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III. PAYMENT ADJUSTMENTS 
 
A.  Inpatient Disproportionate Share Payment Adjustment 
 
Subject to Subsection H, Disproportionate Share Hospitals shall receive, in addition to their allowable regular claims 
payments and any other payment adjustments to which they are entitled, a disproportionate share payment adjustment 
calculated in the following manner for SFY 2012 and thereafter: 
 
In no instance will any Disproportionate Share Hospital payments exceed the hospital specific limit as defined in 
subsection B 1. The provisions in subsection B 1 are applicable for SFY 2012 and thereafter and also apply to DSH 
eligible freestanding psychiatric institutions licensed under IC 12-25. DSH payments that are retrospectively determined 
to exceed the hospital specific limit shall be recovered by the office. For DSH payments made on or after 7/1/2011, any 
DSH allotment recovered by the office may be redistributed to other DSH eligible hospitals in accordance with the 
payment order below, not to exceed any hospital's hospital specific limit. The amount of DSH redistribution payments is 
limited to the amount recouped by the office.   
 
Any Disproportionate Share Hospital may decline all or part of the annual DSH payments by submitting documentation to 
the State indicating that it declines the DSH payments and the amount of DSH payments being declined.    
 

1.  Step One: Each Disproportionate Share Hospital receives a payment of $1,000, not to exceed the hospital's 
hospital specific limit.  
 
2.  Step Two: Municipal Disproportionate Share Providers established and operated under Indiana Code 16-22-2 
or 16-23 receive payment amounts equal to the lower of the hospital's hospital specific limit for the payment year 
less any Step One amount received by that hospital; or the hospital's net 2009 supplemental payment amount.  
 
3.  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 hospital specific limit for the payment year, less any Step One amount 
received by that hospital. 
 
4.  Step Four: DSH eligible private acute care hospitals licensed under IC 16-21 and DSH eligible hospitals 
established and operated under Indiana Code 16-22-8 receive payment amounts equal to the hospital's hospital 
specific limit for the  payment year, less any payment received by that hospital under step one. If not enough DSH 
funds are available to pay all eligible hospitals in this group up to their respective hospital specific limits, the 
amount paid to each hospital will be reduced by the same percentage for all hospitals in the group. 

 
5.  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 hospital specific limit for the payment 
year, less 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 hospital specific limits, 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 Indian 
are not eligible for payments from this pool. 
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H.  Inpatient Disproportionate Share Payment Adjustments in the Event of a Reduced Federal DSH Allotment 
 

a. For purposes of Subsection H: 
 

i.  The term "base disproportionate share payment program" shall mean the provisions for distributing 
disproportionate share payments set forth in Subsection A of Section III of Attachment 4.19-A of the 
Indiana Medicaid State Plan effective January 1, 2019. 
 
ii.  The term "CMS" shall mean the Centers for Medicare and Medicaid Services.  
 
iii.  The term "disproportionate share payment plan" shall mean the plan for distributing disproportionate 
share payments for the State Fiscal Year beginning July 1, 2020. 
 
iv.  The term "federal DSH allotment" shall mean the allotment of federal disproportionate share funds 
calculated for the State under 42 U.S.C. 1396r-4. 

 
v. The term "reduced federal DSH allotment" shall mean a federal DSH allotment for the State for the 
Federal Fiscal Year beginning October 1, 2020, that, by operation of 42 U.S.C. 1396r-4(f)(7), is less than 
the federal DSH allotment for the State for the Federal Fiscal Year beginning October 1, 2018. 
 
vi. The term "terminating event" shall mean federal legislation, including an amendment to 42 U.S.C. 
1396r-4, a regulation issued by CMS or any other federal agency, any sub-regulatory policy or directive 
issued by CMS or other federal agency, or a judicial ruling, that is enacted or issued on or before March 
30, 2021, that: (1) cancels, or postpones to a subsequent federal fiscal year, a reduced federal DSH 
allotment; and (2) does not cause the state to incur a reduced federal DSH allotment. 
 

b.  Subject to paragraph c, the disproportionate share payment plan for the State Fiscal Year beginning July 1, 
2020 shall be as follows:  
 

i.  The disproportionate share payment paid to an acute care hospital that qualifies as:  
 

(A) a municipal disproportionate share provider under Step Two of the base disproportionate 
share payment program;  
 
(B) a disproportionate share provider under Step Three of the base disproportionate share 
payment program; or 
 
(C) a disproportionate share provider under Step Four of the base disproportionate share payment 
program; 

 
shall be reduced by the percentage described in subparagraph  ii. 
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 ii.  The percentage reduction in disproportionate share payments described in subparagraph i shall be 
applied uniformly to all hospitals to which subparagraph i applies. The percentage of the reduction in 
disproportionate share payments described in subparagraph i shall be the percentage determined by the 
office to cause the total disproportionate share payments made under subparagraph i to maximize the 
expenditure of, without exceeding, the reduced federal DSH allotment.    
 

c.   If a terminating event occurs, paragraph b of Subsection H shall not apply to the disproportionate share 
payment plan for the State Fiscal Year beginning July 1, 2020.  If a terminating event occurs, disproportionate 
share payments for the State Fiscal Year beginning July 1, 2020 shall be governed by the base disproportionate 
share payment program. 
 
d.  Subsection H shall only apply to disproportionate share payments for the State Fiscal Year beginning July 1, 
2020.  
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