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TI TLE 42--THE PUBLI C HEALTH AND VELFARE
CHAPTER 7--S0OCI AL SECURI TY
SUBCHAPTER Xl X- - GRANTS TO STATES FOR MEDI CAL ASSI STANCE PROGRAMS

Sec. 1396r-4. Adjustnent in paynent for inpatient hospital
services furnished by disproportionate share hospitals

(a) Inplenentation of requirenent

(1) A State plan under this subchapter shall not be considered to
meet the requirenment of section 1396a(a)(13)(A)(iv) of this title
(insofar as it requires paynents to hospitals to take into account the
situation of hospitals which serve a disproportionate nunber of | ow
I nconme patients with special needs), as of July 1, 1988, unless the
State has submitted to the Secretary, by not |ater than such date, an
amendnent to such plan that--

(A) specifically defines the hospitals so described (and

I ncl udes in such definition any disproportionate share hospital

descri bed in subsection (b)(1) of this section which neets the

requi renents of subsection (d) of this section), and

(B) provides, effective for inpatient hospital services provided
not later than July 1, 1988, for an appropriate increase in the rate
or anount of paynent for such services provided by such hospitals,
consi stent with subsection (c) of this section.

(2)(A) In order to be considered to have net such requirenent of
section 1396a(a)(13)(A) of this title as of July 1, 1989, the State nust
submt to the Secretary by not later than April 1, 1989, the State plan
anendnment described in paragraph (1), consistent with subsection (c) of
this section, effective for inpatient hospital services provided on or
after July 1, 1989.

(B) In order to be considered to have net such requirenent of
section 1396a(a)(13)(A) of this title as of July 1, 1990, the State nust
submt to the Secretary by not later than April 1, 1990, the State plan
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anmendnent descri bed in paragraph (1), consistent with subsections (c)
and (f) of this section, effective for inpatient hospital services
provided on or after July 1, 1990.

(O If a State plan under this subchapter provides for paynents for
i npati ent hospital services on a prospective basis (whether per diem
per case, or otherwise), in order for the plan to be considered to have
met such requirenent of section 1396a(a)(13)(A) of this title as of July
1, 1989, the State must submit to the Secretary by not later than Apri
1, 1989, a State plan anmendnent that provides, in the case of hospitals
defined by the State as disproportionate share hospitals under paragraph
(1) (A), for an outlier adjustnent in paynent anounts for nedically
necessary inpatient hospital services provided on or after July 1, 1989,
I nvol vi ng exceptionally high costs or exceptionally long | engths of stay
for individuals under one year of age.

(D) A State plan under this subchapter shall not be considered to
nmeet the requirenents of section 1396a(a)(13)(A)(iv) of this title
(insofar as it requires paynents to hospitals to take into account the
situation of hospitals that serve a disproportionate nunber of |ow
I ncone patients with special needs), as of Cctober 1, 1998, unless the
State has submitted to the Secretary by such date a description of the
net hodol ogy used by the State to identify and to make paynents to
di sproportionate share hospitals, including children's hospitals, on the
basis of the proportion of |owinconme and nedicaid patients (including
such patients who receive benefits through a nanaged care entity) served
by such hospitals. The State shall provide an annual report to the
Secretary describing the disproportionate share paynents to each such
di sproportionate share hospital

(3) The Secretary shall, not later than 90 days after the date a
State submits an anendnent under this subsection, review each such
amendnent for conpliance with such requirenent and by such date shal
approve or disapprove each such anmendnent. |If the Secretary di sapproves
such an anendnent, the State shall imediately submt a revised
anmendnent whi ch neets such requirenent.

(4) The requirenment of this subsection may not be wai ved under
section 1396n(b)(4) of this title.

(b) Hospitals deened di sproportionate share

(1) For purposes of subsection (a)(l) of this section, a hospital
whi ch neets the requirenments of subsection (d) of this section is deened
to be a disproportionate share hospital if--

(A) the hospital's nedicaid inpatient utilization rate (as
defined in paragraph (2)) is at |east one standard devi ati on above
the nmean nedicaid inpatient utilization rate for hospitals receiving
nmedi cai d paynents in the State; or

(B) the hospital's lowincone utilization rate (as defined in
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par agraph (3)) exceeds 25 percent.

(2) For purposes of paragraph (1)(A), the term "“nedicaid inpatient
utilization rate'' neans, for a hospital, a fraction (expressed as a
percentage), the nunmerator of which is the hospital's nunber of
I npatient days attributable to patients who (for such days) were
eligible for nedical assistance under a State plan approved under this
subchapter in a period (regardl ess of whether such patients receive
nmedi cal assistance on a fee-for-service basis or through a managed care
entity), and the denom nator of which is the total nunber of the
hospital's inpatient days in that period. In this paragraph, the term
““inpatient day'' includes each day in which an individual (including a
newborn) is an inpatient in the hospital, whether or not the individual
IS in a specialized ward and whether or not the individual remains in
the hospital for lack of suitable placenent el sewhere.

(3) For purposes of paragraph (1)(B), the term "| owincone
utilization rate'' nmeans, for a hospital, the sum of --

(A) the fraction (expressed as a percentage)--

(1) the nunerator of which is the sum (for a period) of (I)
the total revenues paid the hospital for patient services under
a State plan under this subchapter (regardl ess of whether the
services were furnished on a fee-for-service basis or through a
managed care entity) and (11) the anmount of the cash subsidies
for patient services received directly from State and | oca
gover nnents, and

(i11) the denom nator of which is the total amount of
revenues of the hospital for patient services (including the
amount of such cash subsidies) in the period; and

(B) a fraction (expressed as a percentage)--

(i) the nunerator of which is the total anmount of the
hospital's charges for inpatient hospital services which are
attributable to charity care in a period, |ess the portion of
any cash subsidies described in clause (i)(l1) of subparagraph
(A) in the period reasonably attributable to inpatient hospital
servi ces, and

(i11) the denom nator of which is the total anmount of the
hospital's charges for inpatient hospital services in the
hospital in the period.

The nunerator under subparagraph (B)(i) shall not include contractual
al | onances and di scounts (other than for indigent patients not eligible
for nedical assistance under a State plan approved under this
subchapter).

(4) The Secretary may not restrict a State's authority to designate
hospital s as di sproportionate share hospitals under this section. The
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previ ous sentence shall not be construed to affect the authority of the
Secretary to reduce paynents pursuant to section 1396b(w) (1) (A) (iii) of
this title if the Secretary determ nes that, as a result of such
designations, there is in effect a hold harml ess provision described in
section 1396b(w) (4) of this title.

(c) Paynent adj ustnent

Subj ect to subsections (f) and (g) of this section, in order to be
consistent with this subsection, a paynent adjustnent for a
di sproportionate share hospital nust either--

(1) be in an anpbunt equal to at |east the product of (A the
anount paid under the State plan to the hospital for operating costs
for inpatient hospital services (of the kind described in section
1395ww(a) (4) of this title), and (B) the hospital's disproportionate
share adjustnent percentage (established under section
1395w d) (5) (F) (iv) of this title);

(2) provide for a m nimum specified additional paynment anount
(or increased percentage paynent) and (w thout regard to whether the
hospital is described in subparagraph (A) or (B) of subsection
(b)(1) of this section) for an increase in such a paynent anount (or
percentage paynent) in proportion to the percentage by which the
hospital's nedicaid utilization rate (as defined in subsection
(b)(2) of this section) exceeds one standard devi ati on above the
mean nedicaid inpatient utilization rate for hospitals receiving
medi cai d paynents in the State or the hospital's | owincone
utilization rate (as defined in paragraph \1\ (b)(3) of this
section); or

\1\ So in original. Probably should be " subsection''’
(3) provide for a mninmmspecified additional paynment anount
(or increased percentage paynent) that varies according to type of
hospi tal under a net hodol ogy that- -
(A) applies equally to all hospitals of each type; and
(B) results in an adjustnent for each type of hospital that
IS reasonably related to the costs, volune, or proportion of
services provided to patients eligible for nedical assistance
under a State plan approved under this subchapter or to | ow
i ncome patients,

except that, for purposes of paragraphs (1)(B) and (2)(A) of subsection
(a) of this section, the paynent adjustnent for a disproportionate share
hospital is consistent wwth this subsection if the appropriate increase
In the rate or anmount of paynent is equal to at |east one-third of the
I ncrease ot herw se applicable under this subsection (in the case of such
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paragraph (1)(B)) and at |east two-thirds of such increase (in the case
of paragraph (2)(A)). In the case of a hospital described in subsection
(d)(2)(A) (i) of this section (relating to children's hospitals), in
conputing the hospital's disproportionate share adjustnent percentage
for purposes of paragraph (1)(B) of this subsection, the

di sproportionate patient percentage (defined in section

1395ww(d) (5)(F)(vi) of this title) shall be conmputed by substituting for
the fraction described in subclause (1) of such section the fraction
described in subclause (Il) of that section. If a State elects in a
State plan anendnent under subsection (a) of this section to provide the
paynent adjustnent described in paragraph (2), the State nmust include in
the anendnent a detail ed description of the specific nethodol ogy to be
used in determning the specified additional paynent anount (or

I ncreased percentage paynent) to be made to each hospital qualifying for
such a paynent adjustnent and nust publish at |east annually the nanme of
each hospital qualifying for such a paynent adjustnent and the anpbunt of
such paynent adjustnment made for each such hospital.

(d) Requirenents to qualify as disproportionate share hospital

(1) Except as provided in paragraph (2), no hospital may be defined
or deened as a di sproportionate share hospital under a State plan under
this subchapter or under subsection (b) of this section unless the
hospi tal has at | east 2 obstetricians who have staff privileges at the
hospi tal and who have agreed to provide obstetric services to
I ndi viduals who are entitled to nedical assistance for such services
under such State plan.

(2)(A) Paragraph (1) shall not apply to a hospital--

(i) the inpatients of which are predom nantly i ndividuals under

18 years of age; or

(11) which does not offer nonenergency obstetric services to the

general popul ati on as of Decenber 22, 1987.

(B) In the case of a hospital located in a rural area (as defined
for purposes of section 1395ww of this title), in paragraph (1) the term
"“obstetrician'' includes any physician with staff privileges at the
hospital to perform nonenergency obstetric procedures.

(3) No hospital may be defined or deened as a di sproportionate share
hospital under a State plan under this subchapter or under subsection
(b) or (e) of this section unless the hospital has a nedicaid inpatient
utilization rate (as defined in subsection (b)(2) of this section) of
not |l ess than 1 percent.

(e) Special rule

(1) A State plan shall be considered to neet the requirenent of
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section 1396a(a)(13)(A)(iv) of this title (insofar as it requires
paynents to hospitals to take into account the situation of hospitals
whi ch serve a disproportionate nunber of |ow incone patients with
speci al needs) wthout regard to the requirenent of subsection (a) of
this sectionif (A (i) the plan provided for paynent adjustnents based
on a pooling arrangenent involving a nmgjority of the hospitals
participating under the plan for disproportionate share hospitals as of
January 1, 1984, or (ii) the plan as of January 1, 1987, provided for
paynment adj ustnents based on a statew de pooling arrangenent involving
all acute care hospitals and the arrangenent provides for reinbursenent
of the total anmpunt of unconpensated care provi ded by each participating
hospital, (B) the aggregate anount of the paynent adjustnents under the
pl an for such hospitals is not |ess than the aggregate anount of such
adj ustnments otherw se required to be made under such subsection, and (C)
the plan neets the requirenent of subsection (d)(3) of this section and
such paynent adjustnments are made consistent with the | ast sentence of
subsection (c) of this section.

(2) In the case of a State that used a health insuring organization
before January 1, 1986, to adm nister a portion of its plan on a
statew de basis, beginning on July 1, 1988--

(A) the requirenents of subsections (b) and (c) of this section

(other than the | ast sentence of subsection (c) of this section)

shall not apply if the aggregate anount of the paynent adjustnents

under the plan for disproportionate share hospitals (as defined
under the State plan) is not |ess than the aggregate anount of
paynent adjustnents otherwi se required to be made if such
subsections appli ed,

(B) subsection (d)(2)(B) of this section shall apply to
hospitals |located in urban areas, as well as in rural areas,

(C subsection (d)(3) of this section shall apply, and

(D) subsection (g) of this section shall apply.

(f) Limtation on Federal financial participation
(1) I'n general
Paynment under section 1396b(a) of this title shall not be nmade

to a State with respect to any paynent adjustnent nade under this
section for hospitals in a State for quarters in a fiscal year in
excess of the disproportionate share hospital (in this subsection
referred to as "DSH ') allotnent for the State for the fiscal year,
as specified in paragraphs (2) and (3).

(2) State DSH allotnments for fiscal years 1998 t hrough 2002

Subj ect to paragraph (4), the DSH allotnment for a State for each
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fiscal year during the period beginning with fiscal year 1998 and
ending wth fiscal year 2002 is determ ned in accordance with the
foll ow ng table:

State or District = @ @ c----eoeio e

Al abama 293 269 248 246 246
Al aska 10 10 10 9 9
Ari zona 81 81 81 81 81
Ar kansas 2 2 2 2 2
California 1, 085 1, 068 986 931 877
Col orado 93 85 79 74 74
Connecti cut 200 194 164 160 160
Del awar e 4 4 4 4 4
District of Col unbia 23 23 32 32 32
Fl ori da 207 203 197 188 160
CGeorgi a 253 248 241 228 215
Hawai i 0 0 0 0 0
| daho 1 1 1 1 1
[11inois 203 199 193 182 172
| ndi ana 201 197 191 181 171
| owa 8 8 8 8 8
Kansas 51 49 42 36 33
Kent ucky 137 134 130 123 116
Loui si ana 880 795 713 658 631
Mai ne 103 99 84 84 84
Maryl and 72 70 68 64 61
Massachusetts 288 282 273 259 244
M chi gan 249 244 237 224 212
M nnesot a 16 16 33 33 33
M ssi ssi ppi 143 141 136 129 122
M ssour i 436 423 379 379 379
Mont ana 0.2 0.2 0.2 0.2 0.2
Nebr aska 5 5 5 5 5
Nevada 37 37 37 37 37
New Hanmpshire 140 136 130 130 130
New Jer sey 600 582 515 515 515
New Mexi co 5 5 9 9 9
New Yor k 1,512 1, 482 1,436 1, 361 1, 285
North Carolina 278 272 264 250 236
Nort h Dakot a 1 1 1 1 1
Chi o 382 374 363 344 325
Ckl ahonma 16 16 16 16 16
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O egon 20 20 20 20 20
Pennsyl vani a 529 518 502 476 449
Rhode | sl and 62 60 58 55 52
Sout h Carolina 313 303 262 262 262
Sout h Dakot a 1 1 1 1 1
Tennessee 0 0 0 0 0
Texas 979 950 806 765 765
Ut ah 3 3 3 3 3
Ver nont 18 18 18 18 18
Virginia 70 68 66 63 59
Washi ngt on 174 171 166 157 148
West Virginia 64 63 61 58 54
W sconsin 7 7 7 7 7
Wom ng 0 0 0.1 0.1 0.1.

(3) State DSH al lotnments for fiscal year 2003 and thereafter
(A In genera

Except as provided in paragraph (6), the DSH all ot nent for
any State for fiscal year 2003 and each succeeding fiscal year
Is equal to the DSH allotnment for the State for the preceding
fiscal year under paragraph (2) or this paragraph, increased,
subj ect to subparagraphs (B) and (C) and paragraph (5) by the
percentage change in the consuner price index for all urban
consuners (all itens; U S. city average), for the previous
fiscal year.

(B) Limtation

The DSH al l otnment for a State shall not be increased under
subparagraph (A) for a fiscal year to the extent that such an
I ncrease would result in the DSH al l ot nent for the year
exceeding the greater of--

(i) the DSH all otnent for the previous year, or

(i1) 12 percent of the total anobunt of expenditures
under the State plan for nedical assistance during the
fiscal year

(C Special, tenporary increase in allotnents on a one-tine,
non- cunul ati ve basis

The DSH al l ot ment for any State (other than a State with a

DSH al | ot rent det erm ned under paragraph (5))--
(i) for fiscal year 2004 is equal to 116 percent of the
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DSH al l otnment for the State for fiscal year 2003 under this
par agraph, notw t hstandi ng subparagraph (B); and

(ii) for each succeeding fiscal year is equal to the DSH
allotnent for the State for fiscal year 2004 or, in the case
of fiscal years beginning with the fiscal year specified in
subparagraph (D) for that State, the DSH al |l otnent for the
State for the previous fiscal year increased by the
per cent age change in the consuner price index for all urban
consunmers (all itenms; U S. city average), for the previous
fiscal year

(D) Fiscal year specified

For purposes of subparagraph (O (ii), the fiscal year
specified in this subparagraph for a State is the first fiscal
year for which the Secretary estimates that the DSH al | ot ment
for that State will equal (or no | onger exceed) the DSH
allotnment for that State under the law as in effect before
Decenber 8, 2003.

(4) Special rule for fiscal years 2001 and 2002
(A) In genera

Not wi t hst andi ng paragraph (2), the DSH all otnent for any
State for--

(i) fiscal year 2001, shall be the DSH all ot nent
det ermi ned under paragraph (2) for fiscal year 2000
i ncreased, subject to subparagraph (B) and paragraph (5), by
t he percentage change in the consuner price index for al
urban consuners (all itenms; U S. city average) for fisca
year 2000; and

(ii) fiscal year 2002, shall be the DSH al | ot nent
determ ned under clause (i) increased, subject to
subpar agraph (B) and paragraph (5), by the percentage change
in the consuner price index for all urban consuners (al
items; U S. city average) for fiscal year 2001

(B) Limtation
Subpar agraph (B) of paragraph (3) shall apply to
subpar agraph (A) of this paragraph in the same manner as t hat

subpar agraph (B) applies to paragraph (3)(A).

(C© No application to allotnments after fiscal year 2002
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The DSH al l ot nment for any State for fiscal year 2003 or any
succeedi ng fiscal year shall be determ ned under paragraph (3)
w thout regard to the DSH al | ot nrents determ ned under
subpar agraph (A) of this paragraph.

(5) Special rule for | ow DSH St at es

(A) For fiscal years 2001 through 2003 for extrenely | ow DSH
St at es

In the case of a State in which the total expenditures under
the State plan (including Federal and State shares) for
di sproportionate share hospital adjustnents under this section
for fiscal year 1999, as reported to the Adm nistrator of the
Heal th Care Financing Adm nistration as of August 31, 2000, is
greater than O but less than 1 percent of the State's total
anount of expenditures under the State plan for nedi cal
assi stance during the fiscal year, the DSH all otnent for fiscal
year 2001 shall be increased to 1 percent of the State's total
anmount of expenditures under such plan for such assistance
during such fiscal year. In subsequent fiscal years before
fiscal year 2004, such increased allotnent is subject to an
I ncrease for inflation as provided in paragraph (3)(A).

(B) For fiscal year 2004 and subsequent fiscal years

In the case of a State in which the total expenditures under
the State plan (including Federal and State shares) for
di sproportionate share hospital adjustnments under this section
for fiscal year 2000, as reported to the Adm nistrator of the
Centers for Medicare & Medicaid Services as of August 31, 2003,
Is greater than O but less than 3 percent of the State's total
anount of expenditures under the State plan for nedical
assi stance during the fiscal year, the DSH all otnent for the
State wth respect to--

(i) fiscal year 2004 shall be the DSH all otnment for the
State for fiscal year 2003 increased by 16 percent;

(ii) each succeeding fiscal year before fiscal year 2009
shall be the DSH allotnment for the State for the previous
fiscal year increased by 16 percent; and

(iii) fiscal year 2009 and any subsequent fiscal year,
shall be the DSH allotnent for the State for the previous
year subject to an increase for inflation as provided in
par agraph (3)(A).

(6) Allotnent adjustnent
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Only with respect to fiscal year 2004 or 2005, if a statew de
wai ver under section 1315 of this title is revoked or term nated
before the end of either such fiscal year and there is no DSH
allotment for the State, the Secretary shall--

(A) permt the State whose waiver was revoked or term nated
to submt an anendnent to its State plan that woul d describe the
met hodol ogy to be used by the State (after the effective date of
such revocation or termnation) to identify and make paynents to
di sproportionate share hospitals, including children's hospitals
and institutions for nental diseases or other nental health
facilities (other than State-owned institutions or facilities),
on the basis of the proportion of patients served by such
hospitals that are | owincone patients wth special needs; and

(B) provide for purposes of this subsection for conputation
of an appropriate DSH allotnment for the State for fiscal year
2004 or 2005 (or both) that would not exceed the amount all owed
under paragraph (3)(B)(ii) and that does not result in greater
expendi tures under this subchapter than would have been nmade if
such wai ver had not been revoked or term nated.

In determ ning the anobunt of an appropriate DSH al | ot nent under
subparagraph (B) for a State, the Secretary shall take into account
the |l evel of DSH expenditures for the State for the fiscal year
preceding the fiscal year in which the waiver comenced.

(7) "~ State'' defined

In this subsection, the term “~State'' nmeans the 50 States and
the District of Col unbia.

(g Limt on anount of paynent to hospital
(1) Anmount of adjustnent subject to unconpensated costs
(A) In general

A paynent adjustment during a fiscal year shall not be
consi dered to be consistent with subsection (c) of this section
with respect to a hospital if the paynent adjustnent exceeds the
costs incurred during the year of furnishing hospital services
(as determ ned by the Secretary and net of paynments under this
subchapter, other than under this section, and by uni nsured
patients) by the hospital to individuals who either are eligible
for nmedi cal assistance under the State plan or have no health
I nsurance (or other source of third party coverage) for services
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provi ded during the year. For purposes of the preceding
sentence, paynents made to a hospital for services provided to
I ndi gent patients made by a State or a unit of |ocal governnent
within a State shall not be considered to be a source of third
party payment.

(B) Limt to public hospitals during transition period

Wth respect to paynent adjustnents during a State fiscal
year that begins before January 1, 1995, subparagraph (A) shall
apply only to hospitals owned or operated by a State (or by an
instrunmentality or a unit of government within a State).

(©O Modifications for private hospitals

Wth respect to hospitals that are not owned or operated by
a State (or by an instrunentality or a unit of government w thin
a State), the Secretary may nmake such nodifications to the
manner in which the limtation on paynent adjustnments is applied
to such hospitals as the Secretary considers appropriate.

(2) Additional anmount during transition period for certain
hospitals with high disproportionate share

(A) In general

In the case of a hospital with high disproportionate share
(as defined in subparagraph (B)), a paynent adjustnent during a
State fiscal year that begins before January 1, 1995, shall be
consi dered consistent with subsection (c) of this section if the
paynent adj ustnent does not exceed 200 percent of the costs of
furni shing hospital services described in paragraph (1) (A
during the year, but only if the Governor of the State certifies
to the satisfaction of the Secretary that the hospital's
appl i cabl e m ni mrum anount is used for health services during the
year. In determning the anount that is used for such services
during a year, there shall be excluded any anmounts received
under the Public Health Service Act [42 U.S.C. 201 et seq.],
subchapter V of this chapter, subchapter XVIII of this chapter
or fromthird party payors (not including the State plan under
this subchapter) that are used for providing such services
during the year

(B) "~ Hospital with high disproportionate share'' defined

| n subparagraph (A), a hospital is a " hospital with high
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di sproportionate share'' if--

(i) the hospital is owned or operated by a State (or by
an instrunentality or a unit of governnent within a State);
and

(ii) the hospital--

(1) neets the requirenment described in subsection

(b)(1)(A) of this section, or

(I'l1) has the | argest nunber of inpatient days
attributable to individuals entitled to benefits under
the State plan of any hospital in such State for the
previous State fiscal year.

(© "~ Applicable mnimmanmunt'' defined

| n subparagraph (A), the "~ "applicable nmninmmanunt'' for a
hospital for a fiscal year is equal to the difference between
t he amount of the hospital's paynent adjustnent for the fiscal
year and the costs to the hospital of furnishing hospital
servi ces described in paragraph (1) (A) during the fiscal year.

(h) Limtation on certain State DSH expenditures
(1) I'n general

Paynent under section 1396b(a) of this title shall not be nmade
to a State wth respect to any paynent adjustnents nmade under this
section for quarters in a fiscal year (beginning with fiscal year
1998) to institutions for nmental diseases or other nental health
facilities, to the extent the aggregate of such adjustnents in the
fiscal year exceeds the |esser of the foll ow ng:

(A) 1995 | MD DSH paynent adj ustnents

The total State DSH expenditures that are attributable to
fiscal year 1995 for paynents to institutions for nental
di seases and other nental health facilities (based on reporting
data specified by the State on HCFA Form 64 as nental health
DSH, and as approved by the Secretary).

(B) Applicable percentage of 1995 total DSH paynent all ot nent

The anpunt of such paynent adjustnents which are equal to
t he applicabl e percentage of the Federal share of paynent
adj ustments nade to hospitals in the State under subsection (c)
of this section that are attributable to the 1995 DSH al | ot nent
for the State for paynents to institutions for nental diseases
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and other nental health facilities (based on reporting data
specified by the State on HCFA Form 64 as nental health DSH, and
as approved by the Secretary).

(2) Applicabl e percentage
(A) In genera

For purposes of paragraph (1), the applicable percentage
Wi th respect to--
(i) each of fiscal years 1998, 1999, and 2000, is the
per cent age determ ned under subparagraph (B); or
(ii) a succeeding fiscal year is the | esser of the
per cent age determ ned under subparagraph (B) or the
foll ow ng percent age:
(1) For fiscal year 2001, 50 percent.
(I'l1) For fiscal year 2002, 40 percent.
(I'l1'l') For each succeeding fiscal year, 33 percent.

(B) 1995 percent age

The percentage determ ned under this subparagraph is the
ratio (determ ned as a percentage) of--

(i) the Federal share of paynent adjustnents made to
hospitals in the State under subsection (c) of this section
that are attributable to the 1995 DSH al |l ot nent for the
State (as reported by the State not |later than January 1,
1997, on HCFA Form 64, and as approved by the Secretary) for
paynments to institutions for nmental di seases and ot her
mental health facilities, to

(ii) the State 1995 DSH spendi ng anount.

(C© State 1995 DSH spendi ng anount

For purposes of subparagraph (B)(ii), the "~ "State 1995 DSH
spending anount'', with respect to a State, is the Federal
nmedi cal assi stance percentage (for fiscal year 1995) of the
paynent adj ustments nade under subsection (c) of this section
under the State plan that are attributable to the fiscal year
1995 DSH all otnment for the State (as reported by the State not
| ater than January 1, 1997, on HCFA Form 64, and as approved by
the Secretary).

(1) Requirenent for direct paynent

(1) I'n general
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No paynent may be made under section 1396b(a)(1l) of this title
wWth respect to a paynent adjustnent nade under this section, for
services furnished by a hospital on or after QOctober 1, 1997, with
respect to individuals eligible for nmedical assistance under the
State plan who are enrolled with a nanaged care entity (as defined
In section 1396u-2(a)(1)(B) of this title) or under any other
managed care arrangenent unless a paynent, equal to the anount of
t he paynent adjustnent--

(A) is nade directly to the hospital by the State; and

(B) is not used to determ ne the anount of a prepaid
capitation paynent under the State plan to the entity or
arrangenent with respect to such individuals.

(2) Exception for current arrangenents

Paragraph (1) shall not apply to a paynent adjustnent provided
pursuant to a paynent arrangenent in effect on July 1, 1997.

(j) Annual reports and ot her requirenents regardi ng paynent adjustnents

Wth respect to fiscal year 2004 and each fiscal year thereafter,
the Secretary shall require a State, as a condition of receiving a
paynent under section 1396b(a)(1) of this title with respect to a
paynent adj ustnent nmade under this section, to do the foll ow ng:

(1) Report

The State shall submt an annual report that includes the
f ol | ow ng:

(A) An identification of each disproportionate share
hospital that received a paynent adjustnent under this section
for the preceding fiscal year and the anount of the paynent
adj ust mrent nade to such hospital for the preceding fiscal year.

(B) Such other information as the Secretary determ nes
necessary to ensure the appropriateness of the paynent
adj ust nents nmade under this section for the preceding fiscal
year.

(2) Independent certified audit

The State shall annually submt to the Secretary an i ndependent
certified audit that verifies each of the foll ow ng:
(A) The extent to which hospitals in the State have reduced
their unconpensated care costs to reflect the total anount of
cl ai med expendi tures nmade under this section.
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(B) Paynents under this section to hospitals that conply
with the requirenents of subsection (g) of this section.

(C Only the unconpensated care costs of providing inpatient
hospi tal and outpatient hospital services to individuals
descri bed in paragraph (1) (A) of such subsection are included in
the cal cul ation of the hospital-specific limts under such
subsecti on.

(D) The State included all paynents under this subchapter
i ncl udi ng suppl enental paynents, in the calculation of such
hospital -specific limts.

(E) The State has separately docunented and retained a
record of all of its costs under this subchapter, clained
expendi tures under this subchapter, uninsured costs in
determ ni ng paynent adjustnents under this section, and any
paynments nmade on behal f of the uninsured from paynent
adj ust nents under this section.

(Aug. 14, 1935, ch. 531, title XIX, Sec. 1923, fornerly Pub. L. 100-203,
title 1V, Sec. 4112, Dec. 22, 1987, 101 Stat. 1330-148; renunbered

Sec. 1923 of act Aug. 14, 1935, and anmended Pub. L. 100-360, title III
Sec. 302(b)(2), title IV, Sec. 411(k)(6)(A)-(B)(ix), July 1, 1988, 102
Stat. 752, 792-794; Pub. L. 100-485, title VI, Sec. 608(d)(15)(CQ),

(26) (A)-(F), Oct. 13, 1988, 102 Stat. 2417, 2421, 2422; Pub. L. 101-239,
title VI, Sec. 6411(c)(1), Dec. 19, 1989, 103 Stat. 2270; Pub. L. 101-
508, title IV, Secs. 4702(a), 4703(a)-(c), Nov. 5, 1990, 104 Stat. 1388-
171; Pub. L. 102-234, Secs. 3(b)(1), (2)(A), (c), Dec. 12, 1991, 105
Stat. 1799, 1802, 1803; Pub. L. 103-66, title XIll, Sec. 13621(a)(1),
(b)(1), (2), Aug. 10, 1993, 107 Stat. 629-631; Pub. L. 105-33, title IV,
Secs. 4711(c)(2), 4721(a)(1), (b)-(d), Aug. 5, 1997, 111 Stat. 508, 511,
513, 514; Pub. L. 106-113, div. B, Sec. 1000(a)(6) [title VI,

Secs. 601(a), 608(s)], Nov. 29, 1999, 113 Stat. 1536, 1501A-394, 1501A-
397; Pub. L. 106-554, Sec. 1(a)(6) [title VII, Sec. 701(a)(1), (2),
(b)(2)], Dec. 21, 2000, 114 Stat. 2763, 2763A-569, 2763A-570; Pub. L.
108-173, title X, Sec. 1001(a)-(d), Dec. 8, 2003, 117 Stat. 2428-2430.)

Ref erences in Text
The Public Health Service Act, referred to in subsec. (g)(2)(A), is
act July 1, 1944, ch. 373, 58 Stat. 682, as anended, which is classified
generally to chapter 6A (Sec. 201 et seq.) of this title. For conplete
classification of this Act to the Code, see Short Title note set out
under section 201 of this title and Tabl es.
Codi fication

Prior to redesignation by Pub. L. 100-360, section 4112 of Pub. L.
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100-203, cited in the credits to this section, was classified as a note
under section 1396a of this title.

Prior Provisions

A prior section 1923 of act Aug. 14, 1935, was renunbered section
1928 and is classified to section 1396s of this title.

Amrendnent s

2003-- Subsec. (f)(3)(A). Pub. L. 108-173, Sec. 1001(a)(1), (c)(1),
substituted " Except as provided in paragraph (6), the DSH ' for "~ The
DSH ' and " "subparagraphs (B) and (C)'' for "~ subparagraph (B)'"'.

Subsec. (f)(3)(O, (D). Pub. L. 108-173, Sec. 1001(a)(2), added
subpars. (C) and (D).

Subsec. (f)(5). Pub. L. 108-173, Sec. 1001(b)(1), (2), (4), struck
out "~ “extrenely'' before "“low DSH States'' in heading, designated
exi sting provisions as subpar. (A) and inserted subpar. heading, and
added subpar. (B).

Subsec. (f)(5)(A). Pub. L. 108-173, Sec. 1001(b)(3), which directed
insertion of "~ before fiscal year 2004'' after "~ "In subsequent years'',
was executed by meking the insertion after "I n subsequent fiscal
years'' to reflect the probable intent of Congress.

Subsec. (f)(6), (7). Pub. L. 108-173, Sec. 1001(c)(2), (3), added
par. (6) and redesignated former par. (6) as (7).

Subsec. (j). Pub. L. 108-173, Sec. 1001(d), added subsec. (j).

2000- - Subsec. (a)(2)(D). Pub. L. 106-554, Sec. 1(a)(6) [title VII
Sec. 701(b)(2)(A)], inserted " (including such patients who receive
benefits through a nanaged care entity)'' after " “the proportion of |ow
I ncone and nedi caid patients''.

Subsec. (b)(2). Pub. L. 106-554, Sec. 1(a)(6) [title VII,

Sec. 701(b)(2)(B)], inserted " "(regardl ess of whether such patients
recei ve nedi cal assistance on a fee-for-service basis or through a
managed care entity)'' after ~"a State plan approved under this
subchapter in a period''.

Subsec. (b)(3)(A)(i)(l). Pub. L. 106-554, Sec. 1(a)(6) [title VII,
Sec. 701(b)(2)(C], inserted " "(regardless of whether the services were
furni shed on a fee-for-service basis or through a nanaged care entity)"''
after "~ “under a State plan under this subchapter''.

Subsec. (f)(2). Pub. L. 106-554, Sec. 1(a)(6) [title VII,

Sec. 701(a)(1)(A)(i)], substituted " Subject to paragraph (4), the DSH
allotnment'' for ~"The DSH allotment'' in introductory provisions.

Subsec. (f)(3)(A). Pub. L. 106-554, Sec. 1(a)(6) [title VII,

Sec. 701(a)(2)(B)], inserted " "and paragraph (5)'' after " subparagraph
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(B)'".
Subsec. (f)(4). Pub. L. 106-554, Sec. 1(a)(6) [title VII,
Sec. 701(a)(1)(A(iii)], added par. (4). Former par. (4) redesignated
(6).
Subsec. (f)(5). Pub. L. 106-554, Sec. 1(a)(6) [title VI,
Sec. 701(a)(2)(A)], added par. (5).
Subsec. (f)(6). Pub. L. 106-554, Sec. 1(a)(6) [title VI,
Sec. 701(a)(1)(A)(ii)], redesignated par. (4) as (6).

1999- - Subsec. (c)(3)(B). Pub. L. 106-113, Sec. 1000(a)(6) [title VI,
Sec. 608(s)], substituted conma for period at end.

Subsec. (f)(2). Pub. L. 106-113, Sec. 1000(a)(6) [title VI,

Sec. 601(a)], under each of the colums for FY 00, FY 01, and FY 02,

substituted "~ 32'" for 23" in the entry for the District of Col unbi a,

733" for "716'"'" in the entry for Mnnesota, 9" for ~°5"' in the

entry for New Mexico, and ~"0.1'" for “~"0"' in the entry for Won ng.
1997--Subsec. (a)(1). Pub. L. 105-33, Sec. 4711(c)(2), substituted

" 139%6a(a)(13)(A) (iv)"' for "~ "1396a(a)(13)(A"'".

Subsec. (a)(2)(D). Pub. L. 105-33, Sec. 4721(c), added subpar. (D)

Subsec. (e)(1). Pub. L. 105-33, Sec. 4711(c)(2), substituted
"7 1396a(a)(13) (A (iv)'" for "~ 1396a(a)(13) (A" ".

Subsec. (f). Pub. L. 105-33, Sec. 4721(a)(1), anended headi ng and
text of subsec. (f) generally. Prior to anmendnent, subsec. (f) related
to denial of Federal financial participation for paynents in excess of
certain limts.

Subsec. (h). Pub. L. 105-33, Sec. 4721(b), added subsec. (h).

Subsec. (i). Pub. L. 105-33, Sec. 4721(d), added subsec. (i).

1993--Subsec. (a)(1)(A). Pub. L. 103-66, Sec. 13621(a)(1) (A,
substituted " “requirenents'' for " “requirenment'’'.

Subsec. (b)(1). Pub. L. 103-66, Sec. 13621(a)(1)(B), substituted

“‘requirenents'' for “requirenent'' in introductory provisions.
Subsec. (c). Pub. L. 103-66, Sec. 13621(b)(2)(A), substituted
"“subsections (f) and (g)'' for "~ “subsection (f)'' in introductory

provi si ons.

Subsec. (d). Pub. L. 103-66, Sec. 13621(a)(1)(C), substituted
""Requirenments'' for "~ Requirenent'' in heading.

Subsec. (d)(3). Pub. L. 103-66, Sec. 13621(a)(1)(D), added par. (3).

Subsec. (e)(1)(C. Pub. L. 103-66, Sec. 13621(a)(1)(E), added cl
(0.

Subsec. (e)(2)(A). Pub. L. 103-66, Sec. 13621(a)(1)(F)(i), inserted
"“(other than the | ast sentence of subsection (c) of this section)"'
before "~ “shall not apply'"'.

Subsec. (e)(2)(C. Pub. L. 103-66, Sec. 13621(a)(1)(F) (ii)-(iv),
added subpar. (O).

Subsec. (e)(2)(D). Pub. L. 103-66, Sec. 13621(b)(2)(B), added
subpar. (D).

Subsec. (g). Pub. L. 103-66, Sec. 13621(b)(1), added subsec. (Q).
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1991--Subsec. (a)(2)(B). Pub. L. 102-234, Sec. 3(b)(2)(A) (i),
substituted "~ subsections (c) and (f)'' for " subsection (c)''.

Subsec. (b)(4). Pub. L. 102-234, Sec. 3(c), added par. (4).

Subsec. (c). Pub. L. 102-234, Sec. 3(b)(2)(A)(ii), substituted
" " Subject to subsection (f) of this section, in order'' for ~"In
order''.

Subsec. (f). Pub. L. 102-234, Sec. 3(b)(1), added subsec. (f).

1990- - Subsec. (b)(2). Pub. L. 101-508, Sec. 4702(a), inserted at end
““In this paragraph, the term inpatient day' includes each day in which
an individual (including a newborn) is an inpatient in the hospital,
whet her or not the individual is in a specialized ward and whet her or
not the individual remains in the hospital for |ack of suitable
pl acenment el sewhere."''

Subsec. (c)(2). Pub. L. 101-508, Sec. 4703(c), inserted before
sem colon at end " "or the hospital's Iowincone utilization rate (as
defined in paragraph (b)(3) of this section)''.

Subsec. (c)(3). Pub. L. 101-508, Sec. 4703(a), added par. (3).

Subsec. (e)(2). Pub. L. 101-508, Sec. 4703(b), struck out " during
the 3-year period'' before " beginning on''.

1989- - Subsec. (e)(1). Pub. L. 101-239 designated portion of existing
provisions as cls. (A and (B), and in cl. (A) designated existing
provi sions as subcl. (i) and added subcl. (ii).

1988--Pub. L. 100-360, Sec. 411(k)(6)(A-(B)(ix), as anended by Pub.
L. 100-485, Sec. 608(d)(26)(F), anended Pub. L. 100-203, Sec. 4112, so
as to redesignate section 4112 of Pub. L. 100-203 as this section.

Subsec. (a). Pub. L. 100-360, Sec. 411(k)(6)(B)(iv), struck out " of
Heal th and Human Services'' after " "to the Secretary'' wherever
appearing in pars. (1) and (2).

Subsec. (a)(1). Pub. L. 100-360, Sec. 411(k)(6)(B)(ii), (iii),
substituted " A State plan under this subchapter'' for "~“A State's plan
under title XIX of the Social Security Act'', and made techni cal
anmendnent to reference to section 1396a(a)(13)(A) of this title
I nvol vi ng underlying provisions of original act.

Subsec. (a)(2)(A). Pub. L. 100-360, Sec. 411(k)(6)(A) (i),
substituted " " April 1, 1989'' for "~ “such date'' and inserted before
period at end ", effective for inpatient hospital services provided on
or after July 1, 1989'".

Subsec. (a)(2)(B). Pub. L. 100-360, Sec. 411(k)(6) (A (ii),
substituted " April 1, 1990'' for "~ “such date'' and inserted before
period at end ", effective for inpatient hospital services provided on
or after July 1, 1990'".

Subsec. (a)(2)(C. Pub. L. 100-485, Sec. 608(d)(15)(C), realigned
the margin of subpar. (O

Pub. L. 100-360, Sec. 302(b)(2), added subpar. (CO).

Subsec. (a)(3). Pub. L. 100-360, Sec. 411(k)(6)(A) (iii), inserted
par. (3) designation and substituted " ~90 days after the date a State
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subnits an amendnent'' for "~ June 30 of each year in which the State is
required to submt an anmendnent''

Subsec. (a)(4). Pub. L. 100-360, Sec. 411(k)(6)(A) (iii)(11), (1),
(B)y(v), inserted par. (4) designation and nmade technical anmendnent to
reference to section 1396n(b)(4) of this title involving underlying
provi sions of original act.

Subsec. (b)(2). Pub. L. 100-360, Sec. 411(k)(6)(A) (iv), substituted
""a State plan'' for "~ “the State plan''.

Pub. L. 100-360, Sec. 411(k)(6)(B)(vi), as anended by Pub. L. 100-
485, Sec. 608(d)(26)(F), substituted " “under this subchapter'' for
““under subchapter XI X of this chapter'"'.

Subsec. (b)(3). Pub. L. 100-360, Sec. 411(k)(6)(B)(vi), as anended
by Pub. L. 100-485, Sec. 608(d)(26)(F), substituted " "under this
subchapter'' for "~ under subchapter XI X of this chapter'' in |ast
sent ence.

Subsec. (b)(3)(A)(i). Pub. L. 100-360, Sec. 411(k)(6)(B)(vi), as
anmended by Pub. L. 100-485, Sec. 608(d)(26)(F), substituted " "under this
subchapter'' for "~ under subchapter Xl X of this chapter''.

Subsec. (b)(3)(B)(i). Pub. L. 100-485, Sec. 608(d)(26)(D), inserted
" of subparagraph (A)'' after ~“clause (i)(lI1)"".

Pub. L. 100-360, Sec. 411(k)(6)(A(v), inserted ", less the portion
of any cash subsidies described in clause (i)(l1) in the period
reasonably attributable to inpatient hospital services'' after " “charity
care in a period '.

Subsec. (c). Pub. L. 100-485, Sec. 608(d)(26)(E), substituted " "this
subsection'' for "~ “subsection (c)'' in concluding provisions.

Pub. L. 100-360, Sec. 411(k)(6)(A) (vi)(l), (I1), (V), in concluding
provi sions, substituted " "paragraphs (1)(B) and (2)(A) of subsection (a)
of this section'' for " “paragraphs (2)(A) and (2)(B)'', " such paragraph
(1)(B)'" for "~ "paragraph (2)(A)'', and " "such paragraph (2)(A)'" for
““paragraph (2)(B)'' and inserted " "at least'' before " “one-third ' and
“Ttwo-thirds''.

Pub. L. 100-360, Sec. 411(k)(6)(A) (vi)(Vl), inserted at end " "In the
case of a hospital described in subsection (d)(2)(A)(i) of this section
(relating to children's hospitals), in conputing the hospital's
di sproportionate share adjustnent percentage for purposes of paragraph
(1)(B) of this subsection, the disproportionate patient percentage
(defined in section 1395ww(d)(5)(F)(vi) of this title) shall be conputed
by substituting for the fraction described in subclause (1) of such
section the fraction described in subclause (Il1) of that section. If a
State elects in a State plan anmendnent under subsection (a) of this
section to provide the paynent adjustnent described in paragraph (2),
the State nust include in the anendnent a detail ed description of the
specific nethodology to be used in determ ning the specified additional
paynent anount (or increased percentage paynent) to be nmade to each
hospi tal qualifying for such a paynent adjustnment and nust publish at
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| east annual ly the nane of each hospital qualifying for such a paynent
adj ust rent and the anount of such paynent adjustnent made for each such
hospital . "'

Subsec. (c)(1). Pub. L. 100-360, Sec. 411(k)(6) (A (vi)(lIl),
inserted " "at least'' after "~ “equal to''.

Subsec. (c)(2). Pub. L. 100-360, Sec. 411(k)(6)(A) (vi)(IV), as
anmended by Pub. L. 100-485, Sec. 608(d)(26)(A), inserted " (wthout
regard to whether the hospital is described in subparagraph (A or (B)
of subsection (b)(1) of this section)'' after " paynent) and''.

Subsec. (d)(1). Pub. L. 100-360, Sec. 411(k)(6)(B)(vi), as anended
by Pub. L. 100-485, Sec. 608(d)(26)(F), substituted " "under this
subchapter'' for "~ under subchapter XI X of this chapter''.

Subsec. (d)(2)(B). Pub. L. 100-360, Sec. 411(k)(6)(B)(vii), made
techni cal anmendnent to reference to section 1395ww of this title
I nvol vi ng underlying provisions of original Act.

Subsec. (e). Pub. L. 100-360, Sec. 411(k)(6) (A (vii), as amended by
Pub. L. 100-485, Sec. 608(d)(26)(B), (C, designated existing provisions
as par. (1), inserted " "~based on a pooling arrangenent involving a
majority of the hospitals participating under the plan'' after first
reference to ~~paynent adjustnents'', added par. (2) and substituted
““statewide'' for " "Statewide'' in par. (2).

Ef fecti ve Date of 2000 Anendment

Pub. L. 106-554, Sec. 1(a)(6) [title VII, Sec. 701(a)(3)], Dec. 21,
2000, 114 Stat. 2763, 2763A-570, provided that: "~ The anmendnents made by
par agraphs (1) and (2) [anending this section] take effect on the date
the final regulation required under section 705(a) [114 Stat. 2763A-575]
(relating to the application of an aggregate upper paynent |limt test
for State nedicaid spending for inpatient hospital services, outpatient
hospital services, nursing facility services, internediate care facility
services for the nentally retarded, and clinic services provided by
governnment facilities that are not State-owned or operated facilities)
I's published in the Federal Register.'' [The final regulation was
publ i shed Jan. 12, 2001, 66 Fed. Reg. 3147.]

Pub. L. 106-554, Sec. 1(a)(6) [title VII, Sec. 701(b)(3)(B)], Dec.
21, 2000, 114 Stat. 2763, 2763A-571, provided that: "~ The anendnents
made by paragraph (2) [anmending this section] shall apply to paynents
made on or after January 1, 2001.°

Ef fective Date of 1999 Anendment

Pub. L. 106-113, div. B, Sec. 1000(a)(6) [title VI, Sec. 601(b)],
Nov. 29, 1999, 113 Stat. 1536, 1501A-394, provided that: "~ The
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amendnents nade by subsection (a) [anmending this section] take effect on
Cctober 1, 1999, and applies [sic] to expenditures nade on or after such
date. "'’

Amendnent by section 1000(a)(6) [title VI, Sec. 608(s)] of Pub. L
106- 113 effective Nov. 29, 1999, see section 1000(a)(6) [title VI,
Sec. 608(bb)] of Pub. L. 106-113, set out as a note under section 1396a
of this title.

Ef fective Date of 1997 Anendment

Amendnent by section 4711(c)(2) of Pub. L. 105-33 effective Aug. 5,
1997, and applicable to paynent for itens and services furni shed on or
after Cct. 1, 1997, see section 4711(d) of Pub. L. 105-33, set out as a
note under 1396a of this title.

Section 4721(a)(2) of Pub. L. 105-33 provided that: "~ The anendmnent
made by paragraph (1) [anmending this section] shall apply to paynent
adjustnents attributable to DSH all otnents for fiscal years beginning
with fiscal year 1998.°

Ef fective Date of 1993 Anendment

Section 13621(a)(2) of Pub. L. 103-66 provided that: "~ The
amendnments nade by this subsection [anending this section] shall apply
to paynents to States under section 1903(a) of the Social Security Act
[ section 1396b(a) of this title] for paynents to hospitals nade under
State plans after--

""(A) the end of the State fiscal year that ends during 1994, or
""(B) in the case of a State with a State |egislature which is
not schedul ed to have a regular legislative session in 1994, the end

of the State fiscal year that ends during 1995;

w thout regard to whether or not final regulations to carry out such
anmendnents have been pronul gated by either such date.'

Section 13621(b)(3) of Pub. L. 103-66 provided that:

""(A) In general.--Except as provided in subparagraph (B), the
amendnments made by this subsection [anmending this section] shall apply
to paynents to States under section 1903(a) of the Social Security Act
[ section 1396b(a) of this title] for paynents to hospitals nade under
State plans after--

(1) the end of the State fiscal year that ends during 1994, or
""(ii) in the case of a State with a State |legislature which is
not scheduled to have a regular |egislative session in 1994, the end

of the State fiscal year that ends during 1995;

w thout regard to whether or not final regulations to carry out such
anmendnents have been pronul gated by either such date.
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""(B) Delay in inplenentation for private hospitals.--Wth respect
to a hospital that is not owned or operated by a State (or by an
instrunentality or a unit of governnment within a State), the anendnents
made by this subsection shall apply to paynents to States under section
1903(a) for payments to hospitals nmade under State plans for State
fiscal years that begin during or after 1995, w thout regard to whet her
or not final regulations to carry out such anmendnents have been
pronul gated by such date.’

Ef fective Date of 1991 Anendment

Amendnents by Pub. L. 102-234 effective Jan. 1, 1992, see section
3(e) (1) of Pub. L. 102-234, set out as a note under section 1396a of
this title.

Ef fective Date of 1990 Anendnent

Section 4702(b) of Pub. L. 101-508 provided that: "~ The anendnent
made by subsection (a) [anmending this section] shall take effect on July
1, 1990.""

Section 4703(d) of Pub. L. 101-508 provided that: " The anendnents
made by this section [anending this section] shall take effect as if
I ncluded in the enactnent of section 412(a)(2)[4112(a)(2)] of the
Omi bus Budget Reconciliation Act of 1987 [Pub. L. 100-203, enacting
this section]."’

Ef fecti ve Date of 1988 Amendnents

Amendnent by Pub. L. 100-485 effective as if included in the
enact nent of the Medicare Catastrophic Coverage Act of 1988, Pub. L.
100- 360, see section 608(g)(1) of Pub. L. 100-485, set out as a note
under section 704 of this title.

Anmendnent by section 302(b)(2) of Pub. L. 100-360 effective July 1,
1988, see section 302(f)(2) of Pub. L. 100-360, set out as a note under
section 1396a of this title.

Except as specifically provided in section 411 of Pub. L. 100- 360,
amendnent by section 411(k)(6)(A)-(B)(ix) of Pub. L. 100-360, as it
relates to a provision in the Omibus Budget Reconciliation Act of 1987,
Pub. L. 100-203, effective as if included in the enactnent of that
provision in Pub. L. 100-203, see section 411(a) of Pub. L. 100-360, set
out as a Reference to OBRA, Effective Date note under section 106 of
Title 1, General Provisions.
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Application of Medicaid DSH Transition Rule to Public Hospitals in Al
St at es

Pub. L. 106-554, Sec. 1(a)(6) [title VII, Sec. 701(c)], Dec. 21,
2000, 114 Stat. 2763, 2763A-571, provided that:

" (1) In general.--During the period described in paragraph (3),
With respect to a State, section 4721(e) of the Bal anced Budget Act of
1997 (Public Law 105-33; 111 Stat. 514) [set out as a note below], as
anended by section 607 of BBRA [Pub. L. 106-113, Sec. 1000(a)(6) [title
VI, Sec. 607(a)]] (113 Stat. 1501A-396), shall be applied as though--

" (A) " Septenber 30, 2002' were substituted for “July 1, 1997
each place it appears;

"7 (B) "hospitals owned or operated by a State (as defined for
purposes of title XI X of such Act [this subchapter]), or by an
instrunmentality or a unit of governnment within a State (as so
defined)' were substituted for "the State of California';

" (C) paragraph (3) were redesignated as paragraph (4);

(D) "and' were omtted fromthe end of paragraph (2); and

""(E) the foll owi ng new paragraph were inserted after paragraph
(2):

"(3) " (as defined in subparagraph (B) but without regard to
clause (ii) of that subparagraph and subject to subsection

(d))'" were substituted for "~ (as defined in subparagraph (B))"'"

I n subparagraph (A) of such section; and'.

"7 (2) Special rule.--Wth respect to California, section 4721(e) of
t he Bal anced Budget Act of 1997 (Public Law 105-33; 111 Stat. 514), as
so anmended, shall be applied wthout regard to paragraph (1).

"7 (3) Period described.--The period described in this paragraph is
the period that begins, with respect to a State, on the first day of the
first State fiscal year that begins after Septenber 30, 2002, and ends
on the last day of the succeeding State fiscal year.

"7 (4) Application to waivers.--Wth respect to a State operating
under a waiver of the requirenents of title XIX of the Social Security
Act (42 U.S.C. 1396 et seq.) under section 1115 of such Act (42 U S.C
1315), the anmount by which any paynent adjustnent nmade by the State
under title XIX of such Act (42 U S.C. 1396 et seq.), after the
application of section 4721(e) of the Bal anced Budget Act of 1997 under
paragraph (1) to such State, exceeds the costs of furnishing hospital
services provided by hospitals described in such section shall be fully
refl ected as an increase in the baseline expenditure limt for such
wai ver."''

Assi stance for Certain Public Hospitals
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Pub. L. 106-554, Sec. 1(a)(6) [title VII, Sec. 701(d)], Dec. 21,
2000, 114 Stat. 2763, 2763A-571, provided that:

(1) In general.--Beginning with fiscal year 2002, notw thstanding
section 1923(f) of the Social Security Act (42 U S.C. 1396r-4(f)) and
subject to paragraph (3), with respect to a State, paynment adjustnents
made under title Xl X of the Social Security Act (42 U S.C. 1396 et seq.)
[this subchapter] to a hospital described in paragraph (2) shall be nade
W thout regard to the DSH allotnent |imtation for the State determ ned
under section 1923(f) of that Act (42 U . S.C. 1396r-4(f)).

"7 (2) Hospital described.--A hospital is described in this paragraph
I f the hospital--

""(A) is owned or operated by a State (as defined for purposes
of title XIX of the Social Security Act [this subchapter]), or by an
I nstrunentality or a unit of governnment within a State (as so
defi ned);

" (B) as of Cctober 1, 2000--

"T(i) is in existence and operating as a hospital described

i n subparagraph (A); and

"T(ii) is not receiving disproportionate share hospital

paynments fromthe State in which it is located under title X X

of such Act [this subchapter]; and

(O has a lowincone utilization rate (as defined in section
1923(b)(3) of the Social Security Act (42 U S.C. 1396r-4(b)(3))) in
excess of 65 percent.

"7 (3) Limtation on expenditures.--

""(A) In general.--Wth respect to any fiscal year, the
aggregate anount of Federal financial participation that nay be
provi ded for paynment adjustnents described in paragraph (1) for that
fiscal year for all States may not exceed the anount described in
subpar agraph (B) for the fiscal year.

"7 (B) Ampunt described. --The anobunt described in this
subparagraph for a fiscal year is as follows:

(i) For fiscal year 2002, $15, 000, 000.

“(ii) For fiscal year 2003, $176, 000, 000.

“(iii) For fiscal year 2004, $269, 000, 000.

““(iv) For fiscal year 2005, $330, 000, 000.

""(v) For fiscal year 2006 and each fiscal year thereafter

$375, 000, 000."

DSH Paynment Accountability Standards

Pub. L. 106-554, Sec. 1(a)(6) [title VII, Sec. 701(e)], Dec. 21,
2000, 114 Stat. 2763, 2763A-572, provided that: "~ "Not later than
Sept enber 30, 2002, the Secretary of Health and Human Servi ces shal
I npl ement accountability standards to ensure that Federal funds provided
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Wi th respect to disproportionate share hospital adjustnents nade under
section 1923 of the Social Security Act (42 U. S.C. 1396r-4) are used to
rei nburse States and hospitals eligible for such paynent adjustnents for
provi di ng unconpensated health care to | owincone patients and are

ot herwi se nade in accordance with the requirenents of section 1923 of
that Act.''

DSH Al | otments for Specific Years

Pub. L. 105-277, div. A, Sec. 101(f) [title VII, Sec. 702], Cct. 21,
1998, 112 Stat. 2681-337, 2681-389, provided that: "~ The amount of the
DSH al | otment for the State of M nnesota for fiscal year 1999, specified
In the table under section 1923(f)(2) of the Social Security Act
[ subsection (f)(2) of this section] (as anended by section 4721(a)(1l) of
Public Law 105-33) is deened to be $33, 000, 000."

Simlar provisions were contained in the follow ng prior
appropriations act:

Pub. L. 105-78, title VI, Sec. 601, Nov. 13, 1997, 111 Stat. 1519.

Pub. L. 105-277, div. A, Sec. 101(f) [title VII, Sec. 703], Cct. 21,
1998, 112 Stat. 2681-337, 2681-389, provided that: "~ The amount of the
DSH al | otment for the State of New Mexico for fiscal year 1999,
specified in the table under section 1923(f)(2) of the Social Security
Act [subsection (f)(2) of this section] (as anended by section
4721(a) (1) of Public Law 105-33) is deened to be $9, 000, 000."

Pub. L. 105-277, div. A, Sec. 101(f) [title VII, Sec. 704], Cct. 21,
1998, 112 Stat. 2681-337, 2681-389, provided that: "~ Notw thstanding
section 1923(f)(2) of the Social Security Act (42 U.S.C. 1396r-4(f)(2))
(as anended by section 4721(a)(1) of the Bal anced Budget Act of 1997
(Public Law 105-33; 111 Stat. 511)[)], the anpunt of the DSH all ot nent
for Wom ng for fiscal year 1999 is deened to be $95, 000."

Simlar provisions were contained in the follow ng prior
appropriations act:

Pub. L. 105-78, title VI, Sec. 602, Nov. 13, 1997, 111 Stat. 1519.

California Transition Rule

Pub. L. 105-33, title IV, Sec. 4721(e), Aug. 5, 1997, 111 Stat. 514,
as anended by Pub. L. 106-113, div. B, Sec. 1000(a)(6) [title VI,
Sec. 607(a)], Nov. 29, 1999, 113 Stat. 1536, 1501A-396, provided that:
" Effective July 1, 1997, section 1923(g)(2) of the Social Security Act
(42 U . S.C. 1396r-4(g)(2)) shall be applied to the State of California as
t hough- -
(1) “(or that begins on or after July 1, 1997)' were inserted
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i n subparagraph (A) of such section after "~January 1, 1995,";

"7 (2) “(or 175 percent in the case of a State fiscal year that

begins on or after July 1, 1997)' were inserted in subparagraph (A

of such section after 200 percent'; and

"7 (3) effective for State fiscal years that begin on or after

July 1, 1999, "or (b)(1)(B)' were inserted in section

1923(9)(2)(B)(ii)(l) after " (b)(1)(A"'.""

[ Pub. L. 106-113, div. B, Sec. 1000(a)(6) [title VI, Sec. 607(b)],
Nov. 29, 1999, 113 Stat. 1536, 1501A-396, provided that: " The
anendnents nade by subsection (a) [anmending section 4721(e) of Pub. L.
105- 33, set out above] shall take effect as if included in the enactnent
of section 4721(e) of BBA [the Bal anced Budget Act of 1997, Pub. L. 105-
33].""]

Study of DSH Paynment Adjustnents

Section 3(d) of Pub. L. 102-234 directed Prospective Paynent
Assessnent Comm ssion to conduct a study concerning feasibility and
desirability of establishing maxi mum and m ni num paynent adj ustnents
under subsec. (c) of this section for hospitals deened di sproportionate
share hospitals under State nedicaid plans, and criteria (other than
criteria described in clause (i) or (ii) of subsec. (f)(1)(D)) that are
appropriate for the designation of disproportionate share hospitals
under this section, specified itens to be included in study, and
directed that, not later than Jan. 1, 1994, Conmm ssion submt a report
on the study to Conmttee on Finance of Senate and Commttee on Energy
and Commrerce of House of Representatives, such report to include such
recommendati ons respecting designation of disproportionate share
hospital s and the establishnent of maxi mum and m ni nrum paynent
adjustnments for such hospitals under this section as may be appropri ate.

Section Referred to in O her Sections

This section is referred to in sections 256, 1396a, 1396b, 1396d,
1396n, 1396u-2, 1397ee of this title.
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