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Kentucky Hospitals Support
Medlcald DSH Reform

KHA and Kentucky hospitals request the Kentucky congressional delegation to support restruc-
turing state Medicaid DSH allotments by working to enact the MACPAC proposal or the SAFE
Hospitals Act to increase Kentucky’s DSH Allotment.

Although Kentucky had the fifth highest
poverty rate in 2017, Kentucky’s 2017
Medicaid DSH allotment ranked

22nd lowest in total funding and

24th lowest per person in poverty.

Kentucky’s federal Medicaid Disproportionate Share
Hospital (DSH) program allotment is far less than
other states both in total dollars and when compared
on the basis of low-income population. Kentucky re-
ceived about $100 less in DSH allotment per person in
poverty compared to the U.S. average and more than
$400 less than Connecticut, the state with the fifth
highest DSH allotment per population below poverty.

® State DSH allotments have not been updated since
they were legislatively set based on each state’s FY
1992 DSH spending. Accordingly, states that spent
the mostin FY 1992 still have the largest allotments
and states that spent the least still have the smallest
allotments.

® Since Kentucky’s DSH allotment is smaller to start
with, its hospitals will be harmed to a greater
extent from continuing the Medicaid DSH cuts, as
opposed to other states that receive a much larger
allotment, both in total dollars and low-income
population. Unless the allotments are reformed to
align with uncompensated care, the DSH cuts will
merely continue to perpetuate the existing inequi-
ties!

® The only way to achieve “fairness” is to structur-
ally reform the Medicaid DSH allotments.

For more information, contact:

Nancy Galvagni, KHA President
ngalvagni@kyha.com e 502-426-6220
800-945-4542 @ www.kyha.com

- Medicaid DSH Allotment Table on back -
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MACPAC’s 2019 Report to Congress on Medicaid and
CHIP contains recommendations to update the DSH
allotment methodology to better target DSH funding
to states with higher amounts of uncompensated care.
MACPAC specifically recommends updating the DSH
allotment methodology to distribute reductions in a
way that improves the relationship between DSH al-
lotments and the number of non-elderly, low-income
individuals in a state.

® Implementation of the MACPAC recommenda-
tions would lower the cut to Kentucky’s DSH al-
lotment by 12 percent, which would provide $23
million more in DSH funding than if no changes
are made to the ACA DSH reduction criteria.

Senator Marco Rubio (R-FL) introduced the State
Accountability, Flexibility and Equity for Hospitals
Act (SAFE Hospital Act), which contains similar
recommendations. The SAFE Act would gradually
change the DSH allocation formula to be based on
the state’s share of the total U.S. population earn-
ing less than 100 percent of the federal poverty
level; prioritize DSH funding to safety-net hospitals
while still providing states with flexibility to address
unique needs; expand the definition of uncompen-
sated care to include costs incurred by hospitals to
provide certain outpatient physician and clinical
services; and allow states to reserve some DSH
funding allocations for use in future years.

® If Kentucky’s FY 2017 federal DSH allocation was
allocated based on the formula proposed in the
SAFE Hospitals Act, it would have been approxi-
mately $20 million, or 13.5%, higher.
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