saving care.   
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