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DELAY OF PENDING MEDICAID DSH PAYMENT CUTS 
 
 
Current federal law calls for significant reductions in states’ Medicaid Disproportionate Share 
Hospital allotments. The allotments are the state-specific amounts of federal matching funds for 
Medicaid DSH payments. Unless Congress affirmatively acts, the statutory reductions will take 
effect December 1. The implementation date was last delayed by the Coronavirus Aid, Relief, 
and Economic Security Act (CARES Act). Previously, Congress enacted delays in 2013, 2014, 
2015 and 2018. 
 
The total reduction in Medicaid DSH allotments is $4 billion dollars for fiscal year 2021. While 
the details of how CMS will distribute the payment loss among the states are uncertain, past 
regulations suggest that Missouri stands to lose $146 million. The following fiscal year, the 
national reduction in Medicaid DSH funding doubles to $8 billion. Missouri’s share likely would 
be more than $300 million in FY 2022.  
 
In Missouri, Medicaid DSH payments offset part of hospitals’ cost of treating the uninsured. 
The state share of DSH payments is funded solely by the state hospital provider tax.  
 
Originally imposed by the Affordable Care and Patient Protection Act of 2010, the Medicaid 
DSH allotment reductions were to begin in 2014 in conjunction with expanded coverage. 
The premise underlying them is that the Affordable Care Act would expand coverage and reduce 
the number of uninsured Americans, eliminating some of the need for federal Medicaid DSH 
payments to offset hospitals’ uninsured costs. Instead, the money could be used to offset some of 
the cost of expanded coverage. When the U.S. Supreme Court struck down the ACA’s mandate 
for states to expand eligibility for their Medicaid programs, Missouri was one of the states that 
opted to reject the expansion. Hospitals in Missouri and other nonexpansion states are facing big 
Medicaid DSH payment cuts with no offsetting coverage benefit. While Missouri voters 
authorized Medicaid expansion in August, its implementation is scheduled for July 1, 2021, at 
the earliest.  
 
Missouri has a relatively large Medicaid DSH allotment, and its distribution system directs 
Medicaid DSH payments to many hospitals. The scheduled cuts, therefore, are particularly 
ominous for Missouri. 
 
MHA urges the Missouri congressional delegation to take action to block or delay these 
Medicaid DSH reductions. Nothing has occurred to make the DSH allotment reductions more 
justifiable in December 2020 than they were when Congress enacted its previous delays.  
 


