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Changes in Methods and Standards of Medicaid Payments for Inpatient 

Hospital Services 
 

Changes to Medicaid Disproportionate Share Hospital (DSH) Payments Proposed Methodology 

 

 
 

The purpose of this change in methodology is to revise the Disproportionate Share Hospital (DSH) payment 

to in-state acute care hospitals in addition to regular claims payments and any other payment adjustments to 
which they are entitled. Qualifying hospitals that provide inpatient or outpatient hospital services during the 

period to Medicaid recipients shall receive a DSH payment, which shall not, in the aggregate, exceed the 
limit set forth in 42 U.S.C. §1396r-4(f). DSH payments to each hospital shall not exceed the limit set forth in 

42 U.S.C. §1396r-4(g). 

 
These changes will take effect for state fiscal years beginning July 1, 2011. These changes will be 

implemented following approval of an amendment of the Medicaid state plan by the Centers for Medicare 
and Medicaid Services. 

 
Proposed Payment Calculation 

 

DSH payments will be allocated based on each hospital’s hospital specific limit (HSL). The revised 
methodology will also remove the current provision that bases the amount a hospital receives on the number 

of consecutive periods of DSH eligibility. DSH payments are subject to the audit requirements published in 
the Federal Register (Vol. 73, No. 245 / Friday, December 19, 2008). DSH payments that are retrospectively 

determined to exceed this cap of allowable cost shall be recovered by the OMPP. Any DSH allotment 
recovered by the OMPP may be distributed to other DSH eligible hospitals in accordance with the payment 

order below, not to exceed any hospital’s HSL. 

 
Any Disproportionate Share Hospital may decline all or part of their annual DSH payments by submitting 

written documentation to the State indicating that it declines the DSH payments and the amount of DSH 
payments being declined. 

 
Step One: Each DSH hospital receives a payment of $1,000, not to exceed the hospital’s HSL. 

 
Step Two: Municipal DSH hospitals established and operated under Indiana Code (IC) 16-22-2 or 16-23 

receive payment amounts equal to the lower of the hospital’s HSL for the payment year less any Step One 

amount received by the hospital; or the hospital’s net 2009 supplemental Medicaid payment amount. 

 
Step Three: DSH eligible acute care hospitals licensed under IC 16-21 located in Lake County, Indiana, 
receive payment amounts equal to the hospital’s HSL for the payment year, less any Step One amount 

received by the hospital. 

 
Step Four: DSH eligible private acute care hospitals licensed under IC 16-21 and DSH eligible hospitals 
established and operated under IC 16-22-8 receive payment amounts equal to the hospital’s HSL for the 

payment year, less any payment received by that hospital in Step One. If not enough DSH funds are 
available to pay all eligible hospitals in this group up to their respective HSLs, the amount paid to each 

hospital will be reduced by the same percentage for all hospitals in the group. 

 
Step Five: If there is DSH remaining after the above steps, DSH eligible freestanding psychiatric institutions 

licensed under IC 12-25 receive payment amounts equal to the institution’s HSL for the payment year, less 
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any payment received by the institution under Step One. If not enough DSH funds are available to pay all 

eligible institutions in this group up to their respective HSLs, the amount paid to each institution will be 

reduced by the same percentage for all institutions in the group. Institutions owned by the State of Indiana 
are not eligible for payments from this pool. 

 
DSH payments may be made annually, or on an interim basis throughout the year, as determined by the 

OMPP. 


