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Mr. Billy Millwee
Associate Commissioner for Medicaid & CHIP

Health and Human Services Corrunission
Post Office Box 13247

Austin, Texas 7871 I

RE: 'I'N 10-64

Dear Mr. Millwee:
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We have reviewed the proposed amendment to Attachment 4.19-A and 4.19-B of your Medicaid
State plan submitted under transmittal number (TN) 10-64. The purpose of this amendment is to
update and clarify the state plan regazding supplemental payments to rural public hospitals for
inpatient and outpatient hospital services.

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
implemenUng Federal regulations at 42 CFR 447 Subpart C. As part of the review process the
State was asked to provide information regarding funding of the State shaze of expendihues
under Attachment 4.19-A. Based upon your assurances, Medicaid State plan amendment 10-64
is approved effective October 1, 2010. We ate enclosing the HCFA-179 and the amended 1
pages.

P

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

Sincerely,

aGixdy Mann
Director, CMCS

Enclosures
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Attachment to Blocks 8& 9 to CMS Form 179

Transmittal No. 10-064, Amendment No. 957

Num6er of the Number of the Superseded
Plan Section or Attachment Plan Section or Attachment

Attachment 4.19-A

Page 10
Page 10a
Page 10b
N/A — Delete

Attachment 4.19-A

Page 10 (TN 09-034)
Page 10a (TN 09-034)
Page 10b (TN 03-024)
Page 10b.1 (TN 03-015)

Attachment 4.19-B

Page 2a.1
Page 2a.2

Attachment 4.19-B

Page 2a.1 (TN 09-034)
Page 2a.2 (TN 09-034)



State of Texas
Attachment 4.19-A

Page 10

t) Inpatient Supplemental Payments to Hospitals

1) Calculation of the Medicaid Upper Payment Limit (UPL). The inpatient
suppiemental payments described in subsections (u) -(z) will be made in
accordance with the applicable regulatlons regarding the Medicaid upper limit
provisions codified at 42 CFR §447.272. The following method is used to
reasonabiy estimate the Medicaid upper limit. The Medicare Standardized
Amount is multiplied by the Medicaid Case Mix derived using Medicare Relative
Weights to yield the Medicare DRG Reimbursement for Medicaid Claims.
Medicare Pass-Through Payments is divided by Medicaid Discharges to yield
Medicare Pass-Through Payments per Discharge. The Medicare DRG
Reimbursement for Medicaid Claims is added to Medicare Pass-Through
Payments per Discharge to yield the Medicare Equivalent Reimbursement per
Discharge per Hospital. This Medicare Equivalent Reimbursement per
Discharge per Hospital is multiplied by Medicaid Discharges to yield the
Medicaid UPL per Hospital.

2) Definitions. When used in (u) -(z), the following tertns have the following
meanings, unless the context ciearly indicates othervvise.

a)

B)

C)

D)

Adjudicated Medicaid Claim - A hospital claim for payment for a covered
Medicaid senrice that is paid or adjusted by HHSC or another payer.
Disproportionate Share Hospitals (DSH} - Hospitals participating in the
Texas Medical Assistance (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 DSH fund.
DSH Limit - DSH Limk has the meaning assigned to the term "hospital
specific limit," as determined under Appendix 1 to Attachment 4.19-A
relating to Reimbursement to Disproportionate Share Hospitals}.
Publicly-Owned or Publicly-Affiliated Hospkal - A hospital owned by or
affiliated with a city, county, hospital authority or hospital district.

3} The supplemental payments authorized for all hospitals identified in (u), (v) and
z) are subject to the following limits:

A) For Disproportionate Share Hospitals, in each fiscal year the amount of
any inpatient supplemental payments and outpatient supplemental
payments will not exceed the hospital's Disproportionate Share Hospital
Limit, as detertnined under Appendix 1 to Attachment 4.19-A (relating to
Reimbursement to Disproportionate Share Hospitals); and

TN O(,,y Approval Date _ FEB _ 2 ?Q 
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State of Texas
Attachment 4.19-A

Page 10a

B) For ali eligible hospitals, the amount of inpatient supplemental payments
and fee-for-service Medicaid inpatient payments the hospital receives in a
fiscal year will not exceed Medicaid inpatient billed charges for inpatient
services provided by the hospital to fee-for-service Medicaid recipients in
accordance with 42 CFR §447.271.

4) An eligible hospital under (u), (v) or (z) will receive quarterly supplemental
payments. The quarterly payments wiil be:

A) For Non-Disproportionate Share Hospitals, the difference between a
hospital's fee-for-service billed charges for adjudicated inpatient Medicaid
claims and all Medicaid and other payments received during the
caiculation period for such claims.

B) For Disproportionate Share Hospitals, the lesser of:

i) The diffeence belween a hospital's fee-for-service billed charges for
adjudicated inpatierrt Medicaid claims and all Medicaid and other
payments received during the calculation period for such ciaims; or

ii) One fourth of the difference between the hospital's DSH Limit and the
hospital's DSH payments for the federal fiscal year.

5} At the time the fourth quarter payment is made for a given federal fiscal year,
an eligible hospital under (u), (v) or (z) may be paid any unfunded supplemental
payment which they were eligible to receive from the first three quarters ot the
federal fiscal year.

7N 10'(0/ Apptoval Date
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State of Texas
Attachment 4.19-A

Page 10b

v) Supplemental Payments to Rural Public Hospitals

1) Introduction. Supplemental payments are available under (t) for inpatient
hospital services provided to Medicaid patients by rural public hospitals.

2) Eligible hospitals. A publicly owned hospitai Iocated in a county of less than
100,000 population based on the most recent federal decennial census is
eligible to receive supplemental paymeMs under (t).

TT . J O"(. `/ Approval Date FEB - 2 2011
Effcetive Date 10 - I ' i O
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State of Texas
Attachment 4.19-B

Page 2a.1
8. Outpatient 5upplemental Payments to Hospitals

a) The supplemental payments described in thts section 8 will be made in accordance
with the applicable regulations regarding the Medipid upper limit provisionsoodlfied at 42 CFR §447.321.

b) Oefinitions. When used in this section, the following tertns have the followingmeanings, unless the context clearly indicates otherwise.

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

2) Disproportionate Share HospiTal (DSH) - Hospitals participating in the Texas
Medical Assistance (Medicaid) program that meet the conditions of
partiapation and that serve a disproportionate share of low-income patients
are eligible for addidona reimbursement from the DSH fund.

3) DSN Limit - DSH Limit has the meaning assigned to the tertn "hospital
specific limit; as detertnined under Appendix 1 to Attachment 4.19-A (relatingto Reimbursement to Disproportionate Share Hospitals) for DSH Hospitals.

4) Medicaid Allowable Outpatient Hospital Costs - Costs remaining when total
billed outpatlent hospital charges are reduced by a hospital outpatient
reduction factor in accardance with 4(a) of Attachment 4.19-Et (relating toOutpatient Hospital Reimbursement).

5) Pu6lidy-Owned or PubliGy—Affiliated Hospital - A hospital owned by or
affiliated with a aty, county, hospitai autFrority or hospital disUict.

cj Supplementa payment Limits

1) The supplemental payments authorized for all hospitals identified in 8(e), 8and 8(h) are subject to the following limits:
i) For Disproportionate Share Hospitals, in each fiscal year the amount of

any inpatient suppiemental payments and outpatient supplemtal
payments may not exceed the hospital's DSIi Limit, as detertnined
under Appendix 1 to Attachment 4.19-A (relaGng to Reim6ursement to
Disproportionate Share Hospitals);

ii) The amount of outpatient supplemental payments and fee-for-service
Medicaid outpadent payments the hospital receives in a fiscal year may
not ex Medicaid billed charges for outpaGent services provided by
the hospital to fee-for-service Medicaid recipients in accordance with 42CFR §447.325.

p..y FEB - 2 t1
Approval Date
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State of Texas
Attachment 4.19-B

Page 2a.2

2) For a!I hospitals idened in S(g), the amount of outpatient suppiemental
payments and fee-for-service Medicaid outpatient payments the hospital
receives in a fiscal year may not exceed Medicaid billed charges for
outpadent services provided by the hospital to fee-for-service Medicaid
recipients in accordance with 42 CFR §447.325.

d) M eligible hospitai under 8(e), 8(, and 8(h) wili receive quarterly supplemental
payments. The quarterly payments will be the difference between a hospital's fee-
for-service payments for adjudicated outpatient Medicaid daims during the
calculation period and 100 percent of Medicaid albwable outpatient hospital costfor those claims.

e) OutpaUent Supplemental Payments to Certain Urban Hospitals

1 j Intoduction. Supplemental payments are available under (e) for outpatient
hospitai services provided by eligible publidy-owned or -afBliated urban
hospitals that serve high volumes of Medicaid and uninsured paGents.

2} Eligible hospifals. Supplemental payments are available under this subsection
e) for outpatient hospital services provided by publiGy-owned hospitals in
Bexar, Brazoria, Oalias, Ector, EI Paso, Fort Bend, Hartis, Lubbock, Nueces,
Midland, Tarrant, Travls, and Wichita counties; and a hospital bcated in
Potter County that is liated with the Amarillo Hospital District. The publidy-
owned or puWicly-affiliated hospital or hospitals in each listed caunty that
incur the greatest cost(s) for providing services to Medicaid and uninsured
patients may be eligible to receive supplemental paymertts. No more than two
hospitals in any county may be eligible.

3) Dates of eligibility. Supplemental payments will be made for ouipatient
services on or after July 6, 2001, for hospitals in Bexar, Dallas, Ector, EI
Paso, Harris, Lubbodc, Nueces, Tarrant, and Travis counties. Supplemental
payments will be made for outpatient services on or after June 71, 2005, for
hospitals in Midland County and a hospital in Potter Couty affiliated with the
Amarillo Hospital DisVict. Supplementat payments will be made for outpatient
services provided on or after September 1, 2009, for hospitals in 8razoria,
Fort Bend, and Wichita counties, as well as any hospital in Dallas County or
Harris County that was not eligible as of February 7, 2004.

O-(Y Approval Date FEB - 2 20 Effective Da[e rd -  J(
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