
1115 Waiver and Medicaid Expansion 

1. How much money are we talking about? Texas currently gets $4 billion/year in Federal 1115 

health care funding – half UC, half DSRIP. The 1115 Waiver was initially set to expire in 

September, 2016, though the Feds granted Texas a 15 month extension (through Dec 2017). 

Texas’ Medicaid agency, HHSC, projected that with Medicaid Expansion (or coverage under an 

alternative waiver approach), Texas would have a net gain (after deducting state costs) of over 

$6 billion in new Federal Medicaid funding for each of the first 10 years of expanded Medicaid 

coverage. 

 

2. Uncompensated Care (UC) and Delivery System Reform Incentive Pool (DSRIP) funding in the 

waiver. The waiver has two “pools” of funding: UC and DSRIP. The funding most at risk is the 

Uncompensated Care pool portion of the 1115 waiver, which is used to cover unpaid Texas 

hospital bills that are a result of the state’s high number of uninsured residents.  DSRIP funding 

supports specialized delivery reform projects around the state that are working to improve 

quality of care and cost effectiveness of care.  

 

3. The waiver was always intended to be temporary, serving to build the capability to care for 

more Texans after Medicaid expansion and affordable private insurance coverage started in 

2014. 

 

4. The waiver does not cover uninsured Texans. It also does not include many rural hospitals, 

which are closing and cutting back following the Legislature’s decision to re ject Medicaid funds 

intended for Texas. 

 

5. A temporary extension of the Waiver. Texas filed a request (September 30, 2015) for a five-year 

extension of its Medicaid 1115 Transformation Waiver. During the public comment period, 

Texas organizations and elected officials weighed in, most of them calling for Texas to adopt a 

health care coverage plan for Texans in the Coverage Gap.  

 

a. In May, 2016, Texas received a 15 month waiver extension. As a result of the extension, 

Texas will receive “status quo” funding amounts in fiscal year 2017 (the same amount as 

in 2016). Beginning in January of 2018, unless Texas negotiates an agreement with CMS, 

UC funding will be reduced by $1.3 billion, and DSRIP will be cut by 25% per year until it 

is gone. Texas will also lose the funding in the UC pool that offsets “Medicaid Shortfall,” 

a term that describes the fact that Texas doesn’t pay high enough Medicaid 

reimbursement rates to hospitals, and therefore the federal government gives hospitals 

money to offset those losses. 

 

6. Why is the Federal government changing the 1115 Waiver payments? The waiver funding in 

question was always designed as a bridge to Medicaid expansion, temporarily covering unpaid 

hospital bills resulting from the high number of uninsured.  The federal government is saying 

that in order to be good stewards of taxpayer money, they will now spend money up front to 

prevent and slow rising health costs associated with high uninsured rates.  They’re getting out of 



the business of supplementing either UC, pay-to-play, or too-low Medicaid rates through back-

end payments.  

a. In other words, to use a health care metaphor, they might not buy us another box of 

Band-aids for our broken arm if we refuse to wear the cast the doctor gave us. Federal 

Medicaid will not pay for Uncompensated Care for the persons who could have been 

covered by Medicaid Expansion. Instead of continuing to ask for the smaller check, we 

should take the bigger check they are offering us, and solve the problem.  

 

7. How much money are we talking about losing? Texas currently receives $4 billion/year through 

federal 1115 Waiver funds. We will likely see a reduction of around 25%, or $1.3 billion/year 

when our extension runs out at the end of 2017.  

 

8. DSRIP funding changes in 2018. Federal Medicaid officials want Texas’ Delivery System Reform 

innovations to be built into Medicaid Managed Care coverage. This is a challenge to do in Texas 

today without a Coverage solution, because most adults are not Medicaid eligible, and many of 

the DSRIP innovative and cost-saving practices are targeted at adults. The Feds have said that, 

unless Texas moves toward a coverage expansion solution, the DSRIP funding will phase down 

beginning at 25% in 2018, and then by an additional 25% each year after that. But with a 

Coverage Plan – Medicaid Expansion or an alternative plan – Texas will have a large net gain in 

federal funds instead of a loss, and will be able to build DSRIP programs into the Medicaid 

program. 

 

 


