DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

1301 Young Street, Room 833

Dallas, Texas 75202 CENTERS for MEDICARE & MEDICAID SERVICES

Division of Medicaid & Children’s Health, Region VI

October 20, 2011
Our Reference: SPA TX 11-043

Mr. Billy Millwee

Associate Commissioner for Medicaid & CHIP
Health and Human Services Commission

Post Office Box 13247

Mail Code: H100

Austin, Texas 78711

Dear Mr. Millwee:

We have reviewed the State’s proposed amendment to the Texas State Plan submitted under
Transmittal Number 11-043, dated July 25, 2011. This state plan amendment revises the
reimbursement methodology for rehabilitative services for persons with chronic mental illness by
removing the annual settlement process and establishing a prospective and uniform statewide
reimbursement rate by type of service.

Based on the information submitted, we have approved the amendment for incorporation into the
official Texas State Plan with an effective date change of September 1, 2011. A copy of the
CMS-179 and the approved plan pages are enclosed with this letter.
If you have any questions, please contact Cheryl Rupley at (214) 767-6278.

Sincerely,

/s/

Bill Brooks
Associate Regional Administrator

Enclosures
cc: Emily Zalkovsky, Policy Development Support
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27.Mental Health Rehabilitative Services

(a) Reimbursement for rehabilitative services for individuals with chronic mental
illness is subject to the specifications, conditions, and limitations required by the
Health and Human Services Commission (HHSC). Providers are reimbursed
based on a unit of service defined as 15 continuous minutes for crisis
intervention services, medication training and support, psychosocial rehabilitative
services, and skills training and development and 45-60 continuous minutes for
day programs for acute needs that is prospective and uniform statewide.

(b) The prospective and uniform statewide reimbursement rates will be determined
by summing the total agency expenditures for each type of rehabilitative service
for the most recent cost-reported fiscal year and dividing by the total number of
units of each type of service provided during that fiscal year. The following
provider costs will be collected for use as a basis for updating reimbursement
rates:

(1) Inclusion of certain reported expenses. Providers must ensure that all
requested costs are included in the cost reporting system.

(2) Several different kinds of data are collected. The collected data will include
the number of units of service provided. The cost data include direct costs,
programmatic indirect costs, and general and administrative costs including
salaries, benefits, and non-labor costs. Programmatic indirect costs include
salaries, benefits and other costs of this rehabilitative services program that
are indirectly related to the delivery of rehabilitative services to clients.
General and administrative overhead costs include the salaries, benefits and
other costs that, while not directly part of the rehabilitative services program,
constitute costs that support the operations of the rehabilitative services
program.

(3) Providers must eliminate unallowable expenses from the cost report.
Unallowable expenses included in the cost report are omitted from the cost
report database and appropriate adjustments are made to expenses and
other information reported by providers. The purpose is to ensure that the
database reflects costs and other information which are consistent with
efficiency, economy, and quality of care; are necessary for the provision of
covered rehabilitative services; and are consistent with federal and state
Medicaid regulations. If there is doubt as to the accuracy or allowableness of
a significant part of the information reported, individual cost reports may be
eliminated from the database.
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27.Mental Health Rehabilitative Services (continued)

(4) Total costs are projected from the historical reporting period to the
prospective rate period. Cost projections adjust the allowable historical costs
for significant changes in cost related conditions anticipated to occur between
the historical cost period and the prospective rate period. Significant
conditions include, but are not necessarily limited to, wage and price inflation
or deflation, changes in program utilization and efficiency, modification of
federal or state regulations and statutes. The Personal Consumption
Expenditures (PCE) Chain-Type Index, which is based on data from the US

Department of Commerce, is the most general measure of inflation is used to
project costs.

(c) The reimbursement for services effective September 1, 2010 through January
31, 2011 will be equal to the reimbursement on August 31, 2010, less one
percent.

(d) The reimbursement for services effective February 1, 2011 will be equal to the
reimbursement on August 31, 2010, less two percent.

(e) The agency's fee schedule was revised with new fees effective for services on or
after February 1, 2011. The fee schedule was posted by April 8, 2011.
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