
DEPARTMENT OF IIEALTH & HUMAN SERVICES

Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 53-14-2$
Baltimore, Maryland 21244-1550

cMs
Y7B6' ibIIC.4EF6ABYCADlBINI'F5

Center for Medicaid and CHIP Services

Mr. Billy Millwee
Associate Commissioner for Medicaid & CHIP

Health and Human Services Commission pCT 13 211
Post Office Box 13247

Austin, Texas 78711

RE: TN 10-62

Deaz Mr. Millwee:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (T'N) 10-62. This amendment revises language in the
disproportionate share hospital (DSH) reimbursement methodology.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a), and 1923 of the Social Security Act and the
itnplementing Federal regulations at 42 CFR 447 Subpart C. As part of the review pmcess the
State was asked to provide informarion regazding funding of the State shaze of expenditures
under Attachment 4.19-A. Based upon your assurances, Medicaid State plan amendment 10-62
is approved effective October 1, 2010. We aze enclosing the HCFA-179 and the amended plan
pages.

If you have any questions, please call Sandra Dasheiff, CPA at (214) 767-6490.

incerely,

 
Cindy Mann
Director

Center for Medicaid and CHIP Services
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State of Texas

Appendix 1 to Attachment 4.19-A
Page 1

Disproportionate Share Hospital (D5H) Reimbursement Methodology

a) Introduction. Hospitals participating in the Texas Medicaid program that meet
the conditions of participation and that serve a disproportionate share of low-
income patients are eligible for additional reimbursement from the
disproportfonate share hospitai (DSH) fund. HHSC wiil establish each hospital's
eligibility for, and amount of, reimbursement. This saction applies to all
hospitais that participate in the DSH program.

b) Definitions. For the purposes of this section, the fo(lowing words and terms
have the following meanings unless the context clearly indicates otherwise.

1) Adjudicated claim — A hospital claim for payment for a covered Medicaid
service that is paid or adjusted by HHSC or another payer.

2) Available DSH funds — The annual federai DSH allotment of funds that
may be reimbursed to all DSH-eligible providers.

3) Bad Debt — A debt arising when there is non-paymsnt on behalf of an
individual who has third-party coverage.

4) Charity care — The unreimbursed cost to a hospital of providing, funding,
or otherwise financially supporting heslth care services on an inpatient or
outpatient basis to Indigent individuals, either directly or through other
nonprofit or publ outpatierrt clinics, hospitals, or heatth care
organizations. A hospital must set the income level for eligibility for charity
care consistent with the criteria established in §311.031, Texas Neafth and
Safety Code.

5) Charity charges — Total amount of hospital Charges for inpatient and
outpatient services attributed to charity care in a DSH data year. These
charges do not include bad debt charges, conVactual allowances, or
discounts given to other legally liable third-party payers.

6) Children's hospital — A hospital within Texas that is recognized by
MediCare as a children's hospital and is exempted by Medicare from the
Medicare prospective payment system.

TN; 1 O` l 'L Approval Date: OCT 1 3 2011
Effective Date: ! U- a  0
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State of Texas

Appdix 1 to Attachment4.19-A
Page 2

Disproportionate Shars Hospital (DSH) Reimburaement MetEiodology (contlnued)

Deflnitions {coMinued)

7) Disproportionate share hospital — A hospital iderafied by HHSC that
meeis the QSH program condions of participation and that serves a
disproportionate share of Medicaid and/or iruiigent petients.

8} DSH data year — AMelve-monih period from which HHSC wili compile
data to detertne DSH program quai'rticatbn and payment.

9) DSH program ysar —The twelve-month period beginning Octcaber 1 and
ending September 30. This cortespvnds with the Medicaid state plan rate
year.

10) Dually sNgi6le peirt — A patierrt who is simuftaneously eligible for
Medicare and Madicaid.

11) Hospifal-iflc limit — The maximum amouM a hospital may receive in a
DSF1 program year. based on costs arising frorn ind"+viduals receiving
hospital services who are Medicaid eligi6le or uninsured, not costs arising
from individuaks who have third-party coverage.

A) An in4erim hospital-specific Iimit will be trended forvward to the D5H
program year using an inflation update factor to acoount for inRation
sinoe the DSH data year.

B) A finat hospitahspacific limit wili be caula2 using actual OSH
program year cast and paymert data.

12) Independent oertified audit — An audit that is conducted by an aitor that
operates independently from the Medicaid agency and the aud'Red
hospitals and tfiat is eligible to perform the DSH audit required by CMS.

13) Indigent individual — An individual classified by a hospital as eigible for
charity care.

p- L, Z Approval Date: OCT 13 211 Effective Datc: / O - c1  i o



State of 7exas

Appendix 1 to Attachment 4.19-A
Page 3

Disproportlonate Share Hospital (DSH) Reimbursement Methodology (con8nued)

Definkions (continued)

14) Inflation update factor — Cost-0f-living index based on the annual Centers
for Medicare 8 Medicare Services prospective payment system hospital
market basket iex.

15) InpatieM day — Each day that an individual is an inpatient in the hospital,
whether or not the individual is in a specialized ward and whether or not
the individual remains in the hospital for lack of suitable placemeM
elsewhere. The term includes observation days, rehabilitation days.
psychiatric days, and newbom days. The term does not include swing bed
days or skilled nursing facility days.

16) Inpatient revenue - Amount of gross inpatient revenue (charges) derived
from the most recent completed Medicald cost report or reports related to
the applicable DSH data year. Gross inpatient revenue exdudes revenue
reated to fhe professional services of hospital-based physicians, swing
bed facili4es, skilled nursing facilities, intermediate care facilities, other
non-hospital revenue, and revenue not identified by the hospital.

17) Institution for Mental Disease (IMD) —A hospital thst is primarily engaged
in providing psychiatric diagrwsis, treatment, or care of individuals with
meMal illness.

18) Low-income days — Number of inpatient days attnbuted to indigent
patients.

19) Low-income utilization rete — A DSH qualificatbn criterion calculated as
described in subsection (c)(2).

20) Mean Medicaid inpatient utilization rate — The average of all adive
Medicaid hospitals' Medicaid inpatient utilization rates.

21 } Micaid contractor — Fiscal agents and managed care organizations with
which HHSC coritracts to process data related to the Medicaid program.

22) Medicaid cost report — Nospital and Mospita! Health Care Complex Cosf
Report (Form CMS 2552), also known as the Medicare cost report.

1't.}; J p- (  Approval Date: OCT 1 g 2) Effective Date: 1 C: -  i C

Svparsedes TN: C - 3 3



StatB of Texas
Appendlx 1 to Attachrnent 4.19.A

Page 4

Dlaproportfona Sfian liospital (D3Hj RelmburssmontArtlodology (eonUnuad)
Defiridons (cwKinued)

23) AAedicaid hospit — A hogpital meetina the yuaNRcatbns to parikipata in
the Texas medic essistance program.

24) Medicaid inpat7ent utilizAtion rate — A QSFIqualification criterion calculated
as desibed inaian (cxt}.

25) Medlcaid shotifal— The unreNbutsed ct of Madicaid inpatieM and
outplent hospita! services fumished ta Medicaid patlents.

26) A9ed'Kaid ctate plan rate year — The iweMe-month period corresponding to
the DSH progr,atn year.

27) Metropp6tan stetiStical area {MSA) As ned by tfie United States
t)ffice of Management and Budget. MSlks wtth popultions greater than or
equai to 121,OOQ, acrding to the rrwst racerddecennial census, are
considered t̀he largest MSAs."

28) d6stefrical aervices — The medical care of a woman durir pre9Y.
delivery, and ihe post-partum period provided at the haspital Ilsted on tMe
DSH appflcation.

llQerrttzarges — Amount of givss outpatieM charges (revenue)
relatad tn fheaplicable D5H data year d used in tl+e cakvlation of the
AAedic8ld shottfafl.

30) Prry met+oF tUcal area (PMSA) — As defined by the United
StsO of Management and Budget

S1) Rad of cosF-to-charges (inpatient on1Y) —A cost cerrter ratio tHat cxwers all
alicable hcsspai cos nd cMrges relatirg to hpaiient ce. Thls ratb
doe rot distinguieh betwsen payer typs such as Mediqre, Medicaid, or
Prfte RaY•

npproval Date: T 13 2011
El3'cetive Date: ( O 01 ` I O

suproeaea mrr: 09 -33



State of Texas

Appendix 1 ! o Attachment 4.19.A
Page 5

Disproportlonate Shan Hospital (DSH) Reimbursement Mothodology (continued)

DoBniflons (contlnued)

32) Ratio of cost-to-charges (inpatnt and outpatient) - A Medicaid cost
report deriwed cast center ratio that covers all afIable hopitai costs
and charges relting ta patient care, iripatlent arxi outpatient. This ratio
does noi distinguish betwe payer types such as Medicare, Medicaid, or
private pay.

33) Ruret area - Area outside an MSA or a PMSA.

34) State dest hospltal - A public heaHh facility operated by the Departmerrt
of State Hath SeMces end designated for the care and treatment of
patiarrts with iuberculosls.

35) State-owned teeting hospital - A hospital owned and operated by a state
universlty or other siate agency.

36) Third-party coverape - Creditable insuranca Caveragecnsistent with the
deflnions in 45 Code of Feder Regulations (CFR) Parts 144 and 146, or
coverage based on a leqally fiable third-party payer.

37) Total AAedicaid inpatient days - Totat nmber of inpatient days based on
adjudic$ted claims data for covered services for state fiscal year 2008 for
DSH program year 2010. Beginnirtg with dSH xogram year 2011, the
relevant QSH data year will be used for Medicaid-eligible patients.

A) The term includes:

i)

iii)

Medicaid-eligible days of care adjudicated by managed care
orgaNzations;

days that were denied payment for spell-of-illness limitations;

days attributable to individuais eiigible for Medicaid in other
statas, induding dualiy eligi6ie patients;

iv) only days with adjudicated dates during the period; and

v) days for dually eligible patients for purposes of the
cakulation in (cx1).

B} The term excludes:

rN: p Approval Date: .__ T 1 s 2) Effective Date: ___!0 ' o If̀ o



State of Texas

Appendix 1 to Ariachmerrt 4.19-A
Page 6

Disproportkale 3hare Hosptbl (DSHj RsimbursarrtMetlwdolopy (corrtinued)

n8 {,weaf

8) Thetrm exdudag:

i) days aiVibutable to Medicaid patlents heiween the ages of 21
and 85 irt an IMD; and

ii) days denied for lete filing and other reastms; and

iii) days for dualfy etigible patients tor purpos of the calculation in
c3).

3S) Totat Medic,idkthospital payments — Total amourt of FAediaid
funds that a hospitel received for adjudicted Gafine for inpatisnt services
during the DSH data year. The tertn indudes paymeMs that the hospital
receNed:

A) for inpatient services from managed care organizations; and

8) for patlents eNgible for Medicaid in other stetes.

Totpl sia artd local rerenue — Tata! amawrt of ste and kcal payments
that a hospftal resxived for inpatit care durine the DSH data year. The
termiiudes paymen ur' state and local programs that are funded
erttkely with state general revenue funds and state or bcal tax funds and
nirachaldnts andaowances.

40) llrrinsured cost — The co to a hospttat of providing inpatient and
oufpetieM haspifal services  deBned by CMS.

41) UnlnatKed patlent — An indivodual who has no health insurance or other
sowce af tfiird-party coverage.

CYE ApProval Daze: Cf 18) Effectivc Date: / 0 O 1 1 a

Sades7N: d9'33



State of Texas

Appendix 1 to Attachment 4.19-A
Page 7

Disproportionate 3hare Hospital (DSH) Reimbursement Methodology (continued)

DeBnitions (continued)

A2) Upper Payment Limit (UPL) program — Supplemtal Medicaid paymerMs
made o certain eligible hospitals for inpatierd and outpatient services
based on state and federal guidelines.

43) Weighted low-income days — low-income days that are adjusted based on
the population of the MSA or PMSA in which a hospita{ is located.

44) Weighted Medicaid days — Medicaid days that are adjusted based on the
population of the MSA or PMSA in which a hospital is located.

c) Qualification. For each OSH program year, in addition to meeting the eligibility
requirements, applicarits must meet at least one of the foilowing qualification
criteria, which are determined using information from a hospital's application.
the annual hospital survey, or from HHSCs Medicaid contractors, as spec'rfied
by HHSC:

1} Medicaid inpatient utilization rate. A hospital's inpatient utilization rate is
calcutated by dividing the hospital's Medicaid +npatient days by its total
inpatient census days for the DSH data year.

A) Rural hospitaf: A rural hospital must have a Medicaid inpatient
utilizatbn rate greaterthan the mean Medicaid inpatient utilization
rate for afl Medicaid hospitals.

B) Urban hospftal: An urban trospital must have a Medicaid inpatient
uti{ization rate that is at least one standard deviation above tfie mean
Medicaid inpatient utilization rate for ail Medicaid hospitals.

2) Low-income utilization rate. A hospital must have a low-income utilization
rate greater than 25 percent.

A) The low-income utilization rate is the sum (expressed as a
percentage) of the fractions calculated in (i) and (ii) of this
subparagraph:

T 13 2011
IIy:  0 (0 2. APproval Date:  Effective Date: / 0 - uf '! o

suaes'rta: oq- a 3



State of Texas

Appendix 1 to Attachment 4.19-A
Page 8

Disproportionate Share Hospital (DSH) Reimbursement Methodology (continued)

Qualiflcation (continued)

i) The sum of the total Medicaid inpaUent hospital payments and
the total state and local revenue paid to the hospital for inpatient
care in the DSH data year, divided by a hospitai's gross
inpatient revenue muttiplied by the hospftal's ratio of cost-to-
charges (inpatient only} for the same period: (Total Medicaid
Inpatient Hospita Payments + Total State and Local
Revenueu(Gross Inpatient Revenue x Ratio of Costs to
Charges).

ii) Inpatient charity charges in the DSH data year minus the
amourrt of payments for inpatient hospftal services received
directly from state and Iocal govemments, excluding all
Medicaid paymeMs, in the DSH data year, divided by the gross
inpatient revenue in the same period: (Total inpatient Charity
Charges - Total State and Local PaymentsGross inpatient
Revenue.

iii) If a hospftal fails to allocate state and locat tax revenue between
the inpatient and outpatient revenue, HHSC wili make the
propoRional albcation using data contained in the latest
availabie Medicaid cost report(s) or Medicaid cost report for the
DSH data year.

B) HHSC will detertnine the ratio of cost-to-charges (inpatierrt only) by
using informatian from the appropriate worksheets of each hospital's
Medicaid cost report or repoRs that correspond to the DSH data year.
in the absence of a Medicaid cost report for that period, HHSC will
use the latest available submitted Medicaid cost report or reports.

3) Total Medicaid inpatient days.

A} A hospital must have Medicaid inpatierrt days at least one standarc!
deviation above the mean Medicaid inpatient days for ail hospitais
participating in the Medicaid program, except:

ro-  z Approval Date: T 1 Y 2 Effec[ive Date: / OCt' IC

sperseaes TN: 04 -.33



State of Texes

Appendix 1 to Attachment 4.19-A
Page 9

Dlspropotionate 3hare Hospital (DSH) Reimbursement Methodology (continued)

QualHication (condnued)

B) A hospPtal in an urban oounty with a population of 250,000 persons or
fewer, according to the most recent decennial census, must have
Medicaid inpatient days at least 70 percent of the sum oi the mean
Mediceid inpatient days fur hospitals in this subset pus one standard
deviation above that mean.

C) Days for duaily eligi6le patients are not included in the calculation of
total Medicaid irtpatient days under this paragraph.

4) Children's hospitals. Children's hospitals that do not otherwise qualify as
dispropoRionate share hospitals will be deemed dispropoRionate share
hospitals.

5) Merged hospitals. HHSC will aggregate the data used to detertnine
qualcation under this subsection from the merged hospitals to detertnine
whether the single Medicaid provider that resuRs from the merger qualifies
as a Medicaid disproportionate share hospital.

d) Conditions of participation. Each hospital wiil certify during the application
process that, as of the date of the ceAcatian, it meets and will continue to
meet during the DSH program year the foliowing condftions of participation:

t  Two-physician requirement. A hospital must have at least two licensed
physicians (dactor af inedicine or osteopathy) who have hospital staff
privileges and who have agreed to provide non-emergency obstetrical
services to individuals who are entitled ta medical assistance for such

services. The two physician requirement does not apply to a children's
hospital o to a hospital that was operatlng but did not offer non-
emergency obstetrical services as of December 22, 1987.

2) Medicaid inpatient utilization rste. Each hospftal must have a Medicaid
inpatient utilization rafe of at least one percent. A hospital's inpatient
utilization rate is calculated by dividing the hospital's Medicaid inpatient
days by its total inpatient census days.

State of Texas

T'N: 1 O°(o 'L Approval Date: (it_T 18Q{ 8ffective Date: ( 0 - t? (/ 6

Supersedes TN: G4 -3.3



Appendix 1 to Attachment 4.19-A
Page 10

Diaproportionate 3hare Hospttal (DSH) Relmbursemerrt Methodology (continued)

Conditions of participation (continued)

3) Compliance with audit requirements. A hospital must agree to compiy with
the audft requirements described in (h).

e} Calculating a hospital-specific limit. HHSC annuaAy wiq determine the interim
hospital-speciFic limit for each hospital applying for DSH funds in compliance
with (ex1) -(3). HHSC will also determine the final hospital-specific limit in
@H4)

1) HHSC wiil calculate a hospitai's interim hospitahspecc Iimit by adding the
hospita4's net uninsured costs and its Medicaid shoRfall, both adjusted for
irifiation.

2) HHSC will determine the individual components of the hospital-specific
limit as foilows:

A) Uninsured costs.

i) Each hospital wiil report in its DSH application its inpatient and
outpatieM charges incurred for services to uninsured patients
admiMed during the DSH data year.

ii) Each hospital wlll report in its DSH application ail payments
received for services to uninsured patients admitted dunng the
DSH data year.

I) For purposes of this rule, a payment received is any
payment from an uninsured patient or from a third party
other than an insurer) on the patienYs behalf, including
paymeMS received for emergency health services
fumished to undocumented aliens under section 1011 of
the Medicare Prescription Drug, Improvement, and
Modemization Act of 2003, Pub. L. No. 108-773, except;

ocr i a 20,
iT1: _/ 0'!o Z Approvl Date: Effective Date: / 0- c I O

SupetaedeaTN: 9-33



State of Texas

Appendix 1 to Attachment 4.19-A
Page 11

Disproportionate Share HospiWl (DSH) Reimbursement Methodology (eontinued)

Conditions of particlpatlon (continued)

II) State and local payments to hospitals for indigent care are
not included as payments made by or on behalf of
uninsured patients.

iii) HNSC wiil convert uninsured charges to uninsured costs using
the ratio of cost-to-charges (inpatient arxi outpatient) as
calculated in (ex3).

iv) HHSC will subtract all payments received under (ii) from the
uninsured costs under clause (iii), resu{ting in net uninsured
costs.

8) Medicaid shortfall.

i) HHSC witl request from its Medicaid contractors the inpatient
arid outpatient Medicaid charge and paymerrt data for claims
adjudicated during the DSH data year for ali active Medicaid
participating hospitals. There are circumstances, induding the
fofbwing, in which HHSC wili request modfications to the
adJudicated data.

I) HHSC will include as appropriate:

a-) Charges and payments associated with the care of
dually eligible patients, including Medicare charges and
payments; and

b-) Charges for claims or portions of claims that were not
paid because they exceeded the spellf-illness
limitation.

II) HHSC will exclude:

rrr: 1DbZ Approval Date: OCT I= ZO1I Effective Date: O - c(`!O

Supersedes TTI: 



State of Texas
Appendix 1 to Attachment 4.19-A

Page 12

Disproportionate Share HospMal (DSH) Refmbursement Methodology (conHnuad)
Calculating a hospita!-specific limit (coMinued)

a-) Charges associated with services not covered by
Medicaid as well as charges associated with claims
from the Children's Heafth Insurance Program or the
Women's Health Program; and

b-) Charges associated with claims submitted after the 95-
day filing deadline.

ii) HHSC will review the information for accuracy and make
additional adjustments as necessary.

iii) HHSC wUl convert the Medicaid charges to Medicaid costs
using the ratio o{ cost-to-charges (inpatient and outpatient) as
caulated under (e)(3).

iv) HHSC will subtract each hospital's Medicaid payments,
induding cost report settlements, supplementai payments
including upper payment limit payments) and graduate medical
education payments, from its Medicaid costs.

v) if a hospitai's payments are less than its costs, the hospital has
a posrtive Medicaid shortfall. If a hospital's payments are greater
than its costs, the hospital has a negative Medicaid shortfall. A
negative Medicaid shortfail will still be used in the calculation in
e?( )-

vi) If, subsequent to the DSH data year, the inpatient hospital
reimbursement rebasing significanUy impacts the accuracy oi
the Medicaid shortfail, HHSC will apply an adjustment factor to
Medicaid inpatient payment data.

C) Inflation adjustment.

1'N:  a to Z Approval Date: , T 1 a 2 Effective Date: 1 p- p - p

SupersedesTN: ( 39' 33



SEate of Texas
Appendix 1 to Attachmet4.19-A

Page 13

Dispoportionate Share Haspital (DSH) ReimbursemetMethodology (continued)
Calculatfng a hospital-specific tlmit {continued)

i) HHSC will trend each hospital's hospital-specific limit using the
inflation update factor from (b)(14).

ii) HHSC will use the inflaHon update factors for the penod
beginning at tle midpoint of each DSH d2ta year to the midpoint
of the DSH program year.

iii) HHSC will multiply each hospital's sum of the net uninsured
costs and Medicaid shortfall by the inflation update factor to
obtain its interim hospital-speciflc limit.

3) Ratio of cost-to-charges. HHSC will calculate the ratio of cost-to-charges
used in setting hospitat-specific limits in confortniry with the following
conditions and procedures:

A) HHSC will convert to cost the portion of the total Medicaid charges
related to adjudicated claims that are allocated to the various cost
centers ot the hospital. The ratio is derived by allocating atlowable
charges to each cost center.

B) HHSC will calculate the ratio of cost-to-charges for the respective
cost centers using infortnation from the appropriate worksheets of the
hospital's Medicaid cost repoR or reports corresponding to the DSH
data year. In the absence of a Medicaid cost report forthat period,
HHSC wili use ihe latest available submitted Medicaid cost report or
reports.

C) HHSC will exclude those costs and charges for nonhospita! services
such as ambulance, rurat health clinics, primary home care, home
health agencies, hospice, and skilled nursing facilities.

4) Final hospital-specific limit.

fN: _(n2_ Approval Uate: OCT 1 Y 20 
F17ective Date:Q...-_C:l-! 

SuperseJes P.V- O  ..._



State of Texas

Appendix 4 to Attachment 4.19-A
Page 14

Disproportionata Share Hospital (DSH) Reimbursement Methodology (continued)
Calculating a hospital-specific limit (continued)

A) HHSC will caulate the individual components of a hospital's final
hospital-specfic limit using the calculation set out in (e)(2) and (3j,
except that HHSC wia use the hospitaPs actual costs incured and
payments received during the DSH program year.

B) The flnal hospital-specific limit will be used in the audit conducted
under subsection (h) of this secdon.

f) Distribution of avaitable DSH funds. Before the start of each DSH program
year, CMS publishes tle Federal DSH allotment for each state. Based o
CMS's DSH albtment for Texas, HHSC valJates and distributes the entire
aitotment to eligible quaGiying DSH hospftals during the DSH program year.
HHSC will distribute the avaiiabie DSH funds among such hospitals using the
following priorities:

1) State-owned teaching hospitals and state chest hospitais. HHSC will
reimburse state-0wned teaching hospitals and state chest hospitals an
amount equal to their interfm hospital-specific limits.

2) IMDs.

A) Limits. Aggregate payments made to IMD facilities statewide are
subject to federally mandated reimbursement limits.

B) State IMDs. HHSC wiA reimburse a state-owned or state-operated
IMD a prorated share based on the amount oT each state IMD's
interim hospital-specficlimit.

C) Non-state 1MDs. A non-state IMD is reimbursed as other non-state
hospitals.

D) Amount. A non-state IMD that satisfies the SH requirements and
provides inpatient psychiafic services receives up to 100 percent of
its interim hospital-specific limit within available DSH funds. If
sufficient DSH funds are not available to fully fund interim FwspRal-
specc limfts, each hospitaPs fonding is adjusted pro rata within the
DSH funds available under federal law as described in (A).

ocT i a zo»
TN: 10 2 Approval Dare: Effective Date: _(p_.._ojQ

Supascda 7N: 09 - 3_



State of Texas
Appendix 1 to Attachment 4.19-A

Page 15

Disproportlmate Share Hospitai (DSH) Reimbursemeni Methodology (contlnued)
Calculating a hospital-speclflc Ilm[t (continued)

3) Other non-state hospitals. HHSC will distribute any remaining DSH tunds
to other qualifying hospitals. HHSC will disfibute the remaining funds to
the other non-state hospitals based on their individual interim hospital-
speciflc limits and the weighting factors assigned each type of qualifying
hospital in section (f)(4).

4) Weighting factors. All MSA population data that are used to determine the
weighting factors are from the most recent decennial census.

A) Children's hospitals are weighted at 1.25 because of the special
nature of the services they provide.

B) Hospitals with more than 250 licensed beds, associated with hospital
districts in the state's largest MSAs, wili receive weights based
proportlonally on the MSA popuiation. The specific weights for these
hospitals are as follows:

i) MSAs with populations greater than or equai to 121,000 and
less than 300,00 are weighted at 2.5.

ii) MSAs with populations greater than or equal to 300,000 and
less than 1,000,000 are weighted at 2.75.

iii) MSAs with popuiations greater than or equal to 1,000,600 and
less than 3,000,000 are weighted at 3.0.

iv) MSAs with populations greater than or equal to 3,000,000 are
weighted at 3.5.

C) The weighting factor for all other hospitals is 1.6.
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Disproportionate Share HosEdtal (DSF!) Reimbursement Methodology (corrdnued)
Distribution of avaiiable DSH funds (continued)

D) HHSC may change the weights as needed in the DSH program to
address changes in program size.

5) Alloca6on of DSH funds to non-state urban and rural hospitals.

A) HHSC will divide the amount detertnined in ((3) into two parts:

i) One-half of the funds will reimburse each qualifying hospital by
its peroent of the Fotal inpa6ent Medicaid days.

ii) One-haff of the funds wiil reimburse each quatifying hospRai by
its perceM of low income days.

B) After applying (A}, HHSC will test to detertnine whether qualifying
hospitals in rural aeas will receive 5.5 percent or more of the funds
detertninad in (fx3).

i) If hospitals in rural areas receive at least 5.5 percent of the
funds, HHSC wiil reimburse Uiem as calculated in (A} of this
section.

ii) If hospitals in rural areas wili not receive at least 5.5 percent of
the funds, HHSC will ailocate 5.5 percent of the funds in ((3)
for reimbursement of such hospitais. After the realiocation of
funds to meet the 5.5 percent test, HHSC will detertnine
payment amounts to each urban and rurai hospitai, as
described in (A).

6) DSH distribution methodoiogy for non-state hospitals.

A) HHSC wilt calculate the number of weighted total Medicaid inpatient
days and weighted low-income days for each qualifying hospital as
described in (4).
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Disproportlonate Share Hospital (DSH) Reimbursement Methodology (continued)
DisMbutlon of available DSH funds (continued)

8) Using the resufts obtained under (A), HHSC will calculate each
qualifying hospital's annual DSH payment based on the following
formula:

1/2 x available DSN funds) x[(hospitai'sMedicaid days x
weight(total weighted Medicaid days)])

1!2 x avaliable DSH funds) x[{hospitai'slow income days x
weight(total weighted low incoma days)]))

C} HHSC will compare the projected payment for each qualifying
hospital with its (nterim hospital-specific limit. If the hospftal's
projected payment is greater than its interim hospita{-specific limit,
HHSC will reduce the hospital's payment to its interim hospital-
specific limit

D) If there are funds remaining out of the total available DSH fuds
because some hospitais have had their DSH payments reduced to
their iMerim hospital-specfic limits, HHSC will distribute the excess
funds to qualifying hospitals that had projected payments below their
interim hospital-specific limits as folbws. HHSC will:

t) Calculate the difference berivesn a hospital's interim hospital-
specific limit and its prvjected D5H payment;

ii) Add all of the differences from (i);

iii) Calculate a ratio for each hospital by dividing the difference from
i) by the sum from (ii); and

iv) Multiply the ratio from (iii) by the remaining available DSH funds.

TN: (j Z Approval Date: T 1 ZO 
Effective Date: / D - C('! 

Supersedes TN: d9 -33



State of Texas
Appendix 1 to Attachment 4.19-A

Page 18

Disproportionate Share Hospital DSN) Reimbu!sement Methodology (continued)
DistrlbuUon of availabla DSH funds {condnued)

7) Realbcatlng funds if a hospital closes, loses its license or eligibility. If a
hospital that is receiving OSH funds closes, bses its license, or loses its
Medicare or Medicaid eligibility during a OSH program year, HHSC will
realbcate that hospital's disproportionate share funds going fonvard
among all DSH providers that are eligibte for additional payments.

8) Hospital Iocated in a federal natural disaster area. If a hospital is bcated
in a county that is dlared a federal natural disaster area, it may request
that the state use the hospital's data from the most recent years prlor to
the natural disaster to meet the state's disproportionate share hospital
quallfiration criteria and conditions of participation for the current DSH
program. Data used to calcuiate the hospital's qualification and payment
limitations set foRh in sect(orts 1923(d3) and 1923(g) o( the Social
Security Act must come from the same years data as would othenvise be
used to caCUlate payments for the curcent DSH program year.

g) Recovery of DSH funds. Notwithstanding any other provisio of this section,
HHSC will recoup any overpayment of DSH funds made to a hospital, including
an overpayment that resuits trom HHSC eror or that is identified in an audit.
These funds will be redistributecf proportionately to DSH providers that are
eligible for addftional payments.

h) Audit process.

1) Indpendent certiffed audit. HHSC is required by the Social Security Act to
anrwally complete an independent certed audR of each hospital
participating in tha DSH program in Texas. Audits wiN comply with all
app(icable federai {aw and directives, inGuding the Act, the Omnibus
Budget and Reconciliation Act of 1993 (OBRA '93), the Medicare
Prescription Drug, improvement and Modernization Act of 2003 (MMA),
pertinent federai rules, and any amendments to such provisions.

A) Each audit report will contain the verifications set forth in 42 CFR
455.304(d).
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Disproportionate Share Hospital (DSN} Reimbursement Methodology
continuedj

Audit process (continued)

B) The sources of data utilized by HHSC, the hospitals, and the
independent auditors to complete the DSH audit and report inciude:

i)

i+)

The Medicaid cost report;

Medicaid Management Infortnatfon System data; and

iii) Hospital flnancial statements and other auditable hospital
accounting records.

C) A hospital must provide NHSC or the independent auditor wfth the
necessary information in the time specified by HHSC or the
independent auditor. A complete detailed ifsting of ail information
required by the independent aucfitor is avaitable on the HHSC's
intemet website.

D) A hospital that fails to provide requested information or to otherwise
comply with the independent certified audit requirements may be
subject to a withholding of Medicaid disproportionate share payments
or other appropriate sanctions.

E) HHSC wiil recoup anyoverpayment of DSH funds made to a hospital
that is idented in the independent certified audit and will redistribute
the recouped funds proportionately to DSH providers that are eligible
for additional payments subject to their final hospital-specific iimits.

2) HHSC may conduct or require additional audits.
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