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Under the Dallas County model, there is no donation to a governmental entity. The private
hospitals are providing a benefit to individuals who receive charity care or other community
services; there is no payment in cash or in kind to the unit of local government. CMS does state
in the preamble to its 2007 cost rules (ultimately vacated for other reasons), that one issue in
assessing compliance with provider donation regulations was whether a private hospital provides
services that are the legal obligation of a governmental entity.!” However, the private hospitals at
issue are not assuming any legal obligation of the governmental entity. In Texas, hospital
districts and counties are generally required to provide or pay for indigent care only as a payer of
last resort.'® As HHSC stated during discussions concerning the 2007 deferral, "[t]he scope of
the local government entity's obligation is...to provide or pay for indigent care that someone else
is not providing or paying for."!°

Further, the past practice of a governmental entity electing to pay for certain services does not
create a legal obligation for the governmental entity to continue to do so in the future. The only
way to characterize the Dallas County model as resulting in a provider donation is if the prior
provision of or payment for care by the public entity in and of itself creates an ongoing legal
obligation for the government to continue to provide or pay for these services in perpetuity.
When private entities provide or pay for services in the community at their sole discretion, some
of which may have previously been provided or paid for by a governmental entity, there is no
donation. The mere expectations and historical practices of the private and the governmental
entities do not somehow transpose the provision or payment of care to patients into a provider
donation.

2. The Dallas County arrangement has not changed since 2008.

The Dallas County arrangement has not changed in any signiticant way from the one described
in documents submitted to CMS in 2007 and 2008. One of the documents provided to CMS was
a memorandum describing the Dallas County model.?* Another document submitted to CMS in
2008 was a letter explaining why there is no assumption of obligations of the local governmental
entity.>! These documents (along with many others provided to CMS in 2007-2008) explain why
these longstanding relationships do not result in a donation to the governmental entity.

17 Cost Limit for Providers Operated by Units of Government and Provisions To Ensure the Integrity of Federal-State
Financial Partnership, 72 Fed. Reg. 29748, 29762-99 (May 29, 2007) (stating “[I]ocal government tax dollars that are not
contractually committed for the purpose of indigent care services or any other non-Medicaid activity can be directly transterred
E)sy the local government to a state as the non-Federal share of Medicaid payments.”).

Tex. Health and Safety Code §§ 61.022(b) and 61.060(c).
19 Exhibit 4 at 3.
20 See Memorandum dated August 21, 2007, to James Frizzera, CMS, and Daniel Aibel, HHS Office of General

Counsel (Exhibit 10).

21 See Exhibit 4, explaining, among other things, that it was initially contemplated that the Dallas County Hospital
District would assign the physician contract to the affiliated private hospitals, but that the arrangement was revised
effective March 31, 2007, to provide for termination of the contract between the hospital district and the physician
group, thus terminating any contractual obligation on the part of the hospital district with regard to those physician
services.
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