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RE: TN 09-33

Dear Mr. Millwee:

u - s 2011

We have reviewed the proposed amendment to Attachment 4.19-Aof your Medicaid State plan
submitted under transmittal number ( 1'N) 09-33. This amendment codifies existing
administrative practices and modifies language to reflect changes required by the CM5 final rule,
Meflicaid Program; DispropoRionate Shaze Hospital Payments (CMS-2198-F) published in the
December 19, 2008 Federal Register (73 Fed. Reg. 77904).

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
implementing Federal regularions at 42 CFR 447 Subpart C. As patt of the review process the
State was asked to provide information regarding funding of the Siste share of expenditures
under Attachment 4.19-A. Based upon your assurances, Medicaid State plan amendment 09-33
is approved effective September 1, 2009. We are enclosing the HCFA-179 and the amended plan
pages.

If you have any questions, please ca115andra Dasheiff, CPA at (214) 767-6490.

Sincerely,

'--
OCindy Mann

Director

Center for Medicaid, CHIP, and Survey & Certificarion
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State of Texas
Appendix 1 to Attachment 4.19-A

Page 1

Disproportionate Share Hospital (DSH) Retmburaement Meodology

a) Introduction. Haspitals participating in the Texas Medical Assistance (Medicaid)
program that meet the coitions of participaGon and that serve a
disproportionate share of bw-income patients ae elipible {or additional
reimbursement from the disproportionate share hospkal (D5H) fund. HHSC will
establish each hospltal'se&gility for and amount of reimbursement.

b) Definitions. For the putposes of this secdon, the fallowing words and terms
have the following meanings unless the context Gearly indicates otherwise.

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

2) Available DSH tunds — The annual federal DSH a0otrnent of funds that
may be reimbursed to all DSH-eligible providers.

3) Charity care — The unreimbursed cost to a hospital of providing, funding,
or otherwisef+nanciaUy supporting heatth care services on an inpatient or
outpatient basis  indigent individuals, ekher directly or through other
nonprofit or pubNc oufpatlent clinics, hospaals, or heatth care
organizations. A hospital must set ihe inoome Ieve1 for eligibility for charity
care cansistent with the criteria estebfished in §391.031, Texas Health and
Safety Code.

4) Charity chargea - Total amount of hospital chares r inpatient and
outpatient services attrfbuted to charity care in a DSH data year. These
charges do not indude bad debt charges, contracual allowances, or
discounts given to other legally liable thirdarty payers.

5) DSH data year-A hnrelve-month period from which HHSC will compile
data to determine DSH program qualification and payment.

6) DSH program year - The twelvmonth period beginning October 1 and
ending September 30. This corresponds with the Medicaid state plan rate
year.

TN _ 
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State of Texas

Append'a 1 to Attachment 4.19-A
Page 2

Disproportionate 3hare Hospifal (D8H) Reimbusament Alatiwdoiogy (continued)
Definitions (corrtinued)

7) Dually eligibls patierrt — A patient who is simuNaneously eligibie for
Medicare and Medicaid.

HP-SPB t — The maxwnum amount a hoepitai may receive in a
DSH program year, based on costs srisinp from individuals receiving
hospital services who are Medicsid eliglble or uninsured, not costs arising
from individuais who have third-perty coverage.

A) An interim hoapita{-specific timit wiN be trended forward to the DSH
program year using an inflation update fador to account for irflation
since ihe OSH data year.

B) A final hospital-specific limit will be calculated using aclual DSH
program year cost and payment data.

9) Indeperuient certii audit — An audit that is nducfed by an auditor that
operateg indaperidatqy irom the Medicaid aflency and the audited
hospitais and that is eligible to perform fhe DSH audR required by CMS.

10) Indipenl individuai — M individual ciasaified by a hospital as eligible for
charfry care.

11) Inflation update ctor — Cost-of-living index based an the anrwal Center
for Medicare and Medacaid Services' (CMS} Prospective Payment System
Hospitat Market 8asket Index.

12) Inpatiant day — Each day that an individual  a inpatient in the hospitat,
whether or not 1he 'vdfirklual is in a specialized wsrd 8nd whether or not
the individual remains in the Ewspital for lack of suifable plaCement
elsewhere. The term inGudes observation days, rehabUdat days,
psychiatric days, and newbarn days. The term does not include swing bed
days or skilled nursing facility days.

TT1 q 33 ApprovalDate  
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State of Texas

Appendix 1 to AttacMment 4.19.A
Page 3

DisFuopatinnata Hhare Hospital (DSH Reimtursement 1Aethodology (contlnued)
Dsfinitions (continued)

13) Inpatient revenue--Amount of gross inpatieni revenue (charges) derived
from t#e most recent completed Medicaid cost repat or reports related to
the applicable DSH data year. Gross inpaent revenue exciudes revenue
reiated to the pra4easional services of hosp'dal-besed physiciaas, swing
bed facilfties, aked nursing taalities, iMerrnedlale care faCities, other
nonhospital revenue, arut revenue not idertfied by the hospital.

14) Low-income days — Number of inpatient days atlributed to indigent
patien.

15) Low-income uWi3ation rate — A DSH quatfiqion criterion calculated as
descred 1n subsection (cx2) of this section.

16) Mean Medicaid inpatient utilization ra — The average of all active
Medkaid hospitals' Med'uaid inpatient uUlization rates.

17) Medicajd cost roport— Hospital and Hospitai Heatth Care Complex Cost
Report (Form CMS 2552), also known as fhe Medicare cost report.

18) Medicaid inpatient util¢adon rate — A DSH quification criterion calculated
as described in subsecdon (c)(1) of this section.

19) Medicaid shortfall — 7he unreimbursed cost of Medicaid inpatient and
outpatient hospltal servlces fumished to Medicald patnts.

20y Medicaid State plan rate year — 7he twelvemonth period corresponding to
the DSH proyram year.

21 } MSA — Metropoliten Statistical Area as defined by the United States Office
of Management and Budysl. MSAs with populations greater than or equal
to 121,Q00, accordig to the most recent decennial census, are
considered "the laryest MSAs."

22) Obstetrical services— The medical care of a woman during pregnancy,
delivery, and the post-partum period provided at the hospitel Ifsted on the
DSH application.

TN ` Approval Date ur - s 2011 Effective Date  — O (' Oq
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5tate of Texas

Appendix 1 to Attachment 4.19-A
Page 4

Disproportionale Share HospiffiI (DSH Reimbursement Methodology (continued)

Definitions (continued)

23) Outpatient charges - Amount of gross outpatient charges (revenue)
related to the applicable D5H data year and used in the calculation of the
Medicaid shortfall.

24) Ratio of cost-to-charges (inpatient only} -A cost center ratio that covers all
applicabie hospital costs and charges relating to inpatient care. This ratio
does not distinguish between payer types such as Medicare, Medicaid, or
private pay.

25) Ratio of cost-o-charges (inpatient and outpatient) - A Medicaid cost
report-derived cost center ratio that covers all applicable hospital costs
and charges relating to patient care, inpatient and outpatient. This ratio
does not disdnguish between payer types such as Medicare, Medicaid, or
private pay.

26) Rural area - Area outside an MSA or a PMSA.

27) Third-party coverage - Creditable insurance coverage consistentwith the
definitions in 45 Code of Federal Regulations (CFR) Parts 144 and 146, or
coverage based on a legally liable third-party payer.

28) Total Medicaid inpatient days - Total number of inpatient days based on
adjudicated claime data for covered services for state fiscal year 2008 for
DSH programyr2010. Beginning with DSH program year 2011, the
relevant DSH date year will be used for Medicaid-eligible patients.

A) The term includes:

i) Medicaid-eligible days of care adjudicated by managed care
organizations;

ii) days that were denied payment for spell-of-illness imitations;

iii) days attributable to individuals eligible for Medicaid in other
states, including dually eligible patients;

iv)

v)

days with adjudicated dates during the period; and

days tor dualy eligible patients.

rr Oq - 33 Approval Date ura - s 2011 Effective Dau Q 'Ol ÒQ
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State of Texas
Appendix 1 to Attachment 4.19-A

Disproportionate Share Hospital (DSH) Reimbursement Methodol
Page 5

ogy (continued)

Definitions (continued)

B) The tertn excludes:

i) days attributable to Medicaid patients between the ages of 21
and 65 in an IMD; and

ii) days denied for late filing and other reasons.

29) Total Medicaid inpatient hospital payments — Total amount of Medicaid
funds that a hospital received for adjudicated claims for inpatient services
during the DSH data year. The term includes payments that the hospitalreceived:

A) for inpatient services from managed care organizations; and

B} for patients eligible for Medicaid in other sfates.

30) Totaf state and loql revenue — Total amount of state and local payments
that a hospital received for inpatient care during the DSH data year. The
term includes payments under state and local programs that are funded
entirely with state general revenue funds and state or local tax funds, such
as County Ind'gent Health Care, Children with Special HeaIM Care Needs,
Kidney Health Care, and certain Children's Health Insurance Program
CHIP) payments. The term excludes payment sources that contain
federal dollars such as Medicaid payments, Children's Health Insurance
Program (CHIP) payments funded under Title XXI of the Social Security
Act, Substance Abuse and Mental Health Services Administration, Ryan
White Title I, Ryan White Title II, Ryan White Title III, and contractual
discounts and allowances related to TRICARE, Medicare, and Medicaid.

31) Uninsured cost — The cost to a hospital of providing inpatient and
outpatient hospital services as defined by the Centers for Medicare and
Medicaid Services.

TN '33 ApprovalDate ur - s 2011
EffectiveDate 09 "09
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State of Texas

Appendix 1 to Attachment 4.19-A
Page 6

DispropoRionate Share Hospital (DSH) Reimbrsement Methodology (continued)

Definitions (continued)

32) Uninsured patient -An individual who has no health insurance or other
source ofthird-party coverage.

33) Upper Payment Limit {UPL) program - Supplemental Medicaid payments
made to cerfain elipible hospitals for inpatient and outpatient services
based on State and Federal guidelines.

34) Urban area - Area inside an MSA or PMSA.

35) Weighted low-income days - Low-income dayc that ar+e adjusted based on
the popula6on of the MSA or PMSA in which a hospital is bcated.

36) Weighted Medica! days - Medicaid days that are adjusd based an the
population of the MSA or PMSA in which a fiospital is located.

c) Qualification. For each DSH program year, in addition to meeting the eligibility
requirements, appiicants must meet at least one of the folbwing qualfication
criteria, which are detertnined using information from a hospitaPs applicadon,
the annual hospital survey conducted under Chapter 311, Heakh and Safely
Code, or from tiHSC's Medicaid contractors, as ecitied by HHSC:

1) Medicaid inpatieflt u6Gxation rate. A hospital's inpatient utilization rate is
calculated by d'widing the hospital's Medicaid inpatient days by its total
inpatient census days for the DSH data year.

A) Rurel hospital: A rural hospital must have a Medicaid inpatient
utrization rate groater than the mean Medicaid inpatient utilization
rate for alt Medicaid hospitals.

B) Urban hospital: An urban hospital muat have a Medicaid inpatient
utilization rate that is at least one standard deviation above the mean
Medicaid inpatient utilization rate for all Medicaid hospitals.

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

TN 44 -3 3 Approval Date JUN - 6 2011 Effective Date  Q-p 1 O 9



State of Texas

Appendix 1 to Attachment 4.19-A
Page 7

Disproportionate Share Hospital (DSH) Reimbursement Methodology (continued)

Qualification (continued)

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

i) The sum of the total Medicaid inpatien! hospital payments and
the total state and local revenue paid to the hospital for inpatient
care in the DSH data year, divided by a hocpital's gross
inpatient revenue multiplied by the hospital's ratio of cost-ta
charges (inpatient only) for fhe sarne period: (Medicaid Inpatient
Hospal Payments + Tot State and Loca1 Revenue)/(Gross
Inpatient Revenue x Ratio of Cos1s to Charges).

ii) Inpatient charity charges in the DSH data year minus the
amount of payments for inpatienf hospital services received
directly from state and local govemments, excluding all
Medicaid peyments, in the DSH data year, divided by the gross
inpatient revenue in the same period: (Total Inpatient Charity
Charges - Total State and Local Payments)/Gross Inpatient
Revenue.

B) HHSC wiq defermine the ratio of cost-to-charges (inpatient only) by
using information 4rom the appropriale worksheets of each hospital's
Medicaid cost report or reports that correspond to the DSH data year.
In the abserxe of a Medicaid cost reQort for that period, HHSC will
use the latest avalable subrrdtted Medicaid cost report or reports.

3) Medicaid inpatient days.

A) A hospital must have Medicaid inpatient days at least one standard
deviation above the mean Aedicaid inpatient days for ali hospitals
participating in the Medicaid program, except;

B) A hospital in an urban county 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 of the mean
Medicaid inpatient days for hospitals in this subset plus one standard
devia6on above that mean.

IN g Approvaf Date JUN ' 6 201 Effxtieosu Q 'O+'Oq
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S'taEe of Texas
Append6c 1 to Aiidlment 4.19-A

Page 8

Disproportionate Share Hospital (DSH) Reimbursamsnt Wttwdobgy (continued)

Qualification (continued)

d) Chlkiren'shospifela. Chpdren's hoepitals fht do not atherwlsa qualiy as
disproportiona stfare hospifals Mril) be deemed disprtpwtionate share
hospitels.

5) Merged hospals. HHSC will apyrepate the data wed to detertnine
qualfficatlon undar Uus aubsectlon from the meryed hospitais to datartnine
wheSher Me aingte IlAedicaid provider that ruMs irom 1he merger qualifies
as a Medicaid disptoportionate share hpital.

d) Condiqons of parapation. HHSC wiW require e4ch hoipifal to certify during the
application process that, as of the date of the ce'tication, it msets and will
caue to meet du the DSH proqram year the following canditions of
Psr3iciPation:

1) Two-physirdan roquirement A hogpital must Iive at least two bcensed
PhYsia (doctat of inedicine w ostec>ptihyj who have hospBal staff
privepes and who have agreed to provkte reaergency absfetrical
servicss ta inciivicals who are entitled to medical assistance for such
sarvioes. The two-physician requirement daes noi apply to a chGdren's
hosP a' tfl s hoapita that was operatlng laut did not ofler nonnergency
obstetrical services as ot December 22, 1987.

2) Medicaid inpatient utaation rate. Each hospitai must have a Medicaid
inpatknt utilizaon rate of at least or percent. A hopitaPs inpatient
Wilization rate is clculaed by dividirtg thelspitaPS Mecaid ipatient
days by its total inpaUeM census days.

3) Conlptiance wi audit requrcements. A haspital must agree to omply with
the audft requirenents descred in subsec8on (h) of this aedian.

e) Calculating a hosfal-speci6c timd, Uaing infpmation from eaCh hospifal's DSH
application and HHSC's Medicaid contrados, HHSC annuaqy wl deAermine
the interim hospital-spacific limk for each hospital applying for DSH funds in
compliance with paraprephs (1) -(3) of this suasecbon. F{ySC wiN also
determine ihe finai hospltal-specific limit in compNenoe with paragraph (4) of
this subsection (e).

Approval Date  - s 2011 Effective Date - O 1"Oq
M  



Sfwbs of Texas

Appendix 1 to Attacfunent4.19-A
Page 9

Dfsproportianate Share Hospil (D,SH) Reimbursement Mnhodology (corrtinue

Cdaladng a hospkal specific limk (coMinued)

1) HHSC wiN calculate a bospitafs interim hospiffi1-speci(ic6mit by adding the
trospitaPs ret unksured csts and its Medicaid shoAfall, both adjusted for
inflation.

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

A) Uninsured costs.

i) Each hospital wiN report in its DSH aqpUoaation its inpatient and
outpatie eharges incumed for servioes to uninsured patients
admitled duting the DSH data year.

ii) Eacfi ho4pital will report in its DSFI app4ca6on all payments
received for senices to uninsured paGenffi dmitted during the
DSH data year.

q For puposee of this nile, a payment roceived is any
payment from an uninaured patiertt or from a third party
other than an insurer) on the patienYa behalf, including
payments received for emergency #akh services
fumished to undoaiimented skens wider section 1011 of

the Medicare Prescxiption Drug, Irtrovement, and
AAodernization Act of 23, Pub. L. No. 106-173, except
mar,

If) State and local paymeMs to hosp6als fir indigent care are
not irWuded as payments mede by or on behalf of
uninwred patients.

iii) HHSC wiN convert uninsured charges to uninsured costs using
the ratio of aost-to-charges {inpatient and outpatient) as
calculated under paragroph (3) of this subsection (e).

7N ( q'33 ApprovalDate  - 6 2011 EffectiveDate OQ `1'09
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State of Texas
Appendix 1 to Attachment 4.19-A

Page 10

Disproportionate Share Hospital (DSH) Reimbursaraent Mathodology (continued)
Calculating a hospitalpecific limit (continued)

iv) HHSC will subtract all payments received under clause (ii) of
this subparagraph (A) from the uninsured costs under Gause (iii)
of this subparagraph, resulfing in net uninsured costs.

B) Mediqid shortfall.

i) HHSC will request from its Medicid contractors the inpatient
and outpatient Medipid charge and psyment data for claims
adjudiqted during the DSH data year for all active Medicaid
participating hospitals. There are cirCUmstances, inciuding the
following, in which HHSC will request modiflcations to the
adjudicated data.

I) HHSC will include as appropriate:

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

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

II) HHSC will exclude:

a-) Charges associated with services not covered by
Medicaid; and

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

ii) Upon receipt of the requested data from the Medicaid
contractors, HHSC will review the infortnation for accuracy and
make additional adjustments as necessary.

TN ' 
APProval Date Jut - 6 2011
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State of Texas
Appendix 1 to Attachment4.19-A

Page 11

Disproportionate Share Hospital (DSH) Reimbursement Methodology (continued)
Calculating a hospitslspecclimit (continued)

iii) HHSC wiN convert the Medicaid charges to Medicaid costs
usinp qie ratio of cost-to-charpes (inpatient and outpatient) as
calCUlated under paragraph (3) of this subsection (e).

iv) HHSC wtll subtract each hospdal's Medicaid payments,
induding cost report settbments, supplemental payments
inGuding upper payment ifmit payments), and graduate medical
educadon payments, from its Medicaid costs.

v) If a hospital's payments are less than its costs, the hospital has
a positive Medcaid shortfall. If a hospital`s payments are greater
than its costs, the hospital has a negve Medicaid shortfall.

C) Inflation adjustment.

i) HHSC wiA trend each hospital'shpkal-epecific limit using the
inflatbn update factor as defined in subsection (b)(10) of this
section.

ii) FIHSC will use the inflation update facEors for the period
beginning at the midpoint of each DSH data year to the midpoint
of the DSH program year.

iii) HMSC wiB muttiply each hospitafs sum of the net uninsured
costs and Medicaid shortfall by the inflation update fador to
obtain its interim hospital-specific Ifmlt.

3) Ratio of cost-to-darges. HHSC will calcula the ratio of cost-to-charges
used in setting hospital-spec'rfic limits in coniortnity with the following
conditions and procedures:

TN  9 3 3 Approva] Date U ` 6 2011 Effective Date Qg' O - O q
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Shate of Texas
Appendix 1 to Attachment4.19-A

Page 12

Disproportlonate Share Hospital(DSH) ReimburserN, Nethodology (continued)
Calculating a hospitalpecific limit (continued)

A) HHSC wili convert to cost the portion qI tle total Medicaid charges
related ta adjudicated claims that are aacated to the various cost
cenEerc of the hospitai. The ratio is derived by allocating allowable
charges to each cost center.

B) HHSC wal calculate the ratio of cost-to-cFiarqes for the respecGve
cost centers using information (rom the approprisite worksheets of the
hospital'sMedicaid cost report or reports cortesponding to the DSH
data yeer. In the absence of a Medicaid cost report for that period,
HFfSC wUl use fhe latest available submitted Medicaid cost report or
reports.

C) HHSC wiU exclude those costs and charges tor nonhospital services
such as smbulance, rural health clinics, primary home care, home
heatth agencies, hospice, and skilted nursing facilities.

4) Final hospital-specific lgnit.

A) HHSC willc$ulate the individual ccxnponents of a hospital's final
hospitsl-specific imif using the calculation set out in paragraphs (2j
and (3) of tfifs sutsection (e), except tbat HHSC will use the
hospitaYs actuai costs incurred and payrranls received during the
DSH program year.

B) The final hospital-specific limit wiil be used in the audit conducted
under subsection (h) of this section.

Distribution of avaiFable DSH funds. Before the start of each DSH progrem
year, CMS pubNshes the 4ederal DSH allotrnent for each state. Based on
CMS's DSH allotment for Texas, HHSC validates and distributes the entire
albtment to eliyible quaGfying DSH hospitals during the DSH program year.
HHSC will distribute the available DSH funds among such hospitals using thefollowing steps:

TN  - 33 Approval Date 11 Effective Date d4 'O! - OQ
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State of Texas

Appendix 1 to Attachment 4.19-A
Page 13

Dispropotionate Share Hospital (D3H) ReimburaemertMethodology (continued)
Distribution of available DSH funds (continwd)

1) 5tate-owned teaching hospitals and state chest hospitals. HHSC will
reimburse state-owned teaching hospitals and state chest hospitals an
amount equal to their interim hospital-specific limits.

2) IMDs.

A) Limits. qggregate payments made to iMD tacilities statewide are
subject to federaily mandated reimburaemant limits.

B) IMDs. An IMD t#at satis5es the DSH requirements will receive 100
percent of its interim hospital-specific limit wfthin the limits described
in subparagraph (A) of this paragraph. If suffrcient DSH funds for
IMDs are not avaable to fully fund aN IMDs to their interim hospital-
specific I'units, HHSC will pay all IMDs proportionately based on each
IMD's percentage of the total interlm hoapital-specific limit for all
IMDs.

3) Other non-state hospitals. HHSC wii{ disttiute any remaining DSF4 funds,
to other qualifying hospitals. HHSC will disfibute fhe remaining funds to
the other non-state hospftals based on their individal interim hospital-
specific limits and the weighting faclors 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 decenniai census.

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

B) Hospitals with more than 2501icensed beds, associated with hospital
disficts in the state's Iargest MSAs, wtll receive weights based
proportional6y on the MSA population. The specific weights fnr these
hospitals are as follows:

x OQ'33 Approval Date U«  B?O1 EfTective Date q O l' p q
Supersedes TIY g ' -'



Stae of Texas
Appendic 1 toAecttment 4.19-A

Page 14

Disprcportionate ghare Hspital {DSH) RefmburssmeM Mathodology (contlnued)

DistrEbuon of avaflabie DSH fwds (ctlnned)

i) MSAs wNh populatipns proa than or eqral to 121,000 and
less than 30D,000 aro vweighted at 2.5.

ii) MSAs witli populations greaier than or equal to 300,000 and
less than 1,000,000 are weighed at 2.75.

iii) MSAs w#h populations greater Nsen w equal to 1,000,000 and
less Ban 3,000,000 are wehted  3.0.

iv) MSAs ath poputetions greater than or equal to3,000,000 are
welghed at 3.5.

C) The weightirqftor for all other hospitals is 1.0.

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

5) Allocation of DSH funds to non-state urban and rurel hospitals.

A) HHSC wifl divide the amount detertnined '+n subsection ((3) of this
section into iwo parts:

i) One-half of the funds will reimbucse each qualifying hospital by
its percent ofi the total inpatient Medicaid days.

ii) One-Malt of the funds wiil reimburse each qualifying hospital by
its Peroerrt of bw income days.

B) After applying subpagraph (A) of this paragraph (5), HHSC will test
to determine whetler qualfying hospitals in runl areas will receive
5.5 percent or moro of the funds detertnined in subsection (fl(3) of
this section.
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Disproportionate Share Hospital (DSH) Reimbunanerrt Maodology (continued)
Dlstrlbution of avaNaWa D5H (unds (cortlnued)

i) If hospitals in rwal areas receive at least 5.5 percent of the
funds, liHSC wtll reimburse them as calcuiated in subparagraph
A) oi this paregraph (.

n) f hospit in nual areas will not receive at least 5_5 percent of
the funds, HHSC wNl aliocate 5.5 percent of the funds in
subsecion (fj(3) of this saction for reimburoement of such
hosp{tal8. After the reaYocation of funds to meet the 5.5 percent
test, HHSC will detertnine paymeM amounts to each urban and
rurai haspiFal, as described in subparagraph (A) of this
paragtaph (5).

6) DSH distribution methodology for non-state hospitals.

A) HHSC wl cekulate the number ofwhted Medicaid inpatlent days
and waiQhted low-income days for esh alHyg hospital as
desCnbed in paraggraph (4) of this subsecEion (.

B) Usine the results obtaed under subparaQrah (A) of s paragraph
6), HHSC wiil caula each qualNying hospital's annual DSH
payment based on the following fortnula:

1/2 x AvailBble bSH funda) x[(HospitaPs AAediceid Days x
Wsipht)/(fotal Weighted Medicaid aya)])

1/2 x Available DSH funds) x[(HospitaPS Low income Days x
1Neightu(Tofal Weighted Low Income Days)]))

TN q - 3 3 Approval Date JUN - 6 2011 Eti'ective Date  Q-O  O
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Disproportionate 3hare Hoapital (DSH) Reimburaement ARethcdology (continued)

Distributlon of avaiFable DSH funds (continued)

C) HHSC wiY compare the projected payment for each qualifying
hospital with i!s utarim hospital-specific limit. If the hospital's
projeded payment is greater than its interim hospital-specific Iimit,
HHSC will reduce the hospital's payment to its interim hospital-
specific Mmit.

D) If there are funds remaining out of the total available DSH funds
because sorne hospitals have had their DSH payments reduced to
their inrim hospltal-specific limits, HHSC will distribute the excess
funds to qualifyir hospitals that had projected payments below their
interim hospital-speclfic limits as follows. HHSC will:

i) Cakulate the difference between a hospital's interim hospital-
speciflc fimit end its projected DSH payment;

ii) Add all of the differences from clause (i) of this subparagraph
Dy;

iii) Calcu{ate a ratio for each hospat by dividing the difference from
clause ( of this subparagraph (D) by the sum from clause (ii) of
thissparagraph; and

iv) Multiply the ratlo from clause (iii) of thia subparagraph (D) by the
remainug available OSH funds.

E) Each hospitaPs total DSH payment {including the redistribution of
excess tunds} may not exceed its interimhpital-specific limit.

7) If a hospital that is receiving DSH funds cbses, laaes iis license, or loses
its Medicare or Mid eiigibility during a DSh! program year, HHSC will
reslbcate the4 hospitaPs dieproportionate share funds going taward
among all DSti providers that are eligible far add+tional payments.
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Disproportionate Shero Ffospital (DSH) RNmbursement Methodology (continued)
Distrfbutlon of available D3H funds (corkinued)

8) If a hospital is bcated in a cnty that is declared a federal natural
disaster area, it may request thet the stste use ihe hospital's data fram the
most recent years prbr to the natural disaster to meet the state's
disproportionate share hospital qualificatan criteria and conditians of
participation for tle current DSH program. Data used to piculate the
hospitaPs quaGfication and payment limitatrons set foAh in sections
1923(d)(3) end 1823(g) of the Sociai Securi(yAct must come from the
same year's data as would otherwise be used to catculate payments for
the current DSH progm year.

g) Recovery of DSH fundc. Notwithstanding any other provion of this secGon,
HHSC will recoup any ovetpayment of DSH funda made to a hospital, including
an overpayment that resuMs from HHSC error or that  identfied in an audit.
These funds wili be redistruted proportionateiy to DSH providers that are
eligible for additional payments.

h) Audit process.

1) Independentcied audit HHSC is required by the Sociat Security Act
Act) to annually comple an independent certified aud'A of each hospital
participating in the D8H program in Texas. Audits will compy with all
applicable fedetal law and dectives, including the Act, the Omnibus
Budget and Reconclliadon Act of 1993 (OBRA'93), the Medicare
Prescription Drug,lrtiprovement and Modernization Act of 2003 (MMA),
pertinent federal rul, and any amendments to such provisions.

A) Each audit raport wiR contain the verifica6ons set forth in 42 CFR
455.304(d).

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

i) The Medicaid cost report;

ApprovaJ Date UN - 6 2011 EffectiveDate Q'OI
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Disproportionate Share Hospital (DSH) Reimbursement Methodology (continued)
Audit process (corrtinued)

ii) Medicaid Management Information System data; and

iii) Hospitat financial statements and other auditable hospital
accoundng records.

C) A hoapitai muet provide HHSC or the independent auditor with the
necessary drfnrtration in the time specified by HHSC or the
independent auditor. A complete detailed listing of all information
required by the independent auditor is available on the HHSC's
intemet website.

D) A hospital thet fails to provide requested information or to othervvise
comply wh the independent certified audit requirements may be
subject to a withholding of Medicaid disproportionate share payments
or oMer appropriate sanctions.

E) HHSC wid recoup any overpayment of DSH funds made to a hospital
that is identified In the independent certified audit and will redistribute
the recouped tupds proportionately to DSH providers that are eligible
for additional payments subject to their final hospital-specific fimits.

2) HHSC may conduct or require additional audits.

Q 3  Approval Date ttr - at11  Effective Date - O i" O Q
SupersodesTN _Og'.4



b   a .  x q - 3

State of Texas

Appendix I to Attachment 4.19-A
Page 19

i) If a hospital is located in a county that is dedared a federai natural disester area, it
may request that tte atate e the hospitaPs data from the most recent years prior to
the natural disaster to rtreeR the state's disproportbnete share hospital qualification
criteria and condions of partkipion (or the cument DSH program. Data used to
cakxrlale the hospkal's quaNRcalion and payment BmMations aet foMh in sections
1923(dx3) and 1923(q) of tte Sodal SeCUrRy AcE must come fiom the same years
data as wouid ose be used 6o cak(ate paymerrts for fhe curtent DSH program
year.
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