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Private freestanding behavioral health hospitals, also known as
institutions for mental disease (IMDs), are the backbone of Texas'
inpatient behavioral health system:

- Qver 70 percent of the state's non-state-owned psychiatric hospital
beds are found in private freestanding behavioral health hospitals.

- Thirty-six percent of private freestanding behavioral health
hospitals’ inpatient days are Medicaid.

A Restriction on Critical Inpatient
Behavioral Health Care

The federal government's IMD exclusion prevents Medicaid beneficiaries aged 21to 64 from receiving covered inpatient behavioral
health care for more than 15 days in IMD hospitals with at least 16 beds (this includes state hospitals, which are also classified as
IMD hospitals). In Texas, almost all adults in Medicaid are either pregnant/postpartum women or individuals with physical and/or
intellectual and developmental disabilities.

The IMD exclusion exists, in part, due to a large push in the 1960s to deinstitutionalize patients. Policymakers placed an emphasis on
shifting care from large hospitals to community behavioral health services.

However, the reality is that it is critical for some patients to have more than 15 days of treatment in an IMD hospital in order to find
the path to healing and recovery. This policy forces IMD hospitals into a difficult dilemma: either discharge patients who may not be
ready or provide necessary treatment without receiving payment. In Texas, only a select few IMD hospitals receive DSH payments to
help offset a portion of their uncompensated care costs.

A 2018 federal policy allows states to pursue waivers to remove the IMD exclusion and associated barriers to necessary inpatient
mental health treatment. Fifteen states have obtained these waivers to remove the IMD exclusion, with another ten states waiting for
approval.

IMD Payment Exclusion for Mental Approved: 15 States Pending: 10 States

Health Treatment (AL, CA, CO, DC, ID, IN, KY, MD, MO, NH, NM, (AR, MA, MT, NJ, NV, NY, OR, TN, WA, WI)
0K, UT, VT, WA)

Failing to eliminate the IMD exclusion undermines mental health parity afforded to Medicare and commercial patients, perpetuating
an outdated approach to inpatient psychiatric care.

Patients, Hospitals and Health Plans Agree

TABHS encourages the 2025 Texas Legislature to pass legislation and funding for HHSC
to request a waiver of the IMD exclusion from CMS for mental health treatment.

Source: https://www.kff.org/medicaid/issue-brief/medicaid-waiver-tracker-approved-and-pending-section-1115-waivers-by-state/ as of 1/14/25



