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8a. DispropoÍionate Share Hospital Provisions (Applicable to Medicaid State Plan years up to and including 2018)

A. Defìnition. A dispropoftionate share hospital or DSH means an in-state hospital that:

1) Has an inpatient Medicaid utilization rate ofone (1) percent or higher; and
2) Meets the criteria established in 42 U.S.C. ).396r-4(d).
3) Has at least 2 obstetricians who have staffprivileges atthe hospital and who have agreed to provide

obstetric services to individuals who are entitled to medical assistance for such services under such
State plan.

4) Meets the requiremerts established in section 1923(d) ofthe Act.

B. Disproportionate Share Hospital Distribution Gene¡al Provisions. A DSH distribution shall:

1) Be rnade to a qualified hospital;
2) Be based upon a liospital's proportion of inpatient and outpatient indigent care from the preceding

state fiscal year, excluding university teaching hospitals;
3) Be a prospective amount. For example, a DSH dist¡ibution made to a hospital in October 2007 shall

be applied to the reimbursement for the state fiscal year beginning July 1,2007 and ending June
30, 2008;

4) Not be subject to settlement or revision based on a change in utilization during the year to which it
applies;

5) Bo mado on an annual bosist
6) Be made from a hospital's share ofthe allocated pool or total disproportionate share funds with the

following allocation into three (3) pools: forty-three ald ninety-two hundredths percent (43.92%)
allocated to acute care hospitals; thirty-seven percenf (37o/o) allocated to university hospitals; and
nineteen and eight hundredths percent (19.08%) allocated to private psychiatric hospitals and state
mental hospitals, up to the maximum dollar cap from the annual federal allotrnent;

7) "Type I hospital" means an in-state disproportionate share hospital with 100 beds or less that
participates in the Medicaid Program;

8) "Type II hospital" means ân in-state disproportionate share hospital with 101 beds or more that
participates in the Medicaid Program, except for a hospital that meets the criteria for a Type III or
Type IV hospital;

9) "Type III hospital" means an in-state disproportionate share state university teaching hospital,
owned or operated by either the University of Kentucky or the University of Louisville Medical
School; and

l0) "Type IV hospital" means an in-state disproportionate share hospital participating in the Medicaid
Program that is a state-owned psychiatric hospital.

C, Disproportionate Share Hospital Distribution to a DRG-Reimbursed Acute Care Hospital. Effective
December 21,2017, tlìe department shall determine a DSH distribution to a DRG-reimbursed acute care
hospital by:

1) Multiplying the final SFY 2013-2014 indigent share factor by the total fund allocated to the acute
care pool. The 2013-2014 indigent share factors were determined by::
a. Determining a hospital's average reimbursement per discharge;
b. Dividing the hospital's average reimbursement per discharge by Medicaid days per

discharge;
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Multiplying the amount established in paragraph b by the hospital's total number of
inpatient indigent care days for the most recently completed state fiscal year to establish
the hospital's inpatient indigent care cost for purposes ofthis section;
Determining an in-state hospital's outpatient indigent care cost for purposes ofthis section
by multiplying each in-state hospital's indigent outpatient charges by the most recent cost-
to-charge ratio used by the DepaÍment of Labor in accordance with 803 KAR 25:091
(Published 10/25/2011);
Combining the inpatient indigent care cost established in paragraph (c) with the outpatient
indigent care cost established in paragraph (d) to establish a hospital's indigent care cost
total; and
Compâring the total indigent care cost for each DRG-reimbursed hospital to the indigent
care costs ofall hospitals receiving DSH distributions under the acute care pool to establish
a DSH distribution on a pro rata basis:
(l) Annual distribution to acute care hospitals shall be calculated by multiplying the

final SFY 2013-2014 indigent care factor by the total fund allocated to the acute
care pool.

D. Disproportionate Share Hospital Distribution to a Critical Access Hospital, Rehabilitation Hospital or Long
Term Acute Care Hospital. Effective Deoember 21, ?0'17, the dopütmcnt shall dctcrminc a DSII
distribution to a critical access hospital, rehabilitation hospital, or long term acute care hospital by:

1) Multiptying the final SFY 2013-2014 indigent share factor by the total fund allocated to the acute
care pool. The 2013-2014 indigent share factors were determined by:

Multiplying the hospital's per diem rate in effect as of August I of the state fiscal year
period included in the state fiscal year period referenced in subsection (2) ofthis Section
by its total number of inpatient indigent care days for the preceding state fiscal year to
establish the hospital's inpatient indigent care cost; and
Determining an in-state hospital's outpatient indigent care cost by multiplying each in-state
hospital's indigent outpatient charges by the most recent cost-to-charge ratio used by the
Depaltment oflabor in accordance with 803 KAR 25:091;
Combining the inpâtient indigent care cost established in paragraph (a) with the outpatient
indigent care cost established in paragraph (b) to establish a hospital's indigent care cost
total; and
Comparing the indigent care cost totals for each oritical access hospital, rehabilitation
hospital and long term acute care hospital to the indigent câre costs of all hospitals
receiving DSH distributions from the acute care pool pursuant to state statute estabtishing
a hospital's DSH distribution on a pro rafa basis.

Annual dist¡ibution to critical access hospitals, rehabilitation hospitals, or long
term acute care hospitals shall be calculated by multiplying the final SFY 2013-
2014 indigent care factor by the total fund allocated to the acute care pool.

c,

d.

f.

b.

c.

d.

(1)
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E. Disproportionate Share Hospital Distribution to a Private Psychiatric Hospital. Effective December 21,
20L7 , the deparlnent shall determine a DSH distribution to a private psychiatric hospital by:

1) Multiplying the final SFY 2013-2014 indigent share factor by the total fund allocated to the private
psychiatric pool. The 2013-2014 indigent share factors were determined by:
a. Multiplying the hospital's per diem rate in effect as of August I of the state fiscal year

period included in the state fiscal year period referenced in subsection 2 ofthis Section by
its total number of inpatient indigent care days for the preceding state fiscal year to
establish the hospital's inpatient indigent care cost; and

b. Determining an in-state hospital's outpatient indigent care costby multiplying each in-state
hospital's indigent outpatient charges by the most recent cost-to-charge by the Department
ofLabor in accordance with 803 KAR 25:091 (published 10125/11) or by establishing an

inpatient equivalency;
c. Combining the inpatient indigent care cost established in paragraph (a) with the outpatient

indigent care cost established in paragraph (b) to establish a hospital's indigent care cost
total; and

d. Comparing the indigent care cost totals of each private psychiatric hospital to establish,
using the DSH funding allocated to private psychiatric hospitals, a private psychiatric
hospital's IJSH distlibution on a pro rata basis.
(l) Annual distribution to private psychiatric hospitals shall be calculated by

multiplying the final SFY 2013-2014 indigent care factor by the total fund
allocated to the private psychiatric pool.

F DispropoÉionate Share Hospital Distribution to a State Mental Hospital. The Department shall determine
a DSH distribution to a state mental hospital by:

Comparing each state mental hospitâl's costs of services provided to individuals meeting the
indigent eligibility criteria established in subsections H and I ofthis Section, minus any payment

made by or on behalfofthe individual to the hospital; and

Using the DSH funding allocated to state mental hospitals to establish â state mental hospital's
DSH distribution on a pro rala basis.

Disproportionate Share Hospital Distribution to a University Hospital. The department's DSH distribution
to a university hospital shaìl be based on the hospital's historical proportion of the costs of services to
Medicaid recipients, minus reimbursement paid related to Diagnostic related group (DRG) inpatient
hospital reimbursement, or the nondiagnostic related group inpatient hospital reimbursement and

supplemental or IOA payments, plus the costs of services to indigent and uninsured patients minus any

distributions made on behalf of indigent and uninsured patients; and

1)

2)

G.
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8a. Disproportionate Share Hospital Provisions (Applicable to Medicaid State Plan years up to and including 2018)
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H. Indigent Care Eligibility

1) Prior to billing a patient and prior to submitting the cost of a hospital service to the department as

uncompensated, a hospital shall use the indigent care eligibility form, DSH-001, Application for
Disproportionâte Share Hospital Program, to assess a patient's finâncial situation to determine if:
a. Medicaid or Kentucky Children's Health Insurance Program (KCHIP) may cover hospital

expenses; of
b. A patient meets the indigent care eligibility criteria.
An individual referred to Medicaid or KCHIP by a hospital shall apply for the referred assistance,
Medicaid or KCHIP, within thirty (30) days of completing the DSH-001, Application for
Disproportionate Share Hospital Program, at the hospital.

2)

I. Indigent Care Eligibility Criteria.

1) A hospital shall receive disproportionate share hospital funding for an inpatient or outpatient
medical service provided to an indigent patient under the provisions of this attachment if the
following apply:
a. The patient is a resident ofKentucky;
b. The pâtient is not eligible lor Medioaitl or KCHIP;
c. The patient is not covered by a third-party payor;
d. The patient is not in the custody ofa unit ofgovernment that is responsible for coverage of

the acute care needs ofthe individual;
e. The hospital shall consider all income and countable resources ofthe patient's family unit

and the family unit shall include:
(l) The patient;
(2) The patient's spouse;
(3) The minor's þarent or parents living in the home; and
(4) Any minor living in the home;

f. A household member who does not fall in one (l) ofthe groups listed in paragraph (e) of
this subsection shall be considered a separate family unit;

g. Countable resources ofa family unit shall not exceed:
(1) $2,000 for an individual;
(2) $4,000 for a family unit size oftwo (2); and
(3) Fifty (50) dollars for each additional family unit member;

h. Countable resources shall be reduced by unpaid medical expenses of the family unit to
establish eligibility; and

i. The patient or family unit's gross income shall not exceed the federal poverff limits
published annually in the Federal Register and in accordance with KRS 205.640.

2) Except as provided in subsection (3) ofthis section, total annual gross income shall be the lessor

of:
à.

b.

Income received during the twelve (12) months preceding the month ofreceiving a service;
or
The amount determined by multiplying the patient's or family unit's income, as applicable,
for the three (3) months preceding the date the service was provided by four (4).
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8a. Disproportionate Share Hospital Provisions (Applicable to Medicaid State Plan years up to and including 2018)

(continued)

3) A work expense for a self-employed patient shall be deducted from gross income if:
a. The work expense is directly related to producing a good or service; and

b. Without it the good or service could not be produced.

A hospital shall notif, the pâtient or responsible party of his eligibility for indigent care'

If indigent care eligibility is established for a patient, the patient shall remain eligible for a period

not to exceed six (6) months without another determination.

4)
s)

K.

Indigent Care Eligibility Determination Fair Hearing Process.

1) Ifa hospitat determines that a patient does not meet indigent care eligibility criteria as esfablished

in subsections H and I of this Section, the patient or responsible party may request a fair hearing

regarding the determination within thirty (30) days of receiving the determination.

2) lfa hospital receives a request for a fair hearing regarding an indigent care eligibility determination,

impartial hospital staff not involved in the initial determination shall conduct the hearing within
thirty (30) days of receiving the hearing request.

3) A fair hearing regarding a patient's indigent care eligibility determination shall allow the individual
to:
a. Review evidence regarding the indigent care eligibility determination;
b. Cross-examine witnesses regarding the indigent care eligibility detêrminatiolç
c. Present evidence regarding the indigent care eligibilþ determination; and

d. Be represented by counsel.
4) A hospital shall render a fair hearing decision within fourteen (14) days ofthe hearing and shall

provide a copy of its decision to:
a. The patient or responsible pafy who requested the fair hearing; and

b. The departnrent.
5) A fair hearing process shall be terminated if a hospital reverses its earlier decision and notifies,

prior to the hearing, the patiént or responsible party who requested the heâring.

6) A patient or responsible party may appeal a fair hearing decision to a court ofcompetentjurisdiction
in accordance with state statute onjudicial review offinal order'

Merged Facility.

lf two (2) separafe entities merge into one (l) organization and one (1) of the merging entities has

disproportionate status and the other does not, the department shall retain for the merged entity the status

ofthe entity which reported the highest number of Medicaid days paid.
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(continued)

L. Payment Lirnits: Limit on Amount of Disproportionate Share Payment to a Hospital.

1) Payments made under these provisions do not exceed the OBRA '93 limits described in 1923 (g)

of the Social Security Act. This limit is the sum of the following two measurements that determine

uncompensated costs: (a) Medicaid shorlfall; and (b) costs of services to uninsured patients less

any payments received. Medicaid shortfall is the cost of services (inpatient and outpatient)

furnished to Medicaid patients, less the amount paid under the non-dispropofiionate share hospital
payment method under this state plan. The cost of services to the uninsured includes inpatient and

outpatient services. Costs shall be determined by multiplying a hospital's cost to charge ratio by its

uncompensated charges. Uninsured patients are patients who have no health insurance or other

sources ofthird party payments for services provided during the year. Uninsured patients include
those patients who do not possess health insurance that would apply to the service for which the

individual sought treatment or who has exhausted his/her benefits. Payments made by any unit of
the Commonwealth or local government to a hospital for services provided to indigent patients

shall not be considered to be a source ofthird palty payment.

The final hospital-specific DSH limit will be determined retrospectively through the annual DSH

examination. For a given state fiscal year DSH examinâtion, in the event DSH payments are found

to exceed the lirnits described in subsection I above, funds may be redistributed in aooord¿nce with
state plan, Aftachment 4.19.4, Section (1)(O).

3) Limit on Amount of Disproportionate Share Payment to a Hospital

a. A hospital's dispropoftionate share payments during its fiscal year may not exceed the sum

ofthe payment shorlfall for Medicaid recipient services and the costs ofuninsured patients.

(Section 1923(g) ofthe Social Security Act.)
b. Payment Shortfall for Medicaid Recipient Services. The payment shortfall for Medicaid

recipient services is the amount by which the costs of inpatient and outpatient services

provided Medicaid recipients exceed the payments made to the hospital for those services

excluding disproportionate share payments.

c. Unrecovered Cost of Uninsured/indigent Patients' The unrecovered cost of
uninsured/indigent patients is the amount by which the costs of inpatient ând outpatient

services provided to uninsured/indigent patients exceed any cash payments made by or on

behalfofthem. An uninsured/indigent patient is an individual who has no health insurance

and meeti income standards established in state law.

4) The disproportionate share hospital payment shall be an amount that is reasonably related to costs,

volume, or proportion of services provided to patients eligible for medical assistance and to low
income patients.

2)
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