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EXECUTIVE SUMMARY 
 
This report is in response to both House Report 119–231, page 202, accompanying H.R. 3838, 
the Streamlining Procurement for Effective Execution and Delivery and National Defense 
Authorization Act (NDAA) for Fiscal Year (FY) 2026, “Providing Clarity for Annual Hold-
Harmless Payments,” and Senate Report 119–39, pages 134-135, accompanying S. 2296, the 
NDAA for FY 2026, “General Temporary Military Contingency Payment Adjustment for 
Children’s Hospitals.”  This report addresses TRICARE reimbursement for children’s hospitals 
(CHs), focusing on the Outpatient Prospective Payment System (OPPS), annual Hold Harmless 
(HH) payments, and the General Temporary Military Contingency Payment Adjustments 
(GTMCPA). 
 
The Defense Health Agency (DHA) is committed to transparency and fiscal responsibility while 
ensuring access to high-quality care for military families.  The transition of CHs to OPPS on 
October 1, 2023 aligned TRICARE with Medicare, as required by statute (10 U.S.C. § 1079(i)(2)), 
moving from an outdated billed-charge system to a modern, cost-based methodology.  To protect 
CHs, this transition included a HH provision, guaranteeing CHs are reimbursed at a minimum of 
100 percent of their allowable costs for TRICARE-covered services.  Hospitals that routinely 
billed much higher than their costs saw the biggest impacts under the change. 
   
In addition, the narrowly tailored GTMCPA program was designed to provide additional 
payments to network hospitals deemed essential for military readiness and deployment in time of 
contingency operations.  The methodology for calculating all these payments is publicly 
available in the TRICARE Reimbursement Manual (TRM). 
 
In a September 15, 2025 report titled, “Impacts of the TRICARE Reimbursement Final Rule on 
Children’s Hospitals,” the Department found no negative impacts to access to care for TRICARE 
beneficiaries as a result of this change. 
 
ASSESSMENT OF INQUIRIES 
 
This first assessment was requested by House Report 119–231, page 202, accompanying H.R. 
3838, the Streamlining Procurement for Effective Execution and Delivery and NDAA for FY 
2026, “Providing Clarity for Annual Hold-Harmless Payments,” which requested that the 
Secretary of Defense provide a report to the congressional defense committees by  
March 1, 2026, that included: 
 

(1)  a detailed, written explanation of the methodology used to calculate the 
2024 annual payment adjustments to serve as a baseline; 

(2)  a plan to provide a written explanation of the methodology used to 
calculate annual payment adjustments on an annual basis to children’s hospitals, 
including the identification of any barriers to implementing such a plan; 

(3)  a plan for establishing a process via which children’s hospitals might 
appeal the Defense Health Agency’s decision regarding a given hospital’s 
eligibility for a GTMCPA and Hold Harmless payments and the total payment 
amount and specific claims determinations on a regular basis, as determined by 
the Director of the Defense Health Agency; 
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(4)  a plan to establish a formal channel through which children’s hospitals 
may submit questions to the Defense Health Agency related to annual payment 
adjustments and GTMCPAs moving forward, including those related to 
eligibility, and set a standard for quick response timelines; and 

(5)  any other issues the Director considers relevant. 
 

A second assessment was requested by Senate Report 119–39, pages 134-135, accompanying  
S. 2296, the NDAA for FY 2026, “General Temporary Military Contingency Payment 
Adjustment for Children’s Hospitals,” which requested that the Secretary of Defense provide a 
report to the congressional defense committees by March 1, 2026, that included: 
 

(1)  A definition of the term “essential” as defined in DHA rule 2023-064521 
and criteria for making that determination; 

(2)  A list of the criteria that would warrant reimbursement as the rule is 
written; 

(3)  The total number of reimbursement claims submitted since the 
implementation of the policy; 

(4)  The total dollar amount reimbursed under the policy during that period; 
(5)  A breakdown of which children’s hospitals have received reimbursements 

and by geographic region, if available; 
(6)  Any identified challenges or inconsistencies in the applications of the 

reimbursement policy; and 
(7)  An assessment of any access to care issues resulting from the revised 

contingency payment adjustment policy. 
 

Due to the overlaps in subject matter and audience in these requests, the Department elected to 
consolidate its responses to the requested information above. 
 
BACKGROUND 
 
By law, TRICARE shall, to the extent practicable, align its institutional reimbursement 
methodologies with Medicare’s (10 U.S.C. § 1079(i)(2)).  Pursuant to this statute, DHA 
transitioned CHs2 from an outdated and inefficient billed-charge payment system to the OPPS, 
effective October 1, 2023.  The prior system of paying inflated billed charges, a practice 
abandoned by nearly all other payers, resulted in payments that often far exceeded the actual cost 
of care.  The lack of transparency in these billed charges allowed providers to mask costs 
providing opportunities for fraud, waste, and abuse.  To illustrate the necessity of this 
modernization, consider a common scenario under the previous billed-charge system.  A CH 
might bill $10,000.00 for an emergency room visit that had an actual cost of approximately 
$800.00 to provide.  For an out-of-network TRICARE Select beneficiary, this could result in a 
25 percent cost-share of $2,500.00, an extreme financial burden.  Simultaneously, TRICARE 
would pay the remainder, resulting in a total payment to the hospital far exceeding its costs.  The 
transition to OPPS, with its HH protection, corrects this imbalance by ensuring hospitals are 
reimbursed for their actual costs without subjecting military families and taxpayers to inflated 
charges. 

 
1 “TRICARE; Reimbursement of Ambulatory Surgery Centers and Outpatient Services Provided in Cancer and 
Children's Hospitals.” 
2 The Final Rule also applied these reimbursement changes to cancer hospitals.  This report only addresses the 
questions as they relate to CHs, in accordance with the committees’ requests. 
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The transition to OPPS sought to align TRICARE with modern reimbursement principles, 
responsibly steward taxpayer dollars, and reduce cost-shares for beneficiaries, all while ensuring 
no hospital received less than 100 percent of its costs for TRICARE-covered services.  Critically, 
this change only impacted reimbursement for a portion of CH services.  OPPS did not apply to 
inpatient admissions, it did not apply to professional provider services, and it did not impact 
reimbursement for those drugs not administered orally.  These services, and many others, 
continued to be reimbursed under prior reimbursement methodologies.  Non-covered services are 
not reimbursed under OPPS. 
 
To ensure financial protection for CH providers, the system was implemented with a HH 
provision, which guarantees CHs were reimbursed, at a minimum, 100 percent of their allowable 
costs.  Costs, such as those not relating to medical care, would not be included in the HH 
payments.  Hospitals that routinely billed much higher than their costs for TRICARE covered 
services saw the biggest impacts under the change.  Other hospitals, mainly those that billed 
below the current OPPS reimbursement amounts, saw increases under the rule. 
 
Finally, the GTMCPA program permits the Director, DHA the discretion to approve a GTMCPA 
payment of up to 115 percent of the hospital’s costs for OPPS services if certain, published, 
quantitative benchmarks are met.  Historically, for other hospital types, applications for a 
GTMCPA that met these published criteria have been universally approved. 
 
The framework for reimbursement of CHs is detailed in Figure 1: 
 
Figure 1:  Framework of OPPS Payments to CHs 
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HOUSE REPORT 119–231, PAGE 202 
 
(1)  A detailed, written explanation of the methodology used to calculate the 2024 annual 
payment adjustments to serve as a baseline. 
 
The HH annual payment adjustment methodology is explicitly detailed in the publicly available 
TRM found at https://manuals.health.mil/.  The process ensures that CH’s total reimbursement 
for TRICARE-covered outpatient services is at minimum equal to their costs. 
 
The methodology is governed by 32 CFR § 199.14(a)(6)(ii)(E)(4) and published in the TRM, 
Chapter 13, Section 3, Paragraph 3.1.5.8.  The calculation steps are published in these locations, 
are performed within 180 days of the end of the CH OPPS year, and are reproduced here: 
 

• Step 1:  Calculate Total Allowable Costs.  DHA identifies all eligible outpatient claims 
and multiplies the total billed charges by the hospital’s most recent Medicare-determined, 
hospital-specific outpatient Cost-to-Charge Ratio to determine the hospital’s total cost for 
TRICARE patient care.  Claims where TRICARE is not the primary payer and services 
paid outside of OPPS are excluded (TRM Ch. 13, Sec. 3, Para 3.1.5.8.3). 
 

• Step 2:  Calculate Total OPPS Payments and Reconcile.  DHA sums all TRICARE 
payments made for the same set of claims.  If total OPPS payments are less than the 
calculated costs, DHA issues a lump-sum reconciliation payment to the hospital for the 
shortfall, ensuring the hospital is made whole to 100 percent of its costs for TRICARE 
covered services. 

 
Note:  While the governing regulation specifies the OPPS year ends March 30, the TRM (Ch. 13, 
Sec. 3, Para 3.1.5.7.2.4) allows for the inclusion of March 31 in the calculation, which was done 
for this period. 
 
(2)  A plan to provide a written explanation of the methodology used to calculate annual 
payment adjustments on an annual basis to children’s hospitals, including the identification of 
any barriers to implementing such a plan. 
 
The complete methodology is, and will continue to be, published in the TRICARE regulation and 
manuals.  DHA will continue to direct hospitals to these public resources through our Managed 
Care Support Contractors (MCSCs). 

 
(3)  A plan for establishing a process via which children’s hospitals might appeal the Defense 
Health Agency’s decision regarding a given hospital’s eligibility for a GTMCPA and Hold 
Harmless payments and the total payment amount and specific claims determinations on a 
regular basis, as determined by the Director of the Defense Health Agency. 
 
While GTMCPAs are not subject to appeal, we are pleased to report that hospitals already have a 
process to request data regarding eligibility.  This is codified in TRM Ch. 13, Sec. 3, Para. 
3.1.5.7.1.12, which states “DHA, upon request, will provide the detailed claims data used to 
calculate the hospital’s PCR and maximum GTMCPA payment, if any, to the requesting hospital 
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through the contractor”.  Additionally, under Paragraph 3.1.5.7.1.2.2.1.2 the MCSCs are required 
to work with hospitals to resolve discrepancies in the reported data prior to submission of the 
request to DHA if the hospital’s data show that they qualify, but the contractor’s claims data 
show that they do not.  Historically, for other hospital types, applications for a GTMCPA that 
met these published criteria have been universally approved.  The HH payment is a 
mathematically driven calculation based on established claims data.  While the methodology 
itself is not subject to appeal, hospitals may submit inquiries regarding potential factual or data 
errors in their specific calculation through their MCSC for administrative review.  These 
inquiries are in addition to adjustments made for claims not processed to completion. 

 
(4)  A plan to establish a formal channel through which children’s hospitals may submit 
questions to the Defense Health Agency related to annual payment adjustments and GTMCPAs 
moving forward, including those related to eligibility, and set a standard for quick response 
timelines. 
 
The established and formal channel for all provider inquiries, including those related to annual 
payment adjustments and GTMCPAs, is through their regional MCSC.  As is current practice, 
hospitals may also request the detailed claims data used in their payment calculations through 
this same channel (TRM Ch. 13, Sec. 3, Para. 3.1.5.7.1.12).  
 
(5)  Any other issues the Director considers relevant. 
 
The public-facing regulations and manuals provide a complete and transparent framework for 
reimbursement.  The prior system of paying inflated billed charges, a practice abandoned by 
nearly all other payers, resulted in payments that often far exceeded the actual cost of care, and 
those charges provided opportunities for fraud, waste, and abuse.  The HH provision ensures a 
CH’s total reimbursement will, at a minimum, cover 100 percent of its allowable costs, thereby 
preventing any financial loss on care provided to TRICARE beneficiaries.  Hospitals that 
routinely billed much higher than their costs saw the biggest impacts under the change.  Other 
hospitals, that billed below the current OPPS rate, saw increases in reimbursement.  For the first 
full reconciliation period covering April 1, 2024 through March 31, 2025, this methodology 
functioned as designed.  The reconciliation resulted in payments totaling ~$155M of HH 
payments to 82 CHs. 
 
We also addressed access to care concerns in the report submitted by DHA on September 15, 2025, 
titled, “Impacts of the TRICARE Reimbursement Final Rule on Children’s Hospitals.”  This 
report found that the Final Rule did not negatively impact access to care for TRICARE 
beneficiaries. 
 
SENATE REPORT 119–39, PAGES 134-135 
 
(1)  A definition of the term ‘‘essential’’ as defined in DHA rule 2023–06452 and criteria for 
making that determination. 
 
Section E. of the Final Rule stated that CCH’s may be eligible for GTMCPAs that will ensure 
network adequacy during military contingency operations.  This is determined by meeting the 
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quantitative benchmarks (see item 2) defined in the Final Rule and the TRICARE 
Reimbursement Manual (TRM Ch. 13, Sec. 3, Para. 3.1.5.7.2).  While hospitals meeting the 
quantitative benchmarks have historically been approved for a GTMCPA, final approval is 
neither automatic nor guaranteed.  The Director, DHA retains full discretion to approve, modify, 
or deny any application based on a determination of which facilities are most essential for 
military readiness and support during contingency operations, particularly in an environment of 
finite resources. 
 
(2)  A list of the criteria that would warrant reimbursement as the rule is written. 
 
We interpret this question to specifically apply to GTMCPA payments for CHs.  Per the TRM 
(Ch. 13, Sec. 3, Paras. 3.1.5.7.1 and 3.1.5.7.2) a hospital meets this requirement if, during the 
previous OPPS year: 
 

• At least 10 percent of the hospital’s total revenue is from TRICARE for the care of active 
duty Service members and their dependents (ADSMs/ADDs); and 
 

• The hospital had 10,000 or more TRICARE visits that fell under the OPPS for 
ADSMs/ADDs; and 

 
• The hospital is deemed to be essential by the Director, DHA for TRICARE operations. 

 
(3)  The total number of reimbursement claims submitted since the implementation of the policy. 
 
The total number of general reimbursement claims submitted for CHs since the implementation 
of OPPS (broken down by OPPS year) is: 
 

• October 1, 2023 – March 31, 2024:  2,465,633 claims (partial year due to effective date). 
 

• April 1, 2024 – March 31, 2025:  5,266,269 claims. 
 
No applications for a GTMCPA were received during this time. 
 
(4)  The total dollar amount reimbursed under the policy during that period. 
 
The total payments to CHs under the OPPS, inclusive of both standard allowed amounts and 
subsequent Hold Harmless adjustments, are as follows: 
 

• For the initial period from October 1, 2023, through March 31, 2024, total payments 
amounted to $170,252,363.15. 
 

• For the first full OPPS year, from April 1, 2024, through March 31, 2025, total payments 
amounted to $328,772,638.70. 
 

• Because no GTMPCA applications were received, no GTMCPA payments were issued to 
CHs during this period. 
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(5)  A breakdown of which children’s hospitals have received reimbursements and by geographic 
region, if available. 
 
Because no hospitals applied for a GTMCPA, there are no hospitals to report. 
 
More broadly, below we provide the committees with a list of CHs that have received any type 
of reimbursement under OPPS (regular OPPS payment and HH adjustments), by region and year. 
 
West Region: 
 
OPPS Year October 1, 2023 – March 31, 2024 
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OPPS Year April 1, 2024 – March 31, 2025 
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East Region: 
 
OPPS Year October 1, 2023 – March 31, 2024 
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OPPS Year April 1, 2024 – March 31, 2025 
 

 
 
(6)  Any identified challenges or inconsistencies in the applications of the reimbursement policy. 
 
Since the transition to OPPS, DHA has not noted any systemic challenges or inconsistencies in 
the overall reimbursement policy for CHs.  Furthermore, DHA has not observed any CHs leaving 
the TRICARE network because of the updated reimbursement structure.  DHA references the 
September 15, 2025 report to Congress, “Impacts of the TRICARE Reimbursement Final Rule 
on Children’s Hospitals,” which found that the Final Rule did not negatively impact access to 
care for TRICARE beneficiaries. 
 
(7)  An assessment of any access to care issues resulting from the revised contingency payment 
adjustment policy. 

 
No access to care issues have been identified as a result of the revised GTMCPA policy.  
Critically, DHA has not received any reports of TRICARE beneficiaries facing access to care 
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issues at CHs following the implementation of the overall revised reimbursement policies.  DHA 
references the September 15, 2025 report to Congress, “Impacts of the TRICARE 
Reimbursement Final Rule on Children’s Hospitals,” which found that the Final Rule did not 
negatively impact access to care for TRICARE beneficiaries. 
 
CONCLUSION 

 
DHA’s transition to the OPPS for CHs represents a critical step in modernizing TRICARE's 
reimbursement structure.  This transition fulfills our statutory mandate to align reimbursement 
methods with those made by the Centers for Medicare and Medicaid Services for the Medicare 
program, moving away from an outdated billed-charge system to a transparent, cost-based 
methodology.  This alignment not only brings TRICARE into compliance with Federal law but 
also ensures the responsible stewardship of taxpayer dollars. 
 
Crucially, CHs are fully protected from financial loss through the HH provision.  This 
mechanism guarantees that every CH is reimbursed, at a minimum, 100 percent of its allowable 
costs for OPPS services through an annual reconciliation payment.  Furthermore, the GTMCPA 
remains available as an additional layer of support, allowing qualifying hospitals to receive up to 
115 percent of their costs.  Eligibility for this discretionary payment is based on clear, published 
criteria, including quantitative benchmarks and a determination that the hospital is essential for 
TRICARE operations. 
 
DHA’s reimbursement system is compliant, transparent, and fiscally sound.  It balances our legal 
and fiduciary responsibilities with our unwavering commitment to providing our beneficiaries 
with uninterrupted access to world-class pediatric care. 
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