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STATE OF NEW YORK

6980
| N SENATE
April 9, 2014

I ntroduced by Sen. HANNON -- (at request of the Departnent of Health) --
read twice and ordered printed, and when printed to be conmtted to
the Committee on Health

AN ACT to anend the public health law, in relation to general hospital
i npatient reinbursenent for annual rate periods and the effectiveness
of certain provisions thereof; to amend the social services law, the
state finance law, the insurance |law and the workers' conpensation
law, in relation to technical conformty with changes to annual rate
periods; to anmend chapter 639 of the |aws of 1996, constituting the
"New York Health Care Reform Act of 1996", in relation to the effec-
tiveness thereof; to anend chapter 1 of the laws of 1999, constituting
the New York Health Care Reform act of 2000, in relation to the effec-
tiveness thereof; to amend chapter 81 of the | aws of 1995, anendi ng
the public health law and other laws relating to nmedical reinbursenent
and wel fare reform in relation to the effectiveness thereof; and
repealing certain provisions of the public health |aw and the insur-
ance law relating to maki ng technical corrections

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Section 2807-c of the public health |aw, as anended by
chapter 731 of the laws of 1993, paragraphs (a), (a-1), (b), (b-2), and
(c) of subdivision 1, the opening paragraph of paragraph (a) of subdivi-
sion 3-a, paragraph (c), «clauses (B) and (D) of subparagraph (i) and
subpar agraph (ii) of paragraph (f) of subdivision 11, paragraph (a) of
subdi vision 14, paragraph (c) of subdivision 14-a, subparagraph (v) of
par agraph (a) of subdivision 14-b, paragraph (a) of subdivision 14-c,
par agr aphs (a) and (b) of subdivision 14-d, paragraph (b) of subdivision
16-a, the opening paragraph, and paragraphs (b) and (c) of subdivision
18, the opening paragraph, paragraphs (b) and (b-1), and the opening
par agraph of subparagraph (ii) of paragraph (f) of subdivision 19,
subdi vi si on 19-a, paragraph (e) of subdivision 21 as anmended by and
paragraph (a-3) of subdivision 1, paragraph (d) of subdivision 2, para-
graph (s) of subdivision 11, paragraph (e) of subdivision 12, paragraph
(d) of subdivision 14-a, paragraph (e) of subdivision 14-d, and subdivi -
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sions 28 and 29 as added by chapter 639 of the |aws of 1996, paragraph
(g) of subdivision 16 as separately anmended by chapters 474 and 639 of
the laws of 1996, the opening paragraph of paragraph (a) of subdivision
1, paragraphs (f) and (k) of subdivision 4, subparagraph (vi) of para-
graph (b) and paragraph (c) of subdivision 5, subparagraph (iii) of
paragraph (c) of subdivision 6, the opening paragraph and cl ause (G of
subpar agraph (i) of paragraph (f) of subdivision 11, paragraph (a) of
subdi vision 18, subdivision 19-b, and paragraphs (b), (c) and (d) of
subdi vi sion 21 as anended and paragraph (c) of subdivision 10 as added
by chapter 1 of the laws of 1999, paragraph (a-2) of subdivision 1 as
anmended by section 6 of part OO of chapter 57 of the |aws of 2008, the
openi ng paragraph of subparagraph (i) of paragraph (a-3) of subdivision
1 as anmended by section 15 of part C of chapter 63 of the laws of 2001,
clauses (E) and (F) of subparagraph (i) of paragraph (a-3) of subdivi-
sion 1 as added by section 47-a of part B of chapter 58 of the Ilaws of
2010, paragraph (b-1) of subdivision 1 as anmended by section 10 of part
C of chapter 58 of the | aws of 2010, the opening paragraph of paragraph
(i) of subdivision 1 as anmended by section 36, the opening paragraph of
paragraph (j) of subdivision 1 as anended by section 37, subparagraph
(ii) of paragraph (k) of subdivision 1 as anended by section 40, the
openi ng paragraph of paragraph (I) of subdivision 1 as anended by
section 38, the opening paragraph and subparagraphs (i) and (ii) of
par agr aph (e-1) of subdivision 4 as anmended by section 41, paragraph (a)
of subdivision 32 as anmended by section 39, «clauses (A and (B) of
subparagraph (iii) of paragraph (g) of subdivision 35 as anended by
section 44 and clause (E) of subparagraph (i) of paragraph (i) of subdi -
vision 35 as anmended by section 3-f of part B of chapter 58 of the |aws
of 2010, subparagraph (i) of paragraph (b-1) of subdivision 1 as anmended
by section 32, subparagraph (xi) as anended and subparagraphs (xii) and
(xiii) of paragraph (b) of subdivision 35 as added by section 36 of part
H, paragraphs (a) and (e) of subdivision 8 as anmended by section 7 of
part D and paragraph (e-1) of subdivision 21 as added by section 2 of
part B of chapter 59 of the |laws of 2011, clauses (B), (C and (D) of
subparagraph (iv) of paragraph (e) of subdivision 1, paragraph (q) of
subdi vi sion 11, paragraph (a) of subdivision 17, subparagraph (ii) of
paragraph (a) of subdivision 25 and paragraph (b) of subdivision 27 as
anmended by chapter 255 of the laws of 1994, paragraph (h) of subdivision
1, clause (B) of subparagraph (iii) of paragraph (b) of subdivision 5,
paragraphs (f) and (g) of subdivision 8, paragraph (r) of subdivision
11, subparagraph (iv) of paragraph (c) of subdivision 14, subparagraph
(ii) of paragraph (b) of subdivision 17 as added and subparagraph (i) of
paragraph (e) of subdivision 9, subparagraph (ii) of paragraph (e) and
subpar agraph (i) of paragraph (f) of subdivision 11, paragraph (d) of
subdi vision 14, paragraphs (a) and (d) of subdivision 14-b, paragraph
(e) of subdivision 17 as anmended by chapter 81 of the laws of 1995,
subparagraph (i) of paragraph (b) of subdivision 17 as anmended by chap-
ter 255 of the laws of 1994 and as designated by chapter 81 of the |aws
of 1995, subparagraph (iii) of paragraph (h) of subdivision 1 as added
by chapter 152 of the |aws of 2003, paragraphs (i) and (j) of subdivi-
sion 1 as added by section 23, paragraph (k) of subdivision 1 as added
by section 65-b, paragraph (1) of subdivision 1 as added by section 65-f
and paragraph (f) of subdivision 30 as anended by section 44 of part A
and paragraph (c) of subdivision 3 as anended by section 34, paragraph
(e) of subdivision 3 as added by section 34-a and subparagraphs (i) and
(ii) of paragraph (d) of subdivision 25 as anended by section 33 of part
C of <chapter 58 of the | aws of 2007, subparagraph (i) of paragraph (i)
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and subparagraph (i) of paragraph (j) of subdivision 1 as anended by
chapter 500 of the |aws of 2007, subparagraph (ii) of paragraph (i) of
subdi vision 1 as anmended by section 19, subparagraph (ii) of paragraph
(j) of subdivision 1 as anended by section 19-a of part B, paragraph (h)
of subdivision 18 as added by section 41 and paragraphs (a) and (b) of
subdi vi sion 30 as anended by section 22-b of part B and subdivision 33
as added by section 12 of part C of chapter 58 of the |aws of 2008,
par agr aph (e) of subdivision 4 as anended by section 30 and subdi vision
31 as anended by section 24 of part J of chapter 82 of the |laws of 2002,
par agr aph (e-1) of subdivision 4 as added by section 12, paragraph (e-2)
of subdivision 4 as added by section 13, subdivision 35 as added by
section 2 of part C, subparagraph (iii) of paragraph (f) of subdivision
4 as anended by section 16, subparagraph (iii) of paragraph (k) of
subdi vi sion 4 as anended by section 17, the opening paragraph of subpar-
agraph (vi) of paragraph (b) of subdivision 5 as amended by section 18,
the opening paragraph and subparagraph (i) of paragraph (c) of subdivi-
sion 5 as amended by section 19 and clause (B-1) of subparagraph (i) of
paragraph (f) of subdivision 11 as anmended by section 20 of part B,

par agraph () of subdivision 4 as anended by section 11, paragraph (s- 8)
of subdivision 11 as anmended by section 13-a, cl ause (A) of subparagraph
(i) of paragraph (a) of subdivision 30 as anmended by section 4, clause
(A) of subparagraph (i) of paragraph (b) of subdivision 30 as amended by
section 5 and subparagraph (ii) of paragraph (a) of subdivision 33 as
anmended by section 1-b of part C of chapter 58 of the laws of 2009,

clause (D) of subparagraph (iv) of paragraph (e-2) of subdivision 4 as
added by section 30, the opening paragraph of paragraph (1) of subdivi-
sion 4 as anmended by section 25, subparagraphs (ii) and (x) of paragraph
(b) of subdivision 35 as anended by section 33-a and paragraph (c) of
subdi vi si on 35 as anended by section 26 of part A, subparagraph (v) of
paragraph (b) of subdivision 35 as anended by section 7 of part B,
subdi vi sion 14-f as anended by section 2 and the opening paragraph of
subparagraph (i) of paragraph (i) of subdivision 35 as anmended by
section 4 of part C of chapter 56 of the |aws of 2013, paragraphs (f)
and (k) of subdivision 4 and clause (A) of subparagraph (iii) of para-
graph (b) of subdivision 5 as separately anended by chapters 194 and 474
of the Iaws of 1996, subparagraph (iii) of paragraph (b) as anended by
section 2, clause (A) of subparagraph (iii) as anended by section 3 and
cl ause (C) of subparagraph (iii) of paragraph (b) of subdivision 5 as
added by section 4 of chapter 593 of the | aws of 2006, subparagraph (iv)
of paragraph (b) of subdivision 5 as added by chapter 194 of the | aws of
1996, subparagraphs (iv) and (v) of paragraph (b) of subdivision 5 as
anmended and paragraphs (s-1) and (s-2) of subdivision 11 as added by
chapter 433 of the laws of 1997, subdivision 10 as anended by section 22
and paragraphs (s-3) and (s-4) of subdivision 11 as added by section
32-e of part F of chapter 412 of the laws of 1999, subparagraph (i) of
par agr aph (c) of subdivision 10 and paragraph (s-5) of subdivision 11 as
amended by chapter 419 of the |laws of 2000, subparagraph (vi) of para-
graph (f) of subdivision 11 as added by chapter 170 of the |laws of 1994,
par agr aph (s-6) of subdivision 11 as anended by section 6 of part H of
chapter 686 of the |laws of 2003, paragraph (s-7) of subdivision 11 as
added by section 68 of part C, paragraph (c) of subdivision 16 as
anmended by section 64 and paragraph (f) of subdivision 31 as anended by
section 7 of part B of chapter 58 of the | aws of 2005, subparagraph (ivV)
of paragraph (b) of subdivision 5 as added and paragraph (b) of subdivi-
sion 14 as anended by chapter 474 of the |aws of 1996, paragraph (e) of
subdi vision 16 as anmended by chapter 484 of the |aws of 2009, paragraph
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(d) of subdivision 18 as anmended by section 3-d and paragraph (i) of
subdi vision 35 as added by section 3-a of part B of chapter 109 of the
| aws of 2010, paragraph (f) of subdivision 18 as anmended by section 46
and subparagraph (ii) of paragraph (b) of subdivision 20 as anended by
section 48-c of part D of chapter 56 of the |laws of 2012, paragraph (g)
of subdivision 18 as added by section 22 and subparagraphs (iii) and
(iv) of paragraph (e) of subdivision 30 as anended by section 10-i of
part D of chapter 57 of the |laws of 2006, paragraph (i) of subdivision
18 as added by chapter 319 of the laws of 2011, subparagraph (ii) of
paragraph (f) of subdivision 19 as anmended by chapter 311 of the | aws of

1994, paragraph (b) of subdivision 20 as anended by section 26 of part
A-3 of chapter 62 of the |aws of 2003, subparagraph (i) of paragraph (c)
of subdivision 20 as anmended by section 23 of subpart D of part V-1 of
chapter 57 of the |aws of 2009, paragraphs (d) and (e) of subdivision 25
as added by section 7 of part B of chapter 58 of the |aws of 2004, para-
graph (c) of subdivision 27 as separately anended by chapter 922 of the
| aws of 1990 and chapter 731 of the laws of 1993, subdivision 30 as
amended by section 3 of part E of chapter 63 of the |aws of 2005 and
subdi vi sion 32 as anended by section 1 of part U of chapter 57 of the
| aws of 2007, is anended to read as foll ows:

S 2807-c. GCeneral hospital inpatient reinbursenent [for annual rate
peri ods beginning on or after January first, nineteen hundred eighty-
eight. 1. Payor paynents. Paynents to general hospitals for inpatient
hospi tal services provided to persons who are not eligible for paynents
as beneficiaries of title XviIIl of the federal social security act
(medi care) shall be determ ned pursuant to this section. Payor paynents
shall be as follows unless an alternative rei nbursenment nethodol ogy is
aut hori zed in accordance with paragraph (e), (f), (g), (h) or (i) of
subdi vi sion four of this section]. 1. (a) Paynents to general hospitals
for reinbursenment of inpatient hospital services provided to patients
eligible for paynents nade by state governnental agencies [for patients
di scharged prior to January first, two thousand and on and after January
first, two thousand; or for patients discharged prior to January first,
ni net een hundred ni nety-seven provided in accordance with policies wit-
ten by corporations organi zed and operating in accordance wth article
forty-three of the insurance |aw, or paynent by such a corporation on
behal f of subscribers of a foreign corporation as described in paragraph
(d) of subdivision twelve of this section, which provide for reinburse-
nment on an expense incurred basis; or for patients discharged prior to
January first, nineteen hundred ninety-seven provided to subscribers of
organi zations operating in accordance wth the provisions of article
forty-four of this chapter,] shall be [case based paynents per
di scharge, for each diagnosis-related group] established in accordance
wi th [paragraph (a) of subdivision three of] this section[, and shal
i ncl ude:

(i) a reinbursable inpatient operating cost conponent determ ned in
accordance with subdivision five of this section;

(ii) capital related inpatient expenses determ ned in accordance wth
subdi vi si on eight of this section;

(ii1) for patients discharged prior to January first, nineteen hundred
ni nety-seven (A) a bad debt and charity care all owance deternined in
accordance with subdivision fourteen of this section, (B) a genera
heal th care services all owance determ ned in accordance w th subdi vi sion
fourteen-b of this section, and (C) a bad debt and charity care all ow
ance for financially distressed hospitals deternined in accordance wth
subdi vi sion fourteen-c of this section;
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(iv) a projection of reinbursable inpatient operating costs to the
rate year by the trend factor determ ned in accordance with subdivision
ten of this section; and

(v) adjustnents for any nodifications to the case paynents determ ned
i n accordance with paragraph (a), (b), (c) or (d) of subdivision four of
this section].

[(a-1)] (B) Paynments made by | ocal governnmental agencies to genera
hospitals for reinbursenent of inpatient hospital services provided to
inmates of local <correctional facilities as defined in subdivision
sixteen of section two of the correction |law shall be at the rates of
paynment determ ned pursuant to this section for state governnental agen-
ci es, excluding adjustnments pursuant to subdivision [fourteen-f] SIX of
this section.

[(a-2)] (O (i) Wth the exception of those enrollees covered under a
paynment rate nethodol ogy agreenment negotiated with a general hospital,
paynents for inpatient hospital services provided to patients eligible
for nedical assistance pursuant to title eleven of article five of the
social services |aw made by organi zations operating in accordance with
the provisions of article forty-four of this chapter or by health main-
t enance organi zati ons organi zed and operating in accordance with article
forty-three of the insurance |law shall be the rates of paynent that
woul d be paid for such patients under the nedical assistance program
(i) determ ned pursuant to this section, excluding adjustnents pursuant
to subdivision [fourteen-f] SIX of this section, and (ii) excluding
nmedi cal education costs that are reinbursed directly to the genera
hospital in accordance with paragraph [(a-3)] (D) of this subdivision.

(1i) Effective July first, two thousand seven, with the exception of
those enroll ees covered under a paynent rate methodol ogy agreenent nego-
tiated wth a general hospital, paynment for inpatient hospital services
provided to patients enrolled in the child health insurance program
pursuant to title one-A of article twenty-five of this chapter made by
organi zati ons operating in accordance with the provisions of article
forty-four of this chapter or by health maintenance organi zati ons organ-
ized and operating in accordance with article forty-three of the insur-
ance | aw shall be the rates of paynent that would be paid under the
nmedi cal assi stance program determ ned pursuant to this section, exclud-
ing adjustnents pursuant to subdivision [fourteen-f] SIX of this
secti on.

[(a-3)] (D) Notwi thstandi ng any inconsistent provision of |aw

(i) the comm ssioner shall establish, subject to the approval of the
director of the budget, discrete rates of paynent for general hospitals
for the period July first, nineteen hundred ninety-six through Decenber
thirty-first, nineteen hundred ninety-nine and periods on and after
January first, two thousand for paynents under the nedical assistance
program pursuant to title eleven of article five of the social services
law for persons eligible for nedical assistance who are enrolled in
heal t h mai nt enance organi zations and for paynents under the famly
health plus program for persons enrolled in approved organizations
pursuant to title eleven-D of article five of the social services |aw
based on the conponents of rates of payment established pursuant to this
section for persons eligible for medical assistance who are not enrolled
i n health mai ntenance organi zations for a general hospital for such rate
period that reflect the estimated rei nbursable costs of direct mnedica
educati on expenses and indirect nedical education expenses in the deter-
m nation of:
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(A) [the hospital -specific average reinbursable inpatient operating
cost per discharge pursuant to subdivision six of this section, and

(B) group category average inpatient reinbursable operating cost per
di scharge pursuant to subdivision seven of this section, and

(C the operating cost conponent of rates of paynent pursuant to para-
graphs (f) and (k) of subdivision four of this section, and

(D) the operating cost conponent of rates of paynment in accordance
wi th paragraphs (e), (g) and (i) of subdivision four of this section for
general hospitals or distinct units of general hospitals not reinbursed
on the basis of case based paynents per discharge; and

(E) notwi t hstandi ng clauses (A) through (D) of this subparagraph, for
periods on and after Decenber first, two thousand nine,] the operating
cost conponent of rates of paynent subject to subdivision [thirty-five]
SEVENTEEN of this section, and

[(F) notwithstanding clauses (A) through [(D)] (C of this subpara-
graph, for periods on and after Decenber first, two thousand nine,]

(B) the operating cost conponent of rates of paynment subject to para-
graphs [(e-1), (e-2) and (1) of subdivision four] (B), (C AND (F) OF
SUBDI VI SI ON TWD of this section for general hospitals or distinct wunits
of general hospitals not reinbursed on the basis of case based paynents
per di scharge; and

(ii) such rates of paynent may be established by the comm ssioner on
any appropriate paynent basis, including a case mx adjusted per
di scharge basi s.

[(b) For patients discharged prior to January first, nineteen hundred
ni nety-seven, paynents to general hospitals for reinbursenment of inpa-
tient hospital services provided to patients eligible for paynents
pursuant to the conprehensive notor vehicle insurance reparations act;
or enrolled in a self-insured fund which provides for reinbursenent
directly to general hospitals on an expense incurred basis, with the
exception of those enrollees covered under a paynent rate nethodol ogy
agreenent in accordance with the provisions of paragraph (a) of subdivi-
sion two of this section; or insured under a commercial insurer |icensed
to do business in this state and authorized to wite accident and health
insurance and whose policy provides inpatient hospital coverage on an
expense incurred basis; or receiving inpatient hospital services pursu-
ant to an out-of-plan benefits system aut hori zed pursuant to section
four thousand four hundred six of this chapter, except where such out-
of -plan, inpatient hospital services are offered by an organi zation
organi zed pursuant to the not-for-profit corporation | aw or which neets
the qualifications of section 501(c) of the internal revenue code, shal
be case based paynents per discharge, for each diagnosis-related group
established in accordance with paragraph (a) of subdivision three of
this section, and equal to the case paynents to general hospitals
provided in accordance wth paragraph (a) of this subdivision for
services provided to subscribers of corporations organi zed and operating
in accordance with article forty-three of the insurance | aw, adjusted
for uncovered services, and increased by thirteen percent or, for
paynents pursuant to the workers' conpensation |aw, the volunteer fire-
fighters' benefit |aw and the vol unteer anbul ance workers' benefit |aw,
i ncreased by five percent. Funds received by a general hospital based on
the paynent differential applied pursuant to this paragraph shall be
hospital funds for patient care purposes. Wthout due cause genera
hospitals shall not refuse to accept direct paynments froma payor who
would otherwise be eligible to reinburse hospitals for inpatient
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services on a case based paynent per discharge in accordance with this
subdi vi si on

(b-1)] (BE) (i) For patients discharged on and after January first,
ni net een hundred ni nety-seven and prior to January first, tw thousand
and on and after January first, two thousand, paynents to general hospi-
tals for reinbursenment of inpatient hospital services provided to
patients eligible for paynents pursuant to the workers' conpensation
law, the volunteer firefighters' benefit [aw, the volunteer anbul ance
wor kers' benefit law, and the conprehensive notor vehicle insurance
reparations act shall be at the rates of paynent determ ned pursuant to
this section for state governmental agencies, excluding adjustnents
pursuant to subdivision [fourteen-f] SIX of this section and subdi vi sion
[thirty-three] SI XTEEN  of this section, excluding such further
reductions to such paynents as are enacted as part of the state budget
for the state fiscal year conmencing April first, two thousand ten and
excl udi ng such further reductions to such paynents as are enacted as
part of the state budget for state fiscal years conmencing on and after
April first, two thousand el even.

(ii) The provisions of paragraph [(d)] (A) of subdivision [eleven]
FIVE of this section shall continue to apply to such payors for payments
deternmi ned pursuant to this paragraph.

[(b-2)] (F) A payor included in the payor categories specified in
paragraph (a) [or (b-1)] of this subdivision shall not be provided the
option of paynent to a general hospital for inpatient services based on
the | ower of hospital charges or the case based paynent per discharge
deternmined in accordance with this section for a patient or apportioning
the appropriate case based paynment per discharge for a patient by
excl udi ng paynent for a preexisting condition or acquired condition
which has to be treated along with the reason for the adm ssion [or,
except as may affect qualification for paynents in accordance with para-
graph (b) or (d) of subdivision four of this section, for days wthin
the inlier stay determ ned to be nedically unnecessary].

[(c) Charge based paynents. For patients discharged prior to January
first, nineteen hundred ninety-seven, paynents to general hospitals for
rei mbursenent of inpatient hospital services provided to those for whom
a case based paynent per discharge systemis not authorized by paragraph
(a) or (b) of this subdivision, or who are not covered under the
provi si ons of paragraph (a) of subdivision two of this section, shall be
on the basis of the hospital's charges; provided, however, for these
patients the definition of a short stay patient pursuant to paragraph
(d) of subdivision four of this section shall apply, and rei nbursenent
to hospitals for such patients shall be at paynents devel oped in accord-
ance with paragraph (d) of subdivision four of this section, increased
by thirteen percent. The naxinmum anount to be charged to any charge
payi ng patient for a case shall be one hundred twenty percent of the
case based paynent per discharge as determ ned under paragraph (b) of
thi s subdivision for the diagnosis-related group with which the patient
is identified. Each general hospital shall establish a charge schedul e
and i npatient charges fromthis schedule shall be applied uniformy for
all inpatient charge based paynents made in accordance wth this
secti on.

(d) The comnponents of rates of paynment calculated in accordance wth
this section related to inpatient operating costs shall be based on
general hospital reinbursable inpatient operating costs used in deter-
mning paynents for services pursuant to section twenty-eight hundred
seven-a of this article during the rate period January first, nineteen
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hundred eighty-seven through Decenber thirty-first, nineteen hundred
ei ghty-seven (or for a distinct unit of a general hospital excluded from
case based paynents pursuant to paragraph (e) or (g) of subdivision four
of this section such distinct wunit reinbursable inpatient operating
costs), excluding inpatient operating costs related to services provi ded
to beneficiaries of title XVIIl of the federal social security act
(medicare) in accordance wth paragraph (g) of subdivision el even of
this section and adjusted to reflect the annualized cost inpact of rate
revisions or adjustnments, including the volune adjustnent and case m x
adj ustment for the nineteen hundred ei ghty-seven rate period, nade wth
respect to such services, which shall be defined as a general hospital's
or distinct unit's reinbursable inpatient operating cost base; a projec-
tion to the nineteen hundred eighty-eight rate period by the trend
factor determ ned in accordance with subdivision ten of this section;
and an increase to reflect special additional inpatient operating costs
deternmined and al l ocated in accordance with paragraph (e) of this subdi-
vi si on.

(e) General hospital special additional inpatient operating costs
shall be determ ned and al |l ocated anong general hospitals in accordance
wi th subparagraphs (i), (iii) and (iv) of this paragraph. For purposes
of conmputing group category average inpatient reinbursable operating
costs in accordance with paragraph (a) of subdivision seven of this
section and an equi val ent cost conponent for general hospitals that are
excl uded fromthe case based paynent per diagnosis-related group system
in accordance wth paragraph (e) or (g) of subdivision four of this
section special additional inpatient operating costs shall include an
additional increase determ ned and al |l ocated anong general hospitals in
accordance with subparagraph (ii) of this paragraph.

(i) The total cost increases pursuant to this subparagraph for al
general hospitals shall in the aggregate be one hundred thirty mllion
dollars for the nineteen hundred eighty-eight rate period to reflect
ni neteen hundred eighty-five costs incurred in excess of the trend
factor between ni neteen hundred ei ghty-one and ni neteen hundred eighty-
five, such cost increases to be projected from ni neteen hundred ei ghty-
ei ght to subsequent annual rate periods by the applicable trend factor,

and shall be allocated anong general hospitals in accordance with the
fol | owi ng net hodol ogy:
Fi ve hundred dollars per bed shall be allocated to costs of each

general hospital based on the total nunber of inpatient beds for which
the hospital is certified pursuant to the operating certificate issued
for such general hospital in accordance wth section twenty-eight
hundred five of this article in effect on January first, nineteen
hundr ed ei ghty-ei ght.

A factor of one quarter of one percent of a general hospital's reim
bursabl e i npatient operating cost base as defined in paragraph (d) of
this subdivision, trended through nineteen hundred eighty-eight, shal
be allocated to costs of general hospitals for technol ogy advances and a
further one quarter of one percent of such costs shall be allocated to
costs of general hospitals for increased activities related to quality
assurance and patient di scharge pl anni ng.

The bal ance of one hundred thirty mllion dollars after deducting the
dol | ar val ue of the per bed cost enhancenent and the dollar val ue of the
percentage cost enhancenents shall be allocated to costs of genera
hospital s based on the rati o of each general hospital's nineteen hundred
ei ghty-five cost incurred in excess of the trend factor between nineteen
hundr ed ei ghty-one and ni neteen hundred eighty-five in the follow ng
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di screte areas, sumed, to the total sum of such cost over trend of al
general hospitals applied to such bal ance: nmal practice insurance costs,
i nfecti ous and ot her waste disposal costs, water charges, direct mnedica
education expenses, working capital interest costs of hospitals that
qualified for distributions made in accordance wth paragraph (b) of
subdi vision sixteen of section twenty-eight hundred seven-a of this
article, costs of distinct psychiatric units excluded from case based
paynents per diagnhosis-related group, and anbul ance costs. For purposes
of this subparagraph, nineteen hundred eighty-five cost incurred in
excess of the trend factor between ni neteen hundred ei ghty-one and ni ne-
teen hundred eighty-five shall be cal cul ated for each such discrete area
based on a general hospital's inpatient operating costs for the fisca
year ending in nineteen hundred eighty-five, after excluding inpatient
operating costs related to services provided to beneficiaries of title
XVI1l of the federal social security act (medicare), for such discrete
area in excess of the hospital's conparabl e conponent of reinbursable
i npatient operating costs for its fiscal year ending in nineteen hundred
ei ghty-one, after excluding inpatient operating costs related to
services provided to beneficiaries of title XVIIl of the federal socia
security act (nedicare), trended through ni neteen hundred ei ghty-five by
t he appropriate conmponent of the trend factors and adjusted to reflect
approved decreases or increases in inpatient operating costs resulting
fromall rate adjustnents.

(ii) The total additional cost increases pursuant to this subparagraph
for all general hospitals shall in the aggregate be forty mllion
dollars for the nineteen hundred eighty-eight rate period, such addi-
tional cost increases to be projected from nineteen hundred ei ghty-ei ght
to the rate period by the applicable trend factor, to be all ocated anong
general hospitals in accordance with the foll ow ng nethodol ogy:

The additional increase of forty mllion dollars shall be allocated to
costs of general hospitals that are included in group categories estab-
| ished pursuant to paragraph (b) of subdivision seven of this section
based on the ratio of the nineteen hundred eighty-eight internediate
group operating costs of each such general hospital, and to costs of
general hospitals that are excluded from the case based paynent per
di agnosi s-related group systemin accordance with paragraph (e) or (g)
of subdivision four of this section based on the ratio of the nineteen
hundred eighty-eight internediate operating costs of each such genera
hospital, to the total sum of such internediate group operating costs
and internediate operating costs applied to the forty mllion dollars.
For purposes of this subparagraph, internediate group operating costs of
a general hospital shall be calculated in accordance wth rules and
regul ations adopted by the council and approved by the conm ssioner
based on the reinbursable inpatient operating cost base determned in
accordance with paragraph (d) of this subdivision of such general hospi -
tal; adjusted to exclude operating costs related to specialized hospital
services for which an alternative rei nbursenent nethodol ogy is adopted
pursuant to paragraph (e) or (g) or, if effective, (i) of subdivision
four of this section; and trended to the nineteen hundred ei ghty-eight
rate period by the trend factor determ ned in accordance wth subdivi-
sion ten of this section; and increased to reflect special additiona
i npati ent operating costs deternmined and allocated in accordance wth
subpar agraph (i) of this paragraph; and adjusted to exclude a factor for
operating costs of patients who required an alternate |evel of care in
accordance with paragraph (h) of subdivision four of this section; and
adj usted to exclude the conmponents of the trended rei nbursable inpatient
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operating cost base related to education, physician, anbul ance services
and organ acquisition costs determ ned in accordance with subparagraphs
(i), (iii) and (iv) of paragraph (c) of subdivision seven of this
section and nalpractice insurance costs, and the conponents of specia
addi tional inpatient operating costs determ ned and allocated in accord-
ance with subparagraph (i) of this paragraph associated wth cost
i ncreases in such costs. For purposes of this subparagraph, internediate
operating costs of a general hospital excluded fromthe case based
paynment per diagnosis-related group system shall be calculated in
accordance wth rules and regulations adopted by the council and
approved by the conm ssioner based on the reinbursable inpatient operat-
i ng cost base determ ned in accordance with paragraph (d) of this subdi-
vi sion of such general hospital; trended to the nineteen hundred eight-
y-eight rate period by the trend factor determ ned in accordance with
subdi vision ten of this section; and increased to reflect special addi-
tional inpatient operating costs determ ned and allocated in accordance
wi th subparagraph (i) of this paragraph; and adjusted to exclude a
factor for operating costs of patients who required an alternate |evel
of care devel oped consistent with the provisions of paragraph (h) of
subdi vi sion four of this section; and adjusted to exclude the conmponents
of the trended reinbursable inpatient operating cost base related to
educati on, physician, anbul ance services and organ acquisition costs
determ ned consistent wth the provisions of subparagraphs (i), (iii)
and (iv) of paragraph (c) of subdivision seven of this section and mal p-
ractice i nsurance costs, and the conponents of special additional inpa-
tient operating costs determined and allocated in accordance with
subpar agraph (i) of this paragraph associated wth cost increases in
such costs.

(ii1) Cost increases pursuant to this subparagraph shall be nade for
t he ni neteen hundred ninety-one rate period to reflect cost increases
incurred in excess of the trend factor and not included in the costs
used in determ ning paynents in accordance with paragraph (d) of this
subdi vi si on and subparagraphs (i) and (ii) of this paragraph. Such costs

shall in the aggregate be three hundred twenty-nine mllion dollars
excl usive of costs related to services provided to beneficiaries of
title XViIll of the federal social security act (medicare). Such costs

i ncreases shall be projected from ni neteen hundred ninety-one to subse-
guent annual rate periods by the applicable trend factor, and shall be
al | ocated anong general hospitals, except those general hospitals whose
base year for determ ning paynents for services in such facilities is
ni net een hundred ei ghty-seven, in accordance with the follow ng nethod-
ol ogy:

(A) Up to two hundred twenty-two mllion dollars shall be allocated
for | abor adjustnments. If the total of the adjustnments is less than two
hundred twenty-two million dollars, then the adjustnments shall be fully
funded. If the total of the adjustnments is nore than two hundred twen-
ty-two mllion dollars, then the adjustnent specified in accordance with
item (I1) of this clause shall be funded at the | ower of twenty percent
of the total anount allocated for |abor adjustments or its proportiona
share of the |abor adjustnments unless the | abor adjustment specified in
item (1) of this clause is |less than eighty percent of the total anount
all ocated for |abor adjustnments in which case the adjustnent specified
initem(Il) of this clause shall be equal to the difference between two
hundred twenty-two mllion dollars and the total amount of the adjust-
ment specified initem (1) of this clause.
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(1) A portion of the anmobunt allocated for |abor adjustnents shall be
for | abor cost increases related to registered nurses' salaries and
fringes (twenty percent of salaries) and an add-on for the ripple effect
on other health care professionals of at least thirty-five percent. Such
adjustnment shall cover both inpatient and outpatient cost incurred,
based on costs reported in a survey conducted by the departnent for the
period January first, nineteen hundred ninety through June thirtieth,
ni net een hundred ninety on forns specified by the conm ssioner and
received by the departnent no later than Novenber first, nineteen
hundred ni nety, annualized, in excess of nineteen hundred eighty-five
| abor costs related to registered nurses' salaries and fringes trended
to nineteen hundred ninety and the ni neteen hundred ei ghty-eight state-
wi de nurse salary adjustnent trended to nineteen hundred ninety by the
appropriate conponents of the trend factors adjusted to reflect the
effect of the annualization of nineteen hundred ninety data and the
result trended to ni neteen hundred ninety-one and shall be based exclu-
sively on regional experience. Such regional adjustment shall not be
| ess than zero. Each individual hospital within a region shall receive a
portion of the regional adjustnment equal to its share of the total inpa-
tient and outpatient reinbursable operating costs for the region excl ud-
ing costs related to services provided to beneficiaries of title XVl
of the federal social security act (mnedicare) and excluding direct
medi cal education costs.

(I'l1) A portion of the anmobunt allocated for |abor adjustnments shall be
for personnel costs other than those related to regi stered nurses' sal a-
ries and fringes and the ripple effect on other health care profes-
sionals. Such adjustment shall cover both inpatient and outpatient costs
i ncurred, based on costs reported in a survey conducted by the depart-
ment for the period January first, nineteen hundred ninety through June
thirtieth, nineteen hundred ninety on forns specified by the comm ssi on-
er and received by the departnent no |ater than Novenber first, nineteen
hundred ni nety, annualized, in excess of nineteen hundred eighty-five
personnel costs covered by this adjustnent trended to nineteen hundred
ninety and the annualized rate adjustnents approved in nineteen hundred
ei ghty-nine for personnel costs covered by this adjustnent for increased
hospital costs to neet additional state requirenments that becane effec-
tive July first, nineteen hundred eighty-nine trended to nineteen
hundred ninety by the appropriate conponents of the trend factors
adjusted to reflect the effect of the annualization of nineteen hundred
ninety data and the result trended to ni neteen hundred ni nety-one and
shall be based exclusively on regional data.

(I'11) I'n the event that federal financial participation in paynments
made for beneficiaries eligible for nedical assistance under title XX
of the federal social security act based upon the allocation and adjust-
ment specified initems (I) and (Il1) of this clause related to outpa-
tient costs as a conponent of such paynents is not approved by the
federal government then such outpatient costs shall not be considered in
cal cul ating such adj ust nent.

(B) Health personnel devel oprent.

Four mllion five hundred thousand dollars shall be allocated for
| abor adjustnments to be nade avail able for health occupation devel opnent
and workplace denonstration progranms authorized pursuant to section
twenty-ei ght hundred seven-h of this article. The conmm ssioner is
directed to nmake rate adjustnents subject to the approval of the direc-
tor of the budget to cover the cost of such programs, which shall be
made avail able for the duration of such prograns.
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(C© Thirty-three mllion dollars shall be allocated for technol ogy
advances and changes in nedical practice. A fixed anount per bed shal
be allocated to the costs of each general hospital based on the total
nunber of inpatient beds for which the general hospital 1is certified
pursuant to the operating certificate issued for such general hospital
I n accordance with section twenty-eight hundred five of this article in
effect on June thirtieth, nineteen hundred ninety.

(D) Thirty-four mllion dollars shall be allocated to those general
hospi tal s providi ng conprehensive health care to the conmunities they
serve as determ ned by the comm ssioner pursuant to regul ati ons approved
by the <council. Conprehensive health care includes providing and/or
accommodating patients' health care needs at the appropriate levels and
settings of care, and reaches outside of traditional inpatient services
to outpatient and other services. Factors to be considered in deciding
whi ch general hospitals are providing conprehensive health care and the
size of the adjustnment shall include but not be limted to: <clinic and
enmer gency room vol unme conpared to inpatient volume (neasured using total
vol une and/or volune related to nedicaid and nedically indigent
patients); nunber and type of clinic services offered; availability of
services; whether the general hospital is an AIDS designated center,
prenatal care assistance program provider, home health care provider,
trauma center, burn center; whether the general hospital offers neonatal
intensive care services, dialysis services, birthing center backup
agreenents, AIDS outpatient prograns, specific nental health, drug and
al cohol programs including outpatient and energency services and those
desi gnat ed pursuant to section 9.39 of the nental hygiene law, and
whet her the general hospital's emergency roomis designated as a 911
receiving hospital. In the event that federal financial participation in
paynments nade for beneficiaries eligible for nedical assistance under
title XIX of the federal social security act based upon the adjustnent
specified in this clause as a conponent of such paynents is not approved
by the federal governnment because of the inclusion of outpatient
services then such outpatient services shall not be considered in cal cu-
lating such adjustment. |If such exclusion results in the allocation for
t hi s adj ustnent not being spent, then any unspent portion shall be real-
| ocated to further fund the adjustnments specified in clauses (D) and (E)
of this subparagraph in the sane proportion as their original funding.

(E)(1) Twenty-six mllion dollars shall be allocated to the costs of
general hospitals based on the ratio of each general hospital's nineteen
hundred eighty-nine cost incurred in excess of the trend factor between
ni net een hundred ei ghty-five and nineteen hundred eighty-nine in the
certain discrete areas, sumed, to the total sum of such cost over trend

of all general hospitals applied to the total funds under this allo-
cation. Such discrete cost areas shall include but not be I|imted to:
i nfectious and other waste disposal costs, universal precautions, work-
ing capital interest costs, costs for asbestos renoval, costs of |ow

osnolality contrast nedia, nalpractice costs, water and sewer charges,
anbul ance costs and costs related to designation as a trauna center. For
pur poses of this clause, nineteen hundred eighty-nine cost incurred in
excess of the trend factor between nineteen hundred eighty-five and
ni net een hundred ei ghty-nine shall be cal culated for each such discrete
area based on a general hospital's inpatient operating costs for the
fiscal year ending in nineteen hundred eighty-nine, after excluding
i npatient operating costs related to services provided to beneficiaries
of title XVIIl of the federal social security act (nedicare), for such
discrete area in excess of the hospital's conparabl e conponent of reim
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bursabl e i npatient operating costs for its fiscal year ending in nine-
teen hundred eighty-five, after excluding inpatient operating costs
related to services provided to beneficiaries of title Xvill of the
federal social security act (medicare), trended through nineteen hundred
eighty-nine by the appropriate conmponent of the trend factors and
adjusted to refl ect approved decreases or increases in inpatient operat-
ing costs resulting fromall rate adjustnents.

(I'1) Any funds all ocated under this clause and not distributed pursu-
ant to item(l) of this clause shall be allocated for the following: to
rei nburse for a portion of the cost increases incurred above the trend
factor between nineteen hundred ei ghty-one and ni net een hundred ei ghty-
five for those discrete cost areas specified in the |ast paragraph of
subparagraph (i) of paragraph (e) of this subdivision as added by chap-
ter two of the | aws of nineteen hundred eighty-eight and not reinbursed
in accordance wth such paragraph. Such funds shall be allocated to
general hospitals in the sane manner as specified in such paragraph.

(F) Seven million two hundred thousand dollars shall be allocated to
account for the increase in the nunber of patients admtted through the
enmergency room and the high costs of treating such patients which has
resulted in an increase in severity within diagnosis related groups.
Such funds shall be allocated to general hospitals based on the nineteen
hundred eighty-nine hospital-specific data on increased adm ssions
through the enmergency room since nineteen hundred ei ghty-one, excluding
those admi ssions related to providing services to beneficiaries of title
XVI1l of the federal social security act (medicare).

(G Two hundred fifty dollars per bed shall be allocated to the costs
of each general hospital having two hundred or |less certified acute care
beds and classified as a rural hospital for purposes of deternining
paynent for inpatient acute care services provided to beneficiaries of
title XVI1'1 of the federal social security act (nedicare) or under state
regul ations, for recruiting and retaining health care personnel, based
on the total nunber of inpatient acute care beds for which such genera
hospital is certified pursuant to the operating certificate issued for
such general hospital in accordance with section twenty-eight hundred
five of this article in effect on June thirtieth, nineteen hundred nine-
ty.
(H One million dollars shall be allocated to assist general hospitals
involved in a nerger, acquisition, or consolidation in neeting the costs
associated wth such nerger, acquisition, or consolidation on or after
January first, nineteen hundred ninety-one. The conmm ssioner shall rmake
rate adjustnents for such allocations.

(1) Five hundred thousand dollars shall be allocated for a practition-
er placenment program to assist general hospitals in the placenent of
physi ci ans and other health care practitioners to practice prinary
health care and/or dentistry in wunderserved areas, to serve the
nmedi cal | y needy, and including services with affiliated community based
providers. The commi ssioner shall nmake rate adjustnments for such allo-
cations. Notw t hstandi ng any inconsistent provision of this subdivision,
this clause shall not apply in rate periods conmencing on or after Janu-
ary first, nineteen hundred ninety-four.

(iv) Cost increases pursuant to this subparagraph shall be made for
the nineteen hundred ninety-four rate period to reflect cost increases
incurred in excess of the trend factor and not included in the costs
used in determning paynents in accordance with paragraph (d) of this
subdi vi si on and subparagraphs (i), (ii) and (iii) of this paragraph.
Such costs shall in the aggregate be one hundred seventy-three mllion
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dol | ars exclusive of costs related to services provided to beneficiaries
of title XVIIl of the federal social security act (nmedicare). Such cost
i ncreases shall be projected from ni neteen hundred ninety-four to subse-
guent annual rate periods by the applicable trend factor, and shall be
al | ocated anong general hospitals in accordance with the follow ng neth-
odol ogy:

(A) Forty-six mllion dollars shall be allocated to the costs of
general hospitals for treating tuberculosis patients. Each genera
hospital shall receive a portion of this total equal to its share of the
statewi de total of inpatient tubercul osis discharges based on the nost
recent twelve nonth period for which data is avail abl e.

(B) Sixty-three mllion dollars shall be allocated for |abor adjust-
ments in accordance with the foll owi ng nmet hodol ogy:
(I') Fifty-five mllion dollars shall be for |[Iabor cost increases

incurred prior to June thirtieth, nineteen hundred ninety-three. Each
general hospital shall receive a portion of this total equal to its
share of the statewi de total of inpatient and outpatient reinbursable
operating costs based on nineteen hundred ninety data excluding costs
related to services provided to beneficiaries of title XVIII of the
federal social security act (nedicare) and excluding direct nedica
educati on costs.

(I'1) Eght mllion dollars of the amount to be allocated for |abor
adj ustments pursuant to this clause shall be distributed to genera
hospitals located in the counties of Uster, Sullivan, Oange, Dutchess,
Put nam  Rockl and, Colunbia, Delaware and Westchester, to account for
prior disproportionate increases in unreinbursed | abor costs. Each indi-

vi dual hospital shall receive a portion of the eight mllion dollars
equal to its share of the total inpatient and outpatient reinbursable
operating costs based on nineteen hundred ninety data for all hospitals
located in the above-referenced counties excluding costs related to
services provided to beneficiaries of title XVIIlI of the federal socia
security act (nmedicare) and excluding direct nedical education costs.

(C©O Fifty-five mllion dollars shall be allocated to the costs of

i ncreased activities related to regulatory conpliance, universal precau-
tions and infection control related to AIDS, tuberculosis, and other
i nfectious diseases, including the training of enployees with regard to
i nfection control, and for infectious and other waste disposal costs. A
fixed anpbunt per bed shall be allocated to the costs of each genera

hospital based on the total nunmber of inpatient beds for which the
general hospital is certified pursuant to the operating certificate
i ssued for each general hospital in accordance with section twenty-eight
hundred five of this article in effect on August twenty-fourth, nineteen
hundred ni nety-three.

(D) Three mllion dollars shall be allocated as foll ows:

(1) Two hundred fifty dollars per bed shall be allocated to the costs
of each general hospital having two hundred or |less certified acute care
beds and classified as a rural hospital for purposes of deternining
paynment for inpatient services provided to beneficiaries of title Xvil
of the federal social security act (nedicare) or under state regu-
| ations, in recognition of the unique costs incurred by these facilities
in conplying with state regul ations, based on the total nunber of inpa-
tient acute care beds for which such general hospital is certified
pursuant to the operating certificate issued for such general hospital
in accordance with section twenty-eight hundred five of this article in
ef fect on August twenty-fourth, nineteen hundred ninety-three.
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(I'1) The renmi nder shall be allocated on a proportional basis to the
costs of each general hospital <classified as a rural hospital for
pur poses of determ ning paynent for inpatient services provided to bene-
ficiaries of title XVIIl of the federal social security act (nedicare)
or under state regulations, in recognition of the unique costs incurred
by these facilities to provide hospital services in renote or sparsely
popul at ed areas, according to the foll ow ng nethodol ogy:

(1) the net income, or the net |oss expressed as a negative, as a
proportion of the net patient revenue, of each such hospital, based on
operating results for the nineteen hundred ninety and ni neteen hundred
ni nety-one rate years, shall be conputed and averaged, and expressed as
a percent age;

(2) each such resulting percentage average shall be multiplied by each
such hospital's nunmber of inpatient beds for which such hospital is
certified pursuant to the operating certificate issued for such hospital
in accordance with section two thousand ei ght hundred five of this arti-
cle in effect on June thirtieth, nineteen hundred ninety, and such
resulting products for all such hospitals shall be sumed, and such sum
shall be divided by the total of all such beds for all such hospitals,
and the resulting quotient shall be the weighted average rural operating
mar gi n expressed as a percentage; and

(3) one percentage point shall be subtracted from each such hospital's
average net operating margin, and the resulting difference shall be
di vi ded by the wei ghted average rural operating margin; and

(4) (a) if the quotient resulting from the conputation in subitem
three above is less than zero, then the absolute val ue of such quotient
shall be multiplied by each such hospital's nunber of inpatient beds for
whi ch such hospital is certified pursuant to the operating certificate
issued for such hospital in accordance with section two thousand ei ght
hundred five of this chapter in effect on June thirtieth, nineteen
hundred ninety, such product shall be multiplied by one hundred fifty
dol | ars, and such resulting anount shall be such hospital's adjustnment
pursuant to this cl ause;

(b) if the quotient resulting fromthe conputation in subitemthree
above is zero or greater, such hospital's adjustment pursuant to this
cl ause shall be zero; and

(c) provided, however, that if the total of all such adjustnents so
conmput ed exceeds the anmobunt to be allocated in accordance wth this
item each such hospital's adjustnent shall be proportionately reduced.

(E) Three miIlion dollars shall be allocated to assist general hospi-
tals involved in a nerger, acquisition, or consolidation in nmeeting the
costs associated wth such nerger, acquisition, or consolidation on or
after January first, nineteen hundred ninety-four. The conmm ssioner
shall make rate adjustnments for such allocations.

(F) (1) ©One mllion five hundred thousand dollars shall be all ocated
for enhanced rates for general hospitals participating within a rura
health network as defined in subdivision tw of section twenty-nine
hundred fifty-one of this chapter. Such rate enhancenents shall be
established only for inpatient services provided by such hospitals
through the witten rural health network agreenent, where such services
have been approved for enhanced rates by the comm ssioner. Notw thstand-
ing any inconsistent provision of law, such enhanced rates shall be
subject to the availability of federal financial participation pursuant
to title XIX of the federal social security act in expenditures made for
eligible patients, including pooling arrangenments and vol une adjust-
nments, provided, however that such enhanced rates shall not affect the
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calculation for any other general hospital of the group price conponent
cal cul ated pursuant to subparagraph (i) of paragraph (a) of subdivision
seven of this section.

(I'1) One mllion five hundred thousand dollars shall be allocated for
enhanced rates for general hospitals participating within a centra
services facility rural health network as defined in subdivision three
of section twenty-nine hundred fifty-one of this chapter. Such rate
enhancenents shall be established only for inpatient services provided
by such hospitals through the network operational plan, where such
services have been approved for enhanced rates by the conm ssioner.
Not wi t hst andi ng any i nconsi stent provision of |aw, such enhanced rates
shall be subject to the availability of federal financial participation
pursuant to title XIX of the federal social security act in expenditures
made for eligible patients, including pooling arrangenents and volune
adj ustments, provided, however that such enhanced rates shall not affect
the cal cul ation for any other general hospital of the group price conpo-
nent cal cul ated pursuant to subparagraph (i) of paragraph (a) of subdi-
vi sion seven of this section.

(f) The comm ssioner and the state director of the budget shal
consider providing a supplenmentary increase to general hospital reim
bursabl e i npatient operating costs for purposes of conputing rates of
paynment for annual rate periods beginning on or after January first,
ni net een hundred ei ghty-nine in accordance with this section for reason-
abl e and necessary supplenentary cost increases in general hospital
operating costs for such rate period or periods based on increased mni-
mum standards and procedures relating to general hospital operating
certificates adopted by the council and approved by the conm ssioner or
state initiatives related to recruitnment or nmintenance of an appropri-
ate |l evel of personnel providing professional services to patients. Any
such supplenentary increase shall be allocated to costs of genera
hospitals in accordance with rules and regul ati ons adopted by the coun-
cil and approved by the commi ssioner.

(g) Hospital discharges for purposes of conputing case based paynents
per di scharge pursuant to this section shall be based on the nunber of
patient discharges during the rate period from January first, nineteen
hundred ei ghty-seven through Decenber thirty-first, nineteen hundred
ei ghty-seven excl udi ng di scharges of beneficiaries of title XVIII of the
federal social security act (nedicare) and adjusted as provided in
specific provisions of this section, or the nunber of such patient
di scharges during a recent twelve nonth period prior thereto established
by regul ation for which data are avail abl e subsequently reconcil ed by an
adjustnment to reflect nineteen hundred ei ghty-seven di scharge dat a.

(h) Notw thstanding any inconsistent provision of this section,
commenci ng April first, nineteen hundred ninety-five:

(i) rates of paynent for patients eligible for paynents nmade by state
government al agenci es shall be reduced by the commi ssioner to reflect an
exclusion from reinbursable inpatient operating costs conmencing Apri
first, nineteen hundred ninety-five of the special additional inpatient
operating costs determned and allocated anong general hospitals in
accordance with clause (C) of subparagraph (iii) and clause (C of
subpar agraph (iv) of paragraph (e) of this subdivision and the factor of
one quarter of one percent of general hospitals' reinbursable inpatient
operating cost base allocated to costs of general hospitals for technol -
ogy advances in accordance with subparagraph (i) of paragraph (e) of
thi s subdivi sion; and
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(ii) general hospitals nmay not request and the commi ssioner shall not
consi der any pending or further appeals for an adjustnent to rates of
paynent based on costs associated with technol ogy advances and changes
i n nmedical practice and such adjustnents to reinbursable inpatient oper-
ating costs pursuant to clause (C) of subparagraph (iv) of paragraph (e)
of this subdivision.

(ii1) Notwithstanding the foregoing, or any other provision of this
section, the comm ssioner may establish pass through paynents, or other
appropriate methodol ogies, for the period endi ng Decenber thirty-first,
two thousand three for innovative nmedical device advances for which the
federal centers for nedicare and nedicaid services adopts new codes to
the hospital inpatient prospective paynment systemprior to the federa
food and drug adm nistration's approval of such nedical device.

(i) For the rate period July first, two thousand seven through March
thirty-first, two thousand eight and for rates applicable to the state
fiscal year comencing April first, two thousand eight, and each state
fiscal year thereafter through March thirty-first, two thousand nine,
and for the period April first, two thousand ni ne through Novenber thir-
tieth, two thousand nine, provided, however, that for the period Apri
first, two thousand nine through Novenber thirtieth, two thousand nine
the aggregate rate adjustnents cal cul ated pursuant to subparagraph (ii)
of this paragraph shall not exceed four mllion dollars, and contingent
upon the availability of federal financial participation:

(i) The comm ssioner shall adjust inpatient nedical assistance rates
of paynment cal cul ated pursuant to this section for public hospitals
other than non-state public hospitals located in a city with a popu-
| ation of nore than one mllion persons, that neet the targeted nedicaid
di scharge percentage in accordance with the nethodology set forth in
subparagraph (ii) of this paragraph. For purposes of this paragraph,
"targeted nedicaid di scharge percentage" shall nean that at |east seven-
teen and one-half percent of a public hospital's total discharges were
patients eligible for paynments under the nedical assistance program
pursuant to title eleven of article five of the social services |aw,
including those enrolled in health nmaintenance organizations, and
patients eligible for paynents under the famly health plus program
pursuant to title eleven-D of article five of the social services |aw,
based on data reported in such hospital's institutional cost report
submtted for the two thousand four period and filed with the depart nment
by Novenber first, two thousand six. Any hospital that nmeets the filing
deadl i ne shall have until June first, tw thousand seven to submt
revised and corrected data schedules in such institutional cost report
whi ch established eligibility for such adjusted rate.

(ii) The aggregate anount of rate adjustnents cal culated pursuant to
this paragraph shall not exceed six mllion dollars for each rate peri -
od. Such anount shall be allocated proportionally based on the relative
nunbers of nedi caid di scharges anong those public hospitals eligible for
rate adjustnments in accordance with subparagraph (i) of this paragraph
based on each such hospital's reported nedi cal assistance data specified
i n subparagraph (i) of this paragraph. Such anounts shall be included as
an add-on to nedical assistance inpatient rates of paynent, excluding
exenpt unit rates, and shall not be reconciled to reflect changes in
medi cal assistance utilization between two thousand four and the current
rate year.

(j) For the rate period July first, two thousand seven through March
thirty-first, two thousand eight and for rates applicable to the state
fiscal year commencing April first, two thousand eight, and each state
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fiscal year thereafter through March thirty-first, two thousand nine and
for the period April first, two thousand nine through Novenber thirti-
eth, two thousand nine, provided, however, that for the period Apri
first, two thousand nine through Novenber thirtieth, two thousand nine
the aggregate rate adjustnents cal cul ated pursuant to subparagraph (ii)
of this paragraph shall not exceed twenty-eight mllion dollars, and
contingent upon the availability of federal financial participation:

(i) The comm ssioner shall adjust inpatient nedical assistance rates
of paynent calculated pursuant to this section for voluntary hospitals
ot her than voluntary hospitals located in a city with a population of
nore than one million persons that neet the targeted nedi cai d discharge
percentage in accordance with the nethodol ogy set forth in subparagraph
(ii) of this paragraph. For purposes of this paragraph, "targeted Medi -
cai d di scharge percentage"” shall nmean between seventeen and one-half
per cent and thirty-five percent of a voluntary hospital's total
di scharges were patients eligible for paynments under the nedical assist-
ance program pursuant to title eleven of article five of the socia
services law, including those enrolled in health maintenance organi za-
tions, and patients eligible for paynents under the famly health plus
program pursuant to title eleven-D of article five of the socia
services | aw, based on data reported in such hospital's institutiona
cost report submitted for the two thousand four period and filed with
t he departnent by Novenber first, two thousand six. Any hospital that
neets the filing deadline shall have until June first, two thousand
seven to submt revised and corrected data schedules in such institu-
tional cost report which established eligibility for such adjusted rate.

(ii) The aggregate anount of rate adjustnents cal cul ated pursuant to
thi s paragraph shall not exceed forty-two mllion dollars for each rate
period. Such amount shall be allocated proportionally based on relative
nunbers of nedicaid di scharges anong those voluntary hospitals eligible
for rate adjustnents in accordance wth subparagraph (i) of this para-
graph based on each such hospital's reported nedical assistance data
specified in subparagraph (i) of this paragraph. Such amounts shall be
i ncluded as an add-on to nedical assistance inpatient rates of paynent,
excluding exenpt wunit rates, and shall not be reconciled to reflect
changes in nedical assistance utilization between two thousand four and
the rate year.

(k) Subject to the availability of federal financial participation,
t he conmi ssioner shall adjust inpatient rates of paynent for non-public
general hospitals located in a city with a popul ation of nore than one
mllion persons for the follow ng periods and in the follow ng anounts
in order to ensure neaningful access to the hospital's services and
reasonabl e accommodation for all nedicaid patients who require | anguage
assi st ance:

(i) for the period July first, tw thousand seven through Decenber
thirty-first, two thousand seven, thirty-eight mllion dollars shall be
all ocated proportionally to such hospitals based on fifty percent of
each such hospital's reported general clinic nedicaid visits and fifty
percent on each such hospital's reported nedicaid inpatient discharges,
as reported in each hospital's two thousand four institutional cost
report, as submtted to the departnment prior to Novenber first, two
t housand six, to the total of all such general clinic visits reported by
all such hospitals.

(ii) for the period April first, two thousand eight through March
thirty-first, two thousand nine, and each state fiscal year thereafter
t hrough Novenber thirtieth, two thousand nine, thirty-eight mllion
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dollars shall be allocated on an annualized basis for such purpose to
such hospitals in accordance with the methodol ogy set forth in subpara-
graph (i) of this paragraph, provided, however, that thirty percent of
such funds shall be allocated proportionally, based on the nunber of
foreign | anguages utilized by one or nore percent of the residents in
each hospital total service area popul ation, provided, however, that for
the period April first, two thousand nine through Novenber thirtieth,
two thousand nine, such allocation shall be reduced to twenty-five
mllion three hundred thirty-three thousand doll ars.

(1) Effective for periods on and after July first, two thousand seven
t hrough Novenber thirtieth, two thousand nine:

(i) Subject to the availability of federal financial participation,
the comm ssioner shall adjust inpatient nmedical assistance rates of
paynment calculated pursuant to this section for general hospitals
located in the counties of Nassau and Suffolk in accordance with the
net hodol ogy set forth in subparagraph (ii) of this paragraph. For
purposes of this paragraph, "nedicaid inpatient discharges" shall nean
the total nunber of such general hospital's discharges where the
patients were eligible for paynments under the nedical assistance program
pursuant to title eleven of article five of the social services |aw,
including those enrolled in health nmaintenance organizations, and
patients eligible for paynments wunder the famly health plus program
pursuant to title eleven-D of article five of the social services |[aw,
based on data reported in such hospital's institutional cost report
submtted for the two thousand four period and filed with the departnment
by Novenber first, two thousand six.

(ii) The amount of rate adjustnents cal cul ated pursuant to this para-
graph shall not exceed five mllion dollars in the aggregate annually.
Such armount shall be allocated proportionally based on the relative
nunbers of nedicaid discharges anong those general hospitals eligible
for rate adjustnents in accordance with subparagraph (i) of this para-
graph based on each such hospital's reported nedical assistance data

speci fied in subparagraph (i) of this paragraph. Such amounts shall be
included as an add-on to nedical assistance inpatient rates of paynent,
excl udi ng exenpt unit rates, and shall not be reconciled to reflect

changes in nedical assistance utilization between two thousand four and
the current rate year.

2. Special paynent rate nethodol ogy agreenents, negotiated rates. (a)
Any paynent rate nethodol ogy agreenment negoti ated between a self-insured
and self-admnistered fund and a specific general hospital or its
successor which was in effect on May first, nineteen hundred eighty-five
shall be permitted to continue with such fund, or a self-insured and
self-adm nistered fund related in interest to such fund through nerger,
consol i dation or corporate reorgani zati on subsequent to May first, nine-
teen hundred eighty-five, as long as any revision to such nethodol ogy
does not provide nore of an econom c advantage to the fund than the
previ ous agreenent. A general hospital which has any such agreenent
shall file with the conm ssioner information regardi ng each such agree-
ment, as nay be required by regulations adopted by the council and
approved by the conmm ssi oner.

(b)(i) Nothing in this section shall prohibit the establishnment of
special paynment rate nethodologies in arrangenents between genera
hospitals and health maintenance organi zati ons operating in accordance
with the provisions of article forty-three of the insurance law or arti -
cle forty-four of this chapter, provided the conm ssioner has been noti -
fied of the proposed arrangenent, has reviewed such proposed arrangenent
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and has issued his witten approval of the arrangenent. The conmm ssi oner
shall not approve such an arrangenent if it would result in paynents to
a general hospital for inpatient services provided to subscribers of
health rmai ntenance organizations which in the aggregate are | ess than
what ot herwi se would have been paid under the provisions of this
section, unless the health maintenance organi zati on denonstrates that
such | ower paynents are justified because the arrangenment will result in
| oner costs to the general hospital, and the paynents approxi mate costs.
Such arrangenents nay be approved by the comm ssioner to: integrate the
medi cal delivery functions of the health mai ntenance organi zation with

the nedical delivery functions of the hospital, including but not limt-
ed to joint staffing arrangenents or pre-adm ssion testing arrangenents;
or integrate the nmethod of paynent and financial incentives to the

hospital wth the nethod of paynent and financial incentives to physi-
cians or other providers in the health nmaintenance organization; or
integrate the nethod of paynent and financial incentives to the hospital
with the health mai ntenance organi zation, including, but not limted to,
bed leasing or capitation paynents. Notw thstandi ng any inconsi stent
provi sion of this section, for periods beginning on or after January
first, nineteen hundred ninety-four, negotiated agreenents between
health rmai ntenance organizations and general hospitals which were
approved by the comm ssioner and which were in effect on Decenber thir-
ty-first, nineteen hundred ninety-three, nmay continue.

(ii) Notw thstanding any inconsistent provisions of this section,
health rmai ntenance organizations operating in accordance wth the
provisions of article forty-three of the insurance law or article
forty-four of this chapter, having enrollees eligible for inpatient
general hospital paynents as beneficiaries of title XVIII of the federa
social security act (nedicare) shall reinburse general hospitals for
i npatient services for these enrollees in accordance with the provisions
contained in title XVIIl of the federal social security act (medicare).

(c) Special paynment rate nethodology agreenents other than those
permtted in accordance with the provisions of paragraphs (a) and (b) of
t hi s subdivision shall not be authorized, and no other arrangenments wth
a general hospital for inpatient rates of paynment other than those
established in accordance with this section shall be negoti at ed.

(d) Notw thstandi ng any inconsistent provision of |aw, the provisions
of paragraphs (a), (b) and (c) of this subdivision shall not apply to
paynents for patients discharged on or after January first, nineteen
hundr ed ni nety-seven.

3. Diagnosis-related groups and weights. (a) The comm ssioner shal
establish as a basis for case classification for case based rates of
paynent the sane system of diagnosis-related groups for classification
of hospital discharges as established for purposes of reinbursenent of
i npatient hospital service pursuant to title XVIII of the federal socia
security act (nedicare) in effect on the first day of July in the vyear
preceding the rate period. However, the council nay adopt rules and
regul ati ons, subject to the approval of the conm ssioner, to adjust such

di agnosi s-related groups or establish additional di agnosi s-rel at ed
groups to reflect subsequent revisions applicable to reinbursenent for
di scharges of beneficiaries of title XVIIlI of the federal social securi-

ty act (nedicare) effective subsequent to the first day of July in the
year preceding the rate period, or to identify nmedically appropriate
patterns of health resource use efficiently and economcally provided.
No such regulations, however, except those to reflect subsequent
revi sions applicable to rei nbursenent for discharges of beneficiaries of
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title XVI11 of the federal social security act (nedicare) or for changes
made to di agnosis-rel ated groups for neonatal services and services to
acquired imune deficiency syndrome (AIDS) patients shall apply to the
rate period beginning January first, nineteen hundred eighty-eight. For
subsequent rate periods regul ations other than those to reflect subse-
guent revisions applicable to reinbursenent for discharges of benefici-
aries of title XVIIl of the federal social security act (nedicare) nay
in addition apply to changes to the diagnosis-related groups for other
services, including but not limted to, pediatric services; provided,
however, that psychiatric and rehabilitation services shall not be
i ncl uded.

Not wi t hst andi ng section one hundred twel ve or one hundred seventy-four
of the state finance law or any other law, rule or regulation to the
contrary, the conm ssioner my contract wth a vendor for nom na
consi deration to develop the specifications for the adjusted or addi-
tional diagnosis-related groups if the conmm ssioner certifies to the
conptroller that such contract is in the best interest of the health of
the people of the state. Notw thstandi ng that such specifications shal
be avail able pursuant to article six of the public officers law, such
contract may provide that the specifications for such adjusted or addi-
ti onal diagnosis-related groups provided by the vendor shall be subject
to copyright protection pursuant to federal copyright |aw

(b) The net hodol ogy for assignnent of patient discharges within diag-
nosi s-rel ated groups applicable for purposes of deterni ning paynents for
di scharges of beneficiaries of title XVIIlI of the federal social securi-
ty act (nedicare) in effect on the first day of July in the year preced-
ing the rate period, revised to reflect such adjustnents as nmay be nade
to the diagnosis-related group classification system pursuant to para-

graph (a) of this subdivision, shall be applied to assign specific
patient discharges wthin t he di agnosi s-rel ated groups established
pursuant to paragraph (a) of this subdivision. The council nmay adopt

rules and regulations, subject to the approval of the comm ssioner, to
revi se the nethodol ogy for the assignnment of specific patient discharges
within the diagnosis-related groups to reflect revisions to the nethod-
ol ogy applicable for purposes of determ ning paynents for discharges of
beneficiaries of title XVIIl of the federal social security act (nedi-
care) effective subsequent to the first day of July in the year preced-
ing the rate period.

(c) (i) The conmi ssioner shall determne an appropriate weighting
factor for each diagnosis-related group which reflects the relative
general hospital resources used by all patients, other than benefici-
aries of title XVIIl of the federal social security act (medicare), with
respect to discharges classified wthin that diagnosis-related group
conpared to discharges classified within other diagnosis-related groups.
For rate periods during the period January first, nineteen hundred
ei ghty-ei ght through Decenmber thirty-first, nineteen hundred ninety, the
appropriate weighting factor for each diagnosis-related group shall be
determ ned using nineteen hundred eighty-five costs and statistics for a
representative sanple of general hospitals. For rate periods during the
period January first, nineteen hundred ninety-one through Decenber thir-
ty-first, nineteen hundred ninety-three, the appropriate weighting
factor for each diagnosis-related group shall be determ ned using nine-
teen hundred eighty-nine costs and statistics for a representative
sanpl e of general hospitals. For rate periods during the period January
first, nineteen hundred ninety-four through Decenber thirty-first, nine-
teen hundred ninety-nine and on and after January first, two thousand
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t hrough Decenber thirty-first, two thousand seven, the appropriate
wei ghting factor for each diagnosis-related group shall be determ ned
usi ng ni neteen hundred ninety-two costs and statistics for a represen-
tative sanple of general hospitals. For rate periods on and after Janu-
ary first, two thousand eight, the appropriate weighting factor for each
di agnosi s-rel ated group shall be determned using tw thousand four
costs and statistics for a representative sanple of general hospitals,

and, further, the conmputation of the group average arithnmetic inlier
| engt h-of -stays for each diagnostic related group, as otherw se deter-
m ned in accordance with applicable regulations, shall utilize two thou-
sand four data as reported to the departnent, and, be based on a repre-
sentative sanple of general hospitals, and further, the short-stay and
| ong-stay length-of-stay trinpoints, as otherw se determned in accord-
ance wth applicable regulations, shall be conmputed utilizing two thou-
sand four data as reported to the departnment and based on a represen-
tative sanple of general hospitals. Provided however, that if the
department does not rel ease updated data and docunentation described in
subparagraph (iii) of this paragraph, the effective rate period shall be
April 1, 2008. Discharges and costs related to the exceptions to case
paynment provided in accordance with paragraphs (e), (g) and (i) of
subdivision four of this section shall be elininated fromthe costs and
statistics used in determning the appropriate weighting factors, while
the cost factor related to the exception provided in paragraph (h) of
subdi vision four of this section shall be elimnated. The costs and
statistics for the case paynment nodifications cal cul ated pursuant to
par agraphs (a), (b), (c) and (d) of subdivision four of +this section
shall be elimnated in accordance with par agr aph (c) of subdivision six
of this section. Costs related to education, physician, anbulance
services and organ acquisition identified consistent with the provi si ons
of paragraph (c) of subdivision seven of this section and costs rel ated
to mal practice insurance shall also be elimnated. The council nay adopt
rul es and regul ati ons, subject to the approval of the comm ssioner, to
prospectively adjust weighting factors determ ned in accordance with
this paragraph to reflect changes in nedical technology. After the
conmmi ssioner issues rate certifications pursuant to subdivision four of
section twenty-eight hundred seven of this article the conmm ssioner
shall expeditiously nmake available for inspection by general hospitals
and payors the data, consistent with appropriate departnent procedures
for the release and protection of confidential data, and the nethodol ogy
utilized to determ ne the appropriate weighting factors.

(ii) Notwithstanding any contrary provision of |aw, the case mx
adjustnment to the operating conponent of per diemrates of paynent paid
to general hospitals or units of general hospitals that are exenpt from
case based paynents, as determi ned in accordance with subdivision four
of this section and as otherw se conputed in accordance with applicable
regul ations, shall, for periods on and after January first, two thousand
ei ght, be conputed utilizing the diagnosis-related group classification
system in effect for the rate year for inpatient case based nedicaid
rates of paynment and the related per day cost weights calculated using
two thousand four data as reported to the departnent and based on a
representative sanple of general hospitals. For rate periods on and
after the two thousand eleven rate period, such case m x adjustnment
shall utilize the same base period data as determ ned in accordance with
par agraph (e) of this subdivision.

(ii1) The departnent shall, by no later than June first, two thousand
seven, nake available to hospital industry representatives relevant



Co~NOoOUIT~hWNE

S. 6980 23

updat ed data and docunentation that the departnment wll utilize, in
accordance with this paragraph, in devel oping appropriate service inten-
sity weights for each diagnosis-related group for the two thousand ei ght
rate period. The departnment will thereafter consult with hospital indus-
try representatives in developing regulations to inplenent the utiliza-
tion of such updated service intensity weight data applicable to rate
periods on and after two thousand eight. If it is deemed appropriate by
the conm ssioner, in consultation wth hospital industry represen-
tatives, such regulations may provide for the phase-in over a period of
time of the application of such updated data in determning Medicaid
rates on and after two thousand eight, provided, however, that the
application of such updated data shall be fully reflected in such rates
by no later than January first, two thousand ten.

(iv) By no later than Decenber first, two thousand seven, the comi s-
sioner shall issue a report to the governor and the | egislature describ-
ing the updated data utilization applicable, in accordance wth the
provi sions of this paragraph, to periods on and after two thousand ei ght
and setting forth the factors considered in developing it.

(d) The comm ssioner shall consult with technical advisory groups as
necessary in establishing diagnosis-related groups and weights in
accordance wth paragraphs (a), (b) and (c) of this subdivision and in
maki ng adj ustnments in accordance with paragraphs (b) and (c) of subdivi-
sion six of this section.

(e) The appropriate weighting factor for each diagnosis-rel ated group,
the group average arithnmetic inlier |ength-of-stays for each diagnosis-
related group, and the short-stay and |ong-stay length-of-stay trim
points shall, by no |ater than the two thousand el even rate period, be
based on reported costs and statistics froma representative sanpl e of
general hospitals froma base period no earlier than two thousand seven.
Thereafter, the base period reported costs and statistics wutilized for
such purposes shall be updated no less frequently than every four years
and the new base periods utilized shall be no nore than four years prior
to the applicable rate period.

3-a. Dispute resolution system (a) The comm ssioner shall establish,
in accordance wth rules and regulations adopted by the council and
approved by the conm ssioner, a paynent dispute resolution system to
resolve disputes between payors of inpatient hospital services and
general hospitals for patients discharged on or after January first,
ni net een hundred ni nety-one and prior to January first, nineteen hundred
ni nety-seven. The comm ssioner shall designate the use of a uniform set
of guidelines for determ ning the application of particular diagnosis-
rel ated group categories to particular patients which may include guide-
lines published by associations, universities or other organizations.
The di spute resolution process shall apply to all payors of hospital
services described in paragraphs (a), (b) and (c) of subdivision one of
this section, including patients or payors which pay hospitals' charges
or coinsurance, provided, however, such process shall not include
paynents nade for persons eligible for paynents as beneficiaries of
title XVII'l1 of the federal social security act (nedicare) as a patients'
primary payor or paynments nmade pursuant to title eleven of article five
of the social services law, provided that this exception shall not
i nclude paynments for nedical assistance participants in health minte-
nance organi zations or prepaid health services plans. A payor of hospi-
tal services included in paragraph (a) of subdivision one of this
section may serve as, or designate, the review agent for their subscrib-
ers, beneficiaries or enrolled nmenbers for an initial review and a
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reconsideration review but the final step in such dispute resolution
process shall be an independent party unrelated to the payor which party
shall be approved by the comm ssioner pursuant to this section.

In the wevent athird party payor or patient desires to challenge the
appropriateness of a bill for hospital services rendered by a genera
hospital for a particular patient, or in the event a general hospital
desires to chal l enge the appropri ateness of a paynent by a third party
payor on behalf of a particular patient, then either the hospital or the
payor nmay submit the question to the dispute resolution process estab-
i shed pursuant to this subdivision. The disputes submtted for resol-
ution may include the appropriateness of the application of a particular
di agnosi s-related group category, as described in subdivision three of
this section, to a particular patient; the appropriate classification
and paynent of an inpatient stay as a nodification of a case paynent
pursuant to paragraph (a), (b), (c), or (d) of subdivision four of this
section, including whether paynment for services should be, based on
nmedi cal necessity or other reasons, nmade as a case paynent or paynent as
a nodification of a case paynent; whether paynent should appropriately
be made pursuant to an alternative rei nbursenment nethodol ogy aut hori zed
i n accordance with paragraph (e) or (h) of subdivision four of this
section and the paynment for such services; whether paynment for services
rendered by a general hospital should be appropriately, based on nedica
necessity or other reasons, nade as paynent for inpatient care or
paynment for outpatient care and the paynment for such services; or wheth-
er the hospital stay should be classified as a readm ssion as defined in
accordance wth regul ati ons adopted pursuant to paragraph (lI) of subdi-
vi sion eleven of this section and the paynent for such stay.

The di spute resolution system established shall provide for an initia
review and a reconsideration review. The council shall adopt necessary
rules and regulations, subject to the approval of the comm ssioner,
including but not limted to those for determning the parties to a
di spute resolution review and any reconsi deration review, the procedures
and tinme limts to initiate a dispute resolution review or any reconsid-
eration review, the procedures for notification of all parties involved
in the dispute upon initiation of a dispute resolution review or any
reconsideration review, time |imts for resolving disputes; the estab-
i shment of dispute resolution and reconsideration fees; and required
docunments to be submitted including the hospital bill in dispute, a copy
of the patient nedical record, or so nuch thereof as may be required,
and a statenment of issues including the basis for the dispute. During a
di spute resolution review or any reconsideration review, a party nay
present docunentation or evidence in support of its position regarding
the appropriate diagnosis-related group to which the patient discharge
shoul d be assigned or the proper paynent for the case. The conmm ssioner
shal|l approve a statewide utilization review organization or regiona
utilization review organization to conduct and determ ne such dispute
resol ution reviews including any reconsideration reviews in accordance
with paragraph (b) of this subdivision. Every general hospital bill
i ssued for a patient discharged on or after January first, nineteen
hundred ninety-one other than for discharges of patients eligible for
nmedi cal assistance pursuant to title eleven of article five of the
social services |aw subject to case based paynents determ ned pursuant
to this section based on di agnosis-related group assigned or naxinmm
hospital charges for a case deternmi ned pursuant to this section based on
di agnosi s-related group assigned shall include or be acconpanied by a
notice of the paynment dispute resolution system provided, however, that
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a general hospital issuing bills to a payor for twenty-five or nore
patients per year may send such notice to such payor on an annual basis.
The form and content of such notice shall be determ ned in accordance
with rules and regulations adopted by the council and approved by the
conmi ssi oner .

(b) The comm ssioner shall approve a statewide wutilization review
organi zation or regional utilization review organizations to conduct and
determi ne dispute resolution reviews, including reconsideration reviews,
pursuant to this subdivision. To be approved as a utilization review
organi zation in accordance with this subdivision such organi zation rmnust
neet the following criteria: the organization shall enploy or otherw se
secure the services of adequate personnel, including nmedical personnel,
qualified to review such disputes, the organi zation shall denonstrate
the ability to render decisions in a tinmely mnner, the organization
shall agree to provide ready access by the comm ssioner to all data,
records and information it collects and maintains concerning its review
activities wunder this subdivision, the organization shall agree to
provide to the comm ssioner such data, information and reports as the
conmm ssi oner determines necessary to evaluate the review process
provi ded pursuant to this subdivision, the organization shall provide
assurances that review personnel shall not have a conflict of interest
in conducting a review based on payor, hospital or professional affil-
iation, and the organi zation neets such other performance and efficiency
criteria regarding the conduct of reviews pursuant to this subdivision
establ i shed by the comm ssioner. The comm ssioner may w t hdraw approval
of a wutilization review organization where such organization fails to
continue to neet approval criteria established pursuant to this para-
graph. A utilization review organi zati on approved pursuant to this para-
graph shall be authorized to receive and revi ew patient mnedical records
and shall develop and inplenent appropriate procedures to nmintain
confidentiality of such patient nedical records.

(c) Upon resolution of a paynment dispute in accordance with this para-
graph, the parties involved in the dispute shall be notified of the
reason for the decision and the hospital bill in dispute shall be
adjusted to reflect such resol ution.

(d) The party initiating a paynent dispute resolution review or any
reconsi deration review nust submt to the utilization review organiza-
tion a dispute resolution fee established to recover the costs rel ated
to the conduct of the initial dispute resolution reviews or a reconsid-
eration review fee established to recover the costs related to the
conduct of such reconsideration reviews, except that for payors in para-
graph (a) of subdivision one of this section which serve as or designate
the review agent for their subscribers, beneficiaries, or enrolled
menbers a fee shall be charged only for the final step in the dispute
resol uti on process. Upon resolution of a paynent dispute in accordance
with this subdivision in favor of the payor, the anmount due to the
hospital by a payor based upon the hospital bill shall be reduced by the
anmount of any fee paid pursuant to this paragraph by such payor. Upon
resolution of a paynment dispute in accordance with this subdivision in
favor of the general hospital, the anmount due to the hospital based upon
the hospital bill shall be increased by the amount of any fee paid
pursuant to this paragraph by such general hospital.

(e) Nothing herein shall relieve the responsibilities of the payors as
set forth in paragraphs (a), (b) and (c) of subdivision one of this
secti on.
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(f)(i) Wenever the anmount of paynent nade by a payor to a genera
hospital is |less than the anount of paynment due determined by a utiliza-
tion review organization in accordance with this subdivision, genera
hospitals in accordance with paragraph (d) of subdivision eleven of this
section may include financing or working capital charges on such bal ance
owed to the general hospital by a payor.

(ii) Wienever the anpunt of paynent nade by a payor to a genera
hospital is in excess of the amount of paynent due determned by a
utilization review organization in accordance with this subdivision,
i nterest shall be due on such excess owed by the general hospital to a
payor of two percent for the first thirty days and one percent per nonth
thereafter from the date of paynment of such excess anount. |nterest
shall not be applied to excess anpbunts owed to third party payors
participating in an advance paynent system

(g) For paynent amounts eligible for paynent dispute resolution pursu-

ant to this subdivision, a general hospital shall not bill a patient or
pursue collection efforts against a patient for the difference between a
hospital bill and the paynent made on such bill by a payor wthin the

payor categories specified in paragraph (a), (b) or (c) of subdivision
one of this section, except for uncovered services by a payor, deduct-
i bl es and coi nsurance based on naxi num hospital charges cal cul ated based
on the wundisputed anount of the hospital bill, until final decision of
the utilization review organi zation. Nothing in this subdivision shal
be construed to prohibit a general hospital fromissuing an inform-
tional bill to a patient regarding such difference between the hospital
bill and the paynment nmade on such bill to advise the patient of the
anmount in dispute.

(h) The formal witten decision of a utilization review organization
approved by the conm ssioner to conduct and deterni ne dispute resolution
reviews in accordance wth paragraph (b) of this subdivision upon a
reconsi deration review, or if there is no reconsideration review upon an
initial review, or for a payor of hospital services included in para-
graph (a) of subdivision one of this section which serves as or desig-
nates the review agent for their subscribers, beneficiaries or enrolled
menbers upon the final step in the dispute resolution process as to the
guestions of the appropriateness of a bill for hospital services or the
calculation of the proper paynent for such hospital services shall be
adm ssible in evidence at any subsequent trial upon the request of any
party to the action. The decision shall not be binding upon the jury or,
in a case tried wthout a jury, upon the trial court, but shall be
consi dered prinma facie evidence to establish the facts resolved by the
utilization review organization

4.1 2. Modifications and exceptions to case paynent rates. Case based
rates of paynment shall be nodified and per diemor other unit of service
paynents shall be provided, or exceptions shall be nade to case
paynents, in accordance with rules and regul ati ons adopted by the coun-
cil and approved by the commi ssioner, in the follow ng circunstances:

(a) where a case that is eligible for paynment under the case based
paynment systemis transferred between general hospitals, the receiving
hospital shall be reinbursed its total case paynent anount for the diag-
nosi s-related group (including any paynents nade in accordance with this
subdi vision), and the transferring hospital shall receive rei nbursenent
on a basis consistent with the methodol ogy devel oped for the elimnation
of transfer patient costs [in accordance with subparagraph (i) of para-
graph (c) of subdivision six of this section plus additions contained in
subpar agraph (ii) of paragraph (a) of subdivision one of this section on
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a per diembasis]. The paynent to a transferring general hospital shal
not exceed the case paynent anount for the diagnosis-related group
conmputed in accordance with this section;

[(b) where the cost per case for a patient that does not qualify for
paynment pursuant to paragraph (a) or (d) of this subdivision is in
excess of the basic case paynent rate for the diagnosis-related group

multiplied by two and the overall hospital-specific average cost per
case multiplied by six, the paynent to the general hospital in addition
to the basic case paynent rate will be one hundred percent, or such

percentage as conputed in accordance with subparagraph (ii) of paragraph
(c) of subdivision six of this section, nultiplied by the difference
bet ween the general hospital's cost for the case and the greater of the
basic case paynent rate for the diagnosis-related group nultiplied by
two or the overall hospital -specific cost per case multiplied by six. In
determ ning whether a case qualifies for paynment under this paragraph,
prospective rate adjustnents rmade in accordance with paragraph (c) of
subdi vi sion el even of this section to reflect the retroactive inpact of
an adjustnent on prior rates, shall be excluded. Where a case qualifies
for payment pursuant to both this paragraph and paragraph (c) of this
subdi vi si on then paynent shall be nade in accordance with this paragraph
if such paynent exceeds that which would be made in accordance with
par agraph (c) of this subdivision. The general hospital's costs per case
shall be conmputed by adjusting the general hospital's actual charges for
the case by the general hospital's inpatient cost to charge ratio;

(c) where a patient is identified as a long stay patient, paynent to
the general hospital in addition to the basic case paynent rate shall be
on a basis consistent with the methodol ogy devel oped for the elimnation
of long stay patient <costs in accordance with subparagraph (iii) of
par agraph (c) of subdivision six of this section. Where a case qualifies
for payment pursuant to both this paragraph and paragraph (b) of this
subdi vi sion then paynent shall be made in accordance w th paragraph (b)
of this subdivision if such paynment exceeds that which would be made in
accordance wth this paragraph. A long stay patient is defined as an
i npati ent whose hospital stay exceeds the long stay outlier threshold
for the diagnosis-related group;

(d) where a patient is identified as a short stay patient, paynment to
the general hospital shall be on a basis consistent with the nethodol ogy
devel oped for the elimnation of short stay patient costs in accordance
with subparagraph (iv) of paragraph (c) of subdivision six of this
section plus additions contained in subparagraph (ii) of paragraph (a)
of subdivision one of this section on a per diembasis. A short stay
patient is defined as an inpatient discharged fromthe hospital on the
same day of adm ssion, or the day after adm ssion except for those stays
where the statewi de nean | ength of stay for the diagnosis-related group
is less than three days, or whose hospital stay is not greater than
twenty percent of the statewi de nean |ength of stay for the diagnosis-
related group with which the patient is identified, excluding nornmal
newborn cases and nornal deliveries;

(e) in cases where a general hospital or distinct unit of a genera
hospital is not or would not have been reinbursed on a case based
paynment per diagnosis-related group for inpatient services provided on
or before Decenber thirty-first, tw thousand one, to beneficiaries of
title XVI11 of the federal social security act (nedicare), reinbursenent
shall be on a per diembasis conputed for excluded general hospitals
based on the hospital's reinbursable inpatient operating cost base, or
for excluded distinct units of general hospitals based on the distinct
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unit's reinbursabl e inpatient operating cost base, determ ned in accord-
ance with paragraph (d) of subdivision one of this section, projected to
the applicable rate period by the trend factor determ ned in accordance
with subdivision ten of this section, and increased in accordance with
subpar agraphs (i), (iii) and (iv) of paragraph (e) of subdivision one of
this section to reflect special additional 1inpatient operating costs,
and adjusted to exclude a factor for operating costs of patients who
required an alternate Ilevel of care developed consistent wth the
provi sions of paragraph (h) of this subdivision, and increased for
excl uded general hospitals to reflect the product of the group category
percentage anount applicable for purposes of determning group category
average inpatient reinbursable operating cost per discharge (price) in
the rate period pursuant to paragraph (b) of subdivision five of this
section for general hospitals reinbursed on a case based paynent per
di agnosi s-related group applied to such excluded general hospital's
addi tional cost increases determined in accordance wth subparagraph
(ii) of paragraph (e) of subdivision one of this section, and adj usted
on a payor category basis to reflect allocation of nal practice insurance
costs in accordance with the met hodol ogy devel oped pursuant to subpara-
graph (ii) of paragraph (h) of subdivision eleven of this section, for
those patients included in the payor categories pursuant to the
provi sions of paragraph (a) or (b) of subdivision one of this section;
provi ded, however, for those patients included in the payor categories
pursuant to the provisions of paragraph (b) of subdivision one of this
section paynment shall be at the per diem paynent to the hospital or
distinct unit of the hospital for services provided to subscribers of
corporations organi zed and operating in accordance with article forty-
three of the insurance law, adjusted for uncovered services, and
increased by thirteen percent or by five percent, as the case nmay be;
provided further, however, for those general hospitals that are not
rei nbursed on a case-based paynent per diagnosis-related group for inpa-
tient services provided to beneficiaries of title XVIIl of the federa
social security act (nedicare) as a result of their designation by the
secretary of health and human services as a conprehensive cancer hospi -

tal or as aresult of their status as an acute care exenpt children's
hospital, the base year for determ ning paynents for services in such
facilities shall be nineteen hundred ei ghty-seven, provided, however,

such hospitals shall be allowed adjustnents in rates of paynment to
reflect costs incurred subsequent to nineteen hundred ei ghty-seven but
not reflected in such base. Funds received by a general hospital based
on the paynent differential in accordance with paragraph (b) of subdivi-
sion one of this section applied pursuant to this paragraph shall be
hospital funds for patient care purposes. For those patients not covered
under the provisions of paragraph (a) or (b) of subdivision one of this
section, or who are not covered under the provisions of paragraph (a) of
subdivision two of this section, paynent shall be on the basis of the
hospital's charge schedule, limted to one hundred twenty percent of the
total per diem paynment that would have been made if the patient were
included in the payor categories pursuant to the provisions of paragraph
(b) of subdivision one of this section. Rates of paynent for excluded
general hospitals and excluded distinct units of general hospitals for a
rate period shall be increased on a per diem basis by additions and
al | omances specified in subparagraphs (ii) and (iii) of paragraph (a) of
subdi vi si on one of this section. In adopting regul ations for purposes of
determining rates of paynment for psychiatric services pursuant to this
par agr aph, the council and the conm ssioner shall consider the advice of
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t he conmi ssioner of nmental health and may include case mx and other
adj ustnments for such rates of paynment. The conm ssioner of nmental health
shall study and report on alternative procedures for the devel opnent of
rates of paynent for inpatient psychiatric care. Such report shall be
submtted to the governor, the legislature and the conm ssioner of
health by January first, nineteen hundred ninety-three. Recommendati ons
for alternative financing shall take into consideration nethods to
i mprove access to inpatient care for seriously nentally ill persons.

(e-1)] (B) Notwithstanding any inconsistent provision [of paragraph
(e)] of this subdivision or any other contrary provision of |aw and
subject to the availability of federal financial participation, per diem
rates of paynent by governnental agencies for a general hospital or a
distinct unit of a general hospital for inpatient psychiatric services
[that would otherw se be subject to the provisions of paragraph (e) of
this subdivision] shall, with regard to days of service associated wth
adm ssions occurring on and after April first, two thousand ten, be in
accordance with the foll ow ng:

(i) For rate periods on and after April first, two thousand ten, the
conm ssioner, in consultation wth the comm ssioner of the office of
mental health, shall promulgate regulations, and may promul gate energen-
cy regul ations, establishing nmethodol ogies for determ ning the operating
cost conponents of rates of paynents for services described in this
par agraph. Such regulations shall utilize two thousand five operating
costs as submtted to the departnent prior to July first, two thousand
nine and shall provide for nethodol ogi es establishing per dieminpatient
rates that utilize case mx adjustment nechani sms. Such regul ations
shall contain criteria for adjustnments based on | ength of stay.

(ii) Rates of paynent established pursuant to subparagraph (i) of this
paragraph shall reflect an aggregate net statew de i ncrease in
rei mbursenent for such services of up to twenty-five mllion dollars on
an annual basi s.

(ii1) Capital cost reinbursement for general hospitals otherw se
subject to the provisions of this paragraph shall remain subject to the
provi si ons of subdivision [eight] THREE of this section.

[(e-2)] (©O Notwi thstandi ng any inconsistent provision [of paragraph
(e)] of this subdivision or any other contrary provision of |aw and
subject to the availability of federal financial participation, per diem
rates of paynent by governnmental agencies for inpatient services
provided by a general hospital or a distinct unit of a general hospital
for services, as described below, [that would otherwise be subject to
t he provisions of paragraph (e) of this subdivision,] shall, with regard
to days of service occurring on and after Decenber first, two thousand
nine, be in accord with the follow ng:

(i) For physical nedical rehabilitation services and for chemnica
dependency rehabilitation services, the operating cost component of such
rates shall reflect the wuse of two thousand five operating costs for
each respective category of services as reported by each facility to the
departrment prior to July first, two thousand nine and as adjusted for
inflation pursuant to paragraph (c) of subdivision [ten] FOUR of this
section, as otherwise nodified by any applicable statute, provided,
however, that such two thousand five reported operating costs, but not
i ncludi ng reported direct nedical education cost, shall, for rate-set-
ting purposes, be held to a ceiling of one hundred ten percent of the
average of such reported costs in the region in which the facility is
| ocated[, as determ ned pursuant to clause (E) of subparagraph (iii) of
par agraph (1) of this subdivision].
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(ii) For services provided by rural hospitals designated as critica
access hospitals in accordance with title XVIIl of the federal socia
security act, the operating cost conponent of such rates shall reflect
the use of two thousand five operating costs as reported by each facili -
ty to the departnent prior to July first, two thousand nine and as
adjusted for inflation pursuant to paragraph (c) of subdivision [ten]
FOUR of this section, as otherw se nodified by any applicabl e statutes,
provi ded, however, that such two thousand five reported operating costs
shall, for rate-setting purposes, be held to a ceiling of one hundred
ten percent of the average of such reported costs for all such desig-
nat ed hospital s statew de.

(ii1) For inpatient services provided by specialty Iong termacute
care hospitals and for inpatient services provided by cancer hospitals
as so designated as of Decenber thirty-first, two thousand eight, the
operating cost conmponent of such rates shall reflect the use of two
thousand five operating costs for each respective category of facility
as reported by each facility to the departnent prior to July first, two
t housand nine and as adjusted for inflation pursuant to paragraph (c) of
subdivision [ten] FOUR of this section, as otherw se nodified by any
appl i cabl e st at ut es.

(iv) For facilities designated by the federal departnment of health and
human services as exenpt acute care children's hospitals as of Decenber
thirty-first, two thousand eight, for which a discrete institutiona
cost report was filed for the two thousand seven calendar year, and
which has reported Medicaid discharges greater than fifty percent of
total discharges in such cost report, shall be determ ned in accordance
with the foll ow ng:

(A) The operating cost conponent of such rates shall reflect the use
of two thousand seven operating costs as reported by each facility to
the departnent prior to July first, two thousand nine and as adj usted
for the inflation pursuant to paragraph (c) of subdivision [ten] FOUR of
this section, as otherw se nodified by any applicable statutes, and as
further adjusted as the comm ssioner deens appropriate, including tran-
sition adjustnments. Such rates shall be determ ned on a per case basis
or per diem basis, as set forth in regulations promulgated by the
conm ssi oner.

(B) The operating conponent of outpatient specialty rates of hospitals
subject to this subparagraph shall reflect the use of two thousand seven
operating costs as reported to the departnment prior to Decenber first,
two thousand eight, and shall include such adjustnments as the commi s-
si oner deens appropriate.

(C The base period reported operating costs used to establish inpa-
tient and outpatient rates determ ned pursuant to this subparagraph
shall be updated no less frequently than every two years and each such
hospital shall submt such additional data as the comm ssioner may
require to assist in the devel opnment of ambul atory patient groups (APGs)
rates for such hospitals' outpatient specialty services.

(D) Notwi t hstandi ng any other provisions of lawto the contrary and
subject to the availability of federal financial participation, for al
rate periods on and after April first, two thousand fourteen, the oper-
ating conponent of outpatient specialty rates of hospitals subject to
t hi s subparagraph shall be determ ned by the conm ssioner pursuant to
regul ations, including energency regulations, and in consultation with
such specialty outpatient facilities, provided however, that for the
period beginning Cctober first, two thousand thirteen through Septenber
thirtieth, two thousand fourteen, services provided to patients enrolled
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i n nmedi caid managed care shall be paid by the nedicaid mnanaged care
plans at no | ess than the otherw se applicable nedicaid fee-for-service
rates, as conputed in accordance with clause (B) of this subparagraph
for the period beginning Cctober first, two thousand thirteen through
March thirty-first, two thousand fourteen and as conputed in accordance
with this clause for the period beginning April first, two thousand
fourteen through Septenber thirtieth, two thousand fourteen.

(v) Rates established pursuant to this paragraph shall be deemed as
excluding reinbursenment for physician services for inpatient services
and clainms for Medicaid fee paynents for such physician services for
such inpatient care may be subnmitted separately fromthe rate in accord-
ance with otherw se applicable | aw

(vi) Capital cost reinbursement for general hospitals otherw se
subject to the provisions of this paragraph shall remain subject to the
provi si ons of subdivision [eight] THREE of this section.

(vii) The comm ssioner may promul gate regul ations, including energency
regul ati ons, inplenenting the provisions of this paragraph.

(viii) The operating cost conponent of rates of paynment pursuant to
this paragraph for a general hospital or distinct wunit of a genera
hospital w thout adequate cost experience shall be based on the | ower of
the facility's or wunit's inpatient budgeted operating costs per day,
adjusted to actual, or the applicable regional ceiling, if any.

(i x) The operating cost conmponent of inpatient nedicaid rates subject
to subparagraphs (i), (ii) and (iii) of this paragraph shall, wth
regard to alternative |evel of care (ALC) days of <care be subject to
conmput ati on pursuant to paragraph [(h)] (D) of this subdivision[.

(f) where a general hospital having two hundred or less certified
acute care beds, based on the total nunber of inpatient acute care beds
for which such general hospital is certified pursuant to the operating
certificate issued for such general hospital in accordance with section
twenty-eight hundred five of this article in effect on June thirtieth,
ni net een hundred ninety, is classified as a rural hospital for purposes
of determ ning paynment for inpatient services provided to beneficiaries
of title XVIIl of the federal social security act (nedicare) or under
state regulations, such general hospital wmy at its option have its
rei mbursabl e i npati ent operating cost conponent of case based rates of
paynment per diagnhosis-related group based one hundred percent on the
general hospital's hospital-specific average reinbursable inpatient
operating cost per discharge deternmined in accordance wi th subdi vi sion
six of this section; provided however, comrencing April first, nineteen
hundred ninety-six the reinbursable inpatient operating cost conmponent
of case based rates of paynment per diagnosis-related group for patients
eligible for paynents nade by state governnmental agencies shall be
reduced by five percent to encourage inproved productivity and efficien-
cy. Such election shall not alter the calculation of the group price
conmponent cal cul ated pursuant to subparagraph (i) of paragraph (a) of
subdi vi si on seven of this section;

(f) where a general hospital having two hundred or less certified
acute care beds, based on the total nunber of inpatient acute care beds
for which such general hospital is certified pursuant to the operating
certificate 1issued for such general hospital in accordance with section
twenty-ei ght hundred five of this article in effect on June thirtieth,
nineteen hundred ninety, is classified as a rural hospital for purposes
of determ ning paynent for inpatient services provided to beneficiaries
of title XVviIl of the federal social security act (nedicare) or under
state reqgul ations, such general hospital nay at its option have its
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rei nbursable inpatient operating cost conponent of case based rates of
paynment per diagnosis-related group based one hundred percent on the
general hospital's hospital-specific average reinbursable inpatient
operating cost per discharge deternmined in accordance w th subdi vi sion
six of this section; provided however,

(i) commencing April first, nineteen hundred ninety-six through July
thirty-first, nineteen hundred ninety-six, the reinbursable inpatient
operating cost conponent of case based rates of paynent per diagnosis-
rel ated group, excluding any operating cost conponents related to direct
and i ndirect expenses of graduate nedical education, for patients eligi-
ble for paynents nmade by state governnental agencies shall be reduced by
five percent; and

(ii) comencing August first, nineteen hundred ninety-six through
March thirty-first, nineteen hundred ninety-seven, the reinbursable
i npatient operating cost conmponent of case based rates of paynent per
di agnosi s-rel ated group, excluding any operating cost conponents rel ated
to direct and indirect expenses of graduate nedical education, for
patients eligible for paynments nade by state governnental agencies shal
be reduced by two and five-tenths percent; and

(ii1) conmencing April first, nineteen hundred ninety-seven through
March thirty-first, nineteen hundred ninety-nine and comencing July
first, nineteen hundred ninety-nine through March thirty-first, two
t housand and April first, two thousand through March thirty-first, two
thousand five and for periods comencing April first, two thousand five
through March thirty-first, two thousand six and for periods comencing
on and after April first, two thousand six through March thirty-first,
two thousand seven, and for periods commencing on and after April first,
two thousand seven through March thirty-first, two thousand nine, and
for periods comencing on and after April first, two thousand nine
through March thirty-first, two thousand el even, the rei nbursable inpa-
tient operating cost conponent of case based rates of paynment per diag-
nosi s-rel ated group, excluding any operating cost conmponents related to
direct and indirect expenses of graduate nedical education, for patients
eligible for paynents nade by state governnental agencies shall be
reduced by three and thirty-three hundredths percent to encourage
i mproved productivity and efficiency. Such election shall not alter the
cal cul ation of the group price conponent cal cul ated pursuant to subpara-
graph (i) of paragraph (a) of subdivision seven of this section;

(g) in cases where general hospitals or distinct units of genera
hospitals, other than those specified in paragraphs (e) and (f) of this
subdi vi si on, may be excluded from case based paynents or receive an
adj ustment to case based paynment rates. An exclusion or adjustnent shal
be provided only where the council, subject to the approval of the
comm ssi oner, determ nes that the case based rates of paynent determ ned
in accordance with this section would not reflect nmedically appropriate
patterns of health resource use for such general hospital services effi-
ciently and economically provided. If an exclusion is provided, then the
rei mbursenent provisions contained in paragraph (e) of this subdivision

shal | apply. The conm ssioner shall provide to the council an analysis
of the effect of case based paynents on rural general hospitals and the
council, subject to the above criteria and the approval of the conmm s-

sioner, may exclude for any of the annual rate periods begi nning on or
after January first, nineteen hundred ei ghty-eight any of these genera
hospitals from case based paynments or provide an adjustnent to the case
based paynents in addition to that authorized in accordance wth para-
graph (f) of this subdivision];
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[(h)] (D where alternate Ilevel of care (ALC) days are provided, a
factor as determined in [subparagraph (i) of] this paragraph for the
costs of these patients in a general hospital shall not be included in
conmputations relating to the determnation of general hospital case
based rates of paynent pursuant to this section. Alternate | evel of care
days shall be days of care provided by a general hospital to a patient
for whomit has been determ ned that inpatient hospital services are not
nmedi cal | y necessary, but that post-hospital extended care services are
nmedically necessary and are being provided by the general hospital.
Separate rates of paynent shall be established for such patients based
on the Ilevel of care required and shall reflect[: (i)] operating costs
based on the nineteen hundred ei ghty-seven regional average operating
cost conponent of rates of paynent for hospital based residential health
care facilities determined in accordance wth section twenty-eight
hundred eight of this article and trended to the rate period[, and (ii)
additions contained in subparagraph (iii) of paragraph (a) of subdivi-
sion one of this section]. In the event that federal financial partic-
i pation in paynents made for beneficiaries eligible for medical assist-
ance under title XIX of the federal social security act based upon the
rates calculated in accordance with this paragraph is not approved by
the federal government, the council subject to the approval of the
commi ssi oner shall adopt regul ations for such paynents;

[(i) if diagnosis-related groups are not adjusted or established in
accordance with paragraph (a) of subdivision three of this section for
services to acquired inmune deficiency syndrome (AIDS) patients, then
general hospitals shall receive separate paynents for these patients
based on regul ati ons adopted by the council and approved by the comm s-
si oner;

(j)] (E) where general hospitals or distinct units of general hospi-
tals are excluded fromor receive an adjustnent to case based paynents
per di agnosis-related group in accordance with [paragraph (e), (f) or
(g) of] this subdivision, reinbursenent shall continue to be cal cul ated
in accordance with [such paragraph] THI'S SUBDI VI SION until the beginning
of the rate period imediately following the date when the genera
hospital or the distinct wunit of the general hospital is no |onger
excl uded fromor no | onger receives an adjustnent to case based paynents
per di agnosis-related group for inpatient services provided to benefici-
aries of title XVIIl of the federal social security act (nedicare), or
until appropriate diagnosis-related groups have been devel oped for the
speci al i zed service provided by the general hospital or distinct unit of
the general hospital[, pursuant to paragraph (a) of subdivision three of
this section]; and

[(k) for facilities designated by the federal departnment of health and
human services as an exenpt acute care children's hospital, paynent
effective January first, nineteen hundred ninety-four will be based upon
a hospital specific case paynent amount inclusive of high cost and high
| ength of stay outlier costs. The nineteen hundred eighty-seven base
year cost, trended, volune adjusted and case m x adjusted where applica-

ble to nineteen hundred ninety-two, trended will be utilized to deter-
mne the rate of paynent effective January first, nineteen hundred nine-
ty-four. Commencing April first, nineteen hundred ninety-six, the

operating cost conponent of rates of paynment for patients eligible for
paynents nade by a state governnental agency shall be reduced by five
percent to encourage inproved productivity and efficiency. The facility
will be eligible to receive the financial incentives for the physician
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specialty weighting incentive towards primary care pursuant to subpara-
graph (ii1) of paragraph (a) of subdivision twenty-five of this section.
for facilities designated by the federal departnment of health and
human services as an exenpt acute care children's hospital, paynent
ef fective January first, nineteen hundred ninety-four will be based upon
a hospital specific case paynent amount inclusive of high cost and high
| ength of stay outlier costs. The nineteen hundred eighty-seven base
year cost, trended, volune adjusted and case m x adjusted where applica-

ble to nineteen hundred ninety-two, trended will be utilized to deter-
mne the rate of paynent effective January first, nineteen hundred nine-
ty-four.

(i) Commencing April first, nineteen hundred ninety-six through July
thirty-first, nineteen hundred ninety-six, the operating cost conponent
of rates of payment, excluding any operating cost conponents related to
direct and indirect expenses of graduate nedical education, for patients
eligible for paynents nade by a state governnmental agency shall be
reduced by five percent; and

(ii) conmmencing August first, nineteen hundred ninety-six through
March thirty-first, nineteen hundred ninety-seven the operating cost
conmponent of rates of paynent, excluding any operating cost conponents
related to direct and indirect expenses of graduate nedical education,
for patients eligible for paynments nade by a state governnmental agency
shall be reduced by two and five-tenths percent; and

(ii1) conmencing April first, nineteen hundred ninety-seven through
March thirty-first, nineteen hundred ninety-nine and comencing July
first, nineteen hundred ninety-nine through March thirty-first, two
t housand and April first, two thousand through March thirty-first, two

thousand five and comencing April first, tw thousand five through
March thirty-first, two thousand six, and for periods comenci ng on and
after April first, tw thousand six through March thirty-first, two

t housand seven, and for periods commencing on and after April first, two
t housand seven through March thirty-first, tw thousand nine, and for
periods conmencing on and after April first, two thousand ni ne through
March thirty-first, two thousand el even, the operating cost conponent of
rates of paynment, excluding any operating cost conponents related to
direct and indirect expenses of graduate nedical education, for patients
eligible for paynents nade by a state governmental agency shall be
reduced by three and thirty-three hundredths percent to encourage
i mproved productivity and efficiency. The facility will be eligible to
receive the financial incentives for the physician specialty weighting
incentive towards primary care pursuant to subparagraph (ii) of para-
graph (a) of subdivision twenty-five of this section.

(1)] (F) Notwi thstanding any inconsistent provision of this section
and subject to the availability of federal financial participation,
rates of paynment by governnmental agencies for general hospitals which
are certified by the office of alcoholismand substance abuse services
to provide inpatient detoxification and withdrawal services and, wth
regard to inpatient services provided to patients discharged on and
after Decenber first, two thousand ei ght and who are deternined to be in
di agnosi s-rel ated groups as defined by the conm ssioner and published on
the New York state departnment of health website, shall be made on a per
di em basis in accordance with the foll ow ng:

(i) for the period Decenber first, two thousand ei ght through March
thirty-first, two thousand nine, seventy-five percent of the operating
cost conponent of such rates of paynments shall reflect the operating
cost conponent of rates of paynent effective for Decenber thirty-first,
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two thousand seven, as adjusted for inflation pursuant to paragraph (c)
of subdivision [ten] FOUR of this section, as otherwi se nodified by any
appl i cabl e statutes, and twenty-five percent of such rates shall reflect
the use of two thousand six operating costs as reported by each facility
to the departnent prior to two thousand ei ght and as conputed in accord-
ance with the provisions of subparagraph (iv) of this paragraph;

(ii) for the period April first, two thousand nine through March thir-
ty-first, two thousand ten, thirty-seven and five tenths percent of the
operating cost conmponent of such rates of paynent shall reflect the
operating cost conponent of rates of paynment effective Decenber thirty-
first, two thousand seven, as adjusted for inflation pursuant to para-
graph (c) of subdivision [ten] FOUR of this section, as otherw se nodi-
fied by any applicable statutes, and sixty-two and five tenths percent
of such rates of paynent shall reflect the use of two thousand six oper-
ating costs as reported by each facility to the departnent prior to two
t housand ei ght and as conputed in accordance wth the provisions of
subpar agraph (iv) of this paragraph;

(1ri1) for periods on and after April first, two thousand ten, one
hundred percent of the operating cost conponent of such rates of paynent
shall reflect the use of two thousand six operating costs as reported to
the departnment prior to two thousand ei ght and as conputed in accordance
with the provisions of subparagraph (iv) of this paragraph.

(iv) rates of paynment conputed in accordance with this paragraph and
reflecting the wuse of two thousand six base year operating costs shal
be in accord with the follow ng, provided, however that the conm ssioner
may establish criteria under which reinbursenmrent nmay be provided at
hi gher percentages and for |onger periods.

(A) For each of the regions within the state as described in clause
(E) of this subparagraph the conm ssioner shall determne the average
per diem cost incurred by general hospitals in that region subject to
the provisions of this paragraph with regard to inpatients requiring
nmedically nanaged detoxification services, as defined by applicable
regul ati ons promul gated by the office of al coholismand substance abuse
services. In determning such costs the commi ssioner shall utilize two
t housand six costs and statistics as reported by such hospitals to the
department prior to two thousand eight.

(B) Per diem paynents for inpatients requiring nmedically nanaged i npa-
tient detoxification services shall reflect one hundred percent of the
per di em amounts conputed pursuant to clause (A) of this subparagraph
for the applicable region in which the facility is |located and as trend-
ed forward to adjust for inflation, provided however, that such paynents

shall be reduced by fifty percent for any such services provided on or
after the sixth day of services through the tenth day of services, and
further provided that no paynents shall be nade for any services

provi ded on or after the el eventh day.

(C) Per diempaynents for inpatients requiring nedically supervised
wi t hdrawal services, as defined by applicable regul ati ons pronul gated by
the of fice of al coholismand substance abuse services, shall reflect one
hundred percent of the per diem anounts conputed pursuant to clause (A)
of this subparagraph for the applicable region in which the facility is
| ocated for the period January first, two thousand ni ne through Decenber
thirty-first, two thousand nine, and as trended forward to adjust for
inflation, and shall reflect seventy-five percent of such per diem
anounts for periods on and after January first, two thousand ten, as
trended forward to adjust for inflation, provided, however, that such
paynments shall be reduced by fifty percent for any services provi ded on
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or after the sixth day of services through the tenth day of services,
and further provided that no paynents shall be nade for any services
provi ded on and after the el eventh day.

(D) Per diem paynments for inpatients placed in observation beds, as
defined by applicable regulations promulgated by the office of alcohol -
i sm and substance abuse services, shall be at the same | evel as woul d be
paid pursuant to clause (A) of this paragraph, provided, however, that
such paynents shall not apply for nore than two days of care, after
whi ch paynents for such inpatients shall reflect their designation as
requiring either nedically managed detoxification services or nedically
supervised wthdrawal services, and further provided that days of care
provi ded in such observation beds shall, for reinbursenment purposes, be
fully reflected in the conputation of the initial five days of care as
set forth in clauses (A) and (B) of this subparagraph.

(E) For the purposes of this paragraph, the regions of the state shal
be as foll ows:

(1) New York city, consisting of the counties of Bronx, New York,
Ki ngs, Queens and Ri chnond;

(I'l) Long Island, consisting of the counties of Nassau and Suffol k;

(I'1'l) Northern netropolitan, consisting of the counties of Col unbia,
Del awar e, Dutchess, Orange, Putnam Rockland, Sullivan, U ster and West -
chester;

(I'V) Northeast, consisting of the counties of Al bany, dinton, Essex,
Ful ton, Greene, Ham |ton, Montgonery, Renssel aer, Saratoga, Schenect ady,
Schohari e, Warren and Washi ngt on;

(V) Uica/Watertown, consisting of the counties of Franklin, Herkiner,
Lewis, Oswego, Osego, St. Lawence, Jefferson, Chenango, Madi son and
Onei da;

(VI) Central, consisting of the counties of Broonme, Cayuga, Chemnung,
Cortland, Onondaga, Schuyl er, Seneca, Steuben, Tioga and Tonpki ns;

(VMI'l) Rochester, consisting of Monroe, Ontario, Livingston, Wayne and
Yat es;

(VI11) Western, consisting of the counties of Allegany, Cattaraugus,
Chaut auqua, Erie, Genesee, Niagara, Ol eans and Woni ng.

(F) Capital cost reinbursenent for general hospitals otherw se subject
to the provisions of this paragraph shall remain subject to the
provi si ons of subdivision [eight] THREE of this section.

[5. Rei nbursable inpatient operating cost conponent. (a) The reinburs-
abl e inpatient operating cost conponent of case based rates of paynent
per diagnosis-related group for general hospital inpatient hospital
services shall be the product of the average reinbursable inpatient
operating cost per discharge determ ned in accordance w th paragraph (b)
of this subdivision, adjusted by a third-party payor of hospital
services for uncovered services by such payor, and the weighting factors
deternmined in accordance with paragraph (c) of subdivision three of this
secti on.

(b) (i) For the rate year January first, nineteen hundred ei ghty-eight
t hrough Decenber thirty-first, nineteen hundred eighty-eight, average
rei mbursabl e i npati ent operating cost per discharge shall be a conposite
sum of no less than ninety percent of the general hospital's hospital-
speci fic average rei mbursable inpatient operating cost per discharge
determined in accordance with paragraph (a) of subdivision six of this
section and a percentage anmount not to exceed ten percent of the genera
hospital's group category average inpatient reinbursable operating cost
per discharge (price) determned in accordance with paragraph (a) of
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subdi vi si on seven of this section such that the conposite sum equal s one
hundred percent.

(ii) For the rate year comencing January first, nineteen hundred
ei ghty-ni ne, average rei nbursable inpatient operating cost per discharge
shall be a conposite sumof no |less than seventy-five percent of the
general hospital's hospital-specific average reinbursable inpatient
operating cost per discharge determ ned in accordance w th paragraph (a)
of subdivision six of this section and a percentage anount not to exceed
twenty-five percent of the general hospital's group category average
inpatient reinbursable operating cost per discharge (price) determ ned
in accordance with paragraph (a) of subdivision seven of this section,
such that the conposite sum equals one hundred percent.

(ii1) Except as provided in clause (C) of this subparagraph, for annu-
al rate years comencing on or after January first, nineteen hundred
ni nety, average rei nbursable inpatient operating cost per discharge
shall be a conposite sum of no less than forty-five percent of the
general hospital's hospital-specific average reinbursable inpatient
operating cost per discharge determ ned in accordance wi th paragraph (a)
of subdivision six of this section and a percentage anount not to exceed
fifty-five percent of the general hospital's group category average
i npati ent reinbursabl e operating cost per discharge (price) determ ned
in accordance wth paragraph (a) of subdivision seven of this section,
such that the conposite sum equal s one hundred percent.

(A) Except as provided in clause (B) of this subparagraph and subpara-
graph (iv) of this paragraph, for annual rate years conmencing on or
after January first, nineteen hundred ninety, average rei nbursable inpa-
tient operating cost per discharge shall be a conposite sumof no |ess
than forty-five percent of the general hospital's hospital-specific
average reinbursable inpatient operating cost per discharge determ ned
i n accordance with paragraph (a) of subdivision six of this section and
a percentage amount  not to exceed fifty-five percent of the genera
hospital's group category average inpatient reinbursable operating cost
per discharge (price) determned in accordance with paragraph (a) of
subdi vi si on seven of this section, such that the conposite sum equals
one hundred percent.

(A) Except as provided in clauses (B) and (C) of this subparagraph and
subparagraphs (iv), (v) and (vi) of this paragraph, for annual rate
years conmencing on or after January first, nineteen hundred ninety,
average reinbursable inpatient operating cost per discharge shall be a
conposite sumof no less than forty-five percent of the general hospi-
tal's hospital -specific average reinbursable inpatient operating cost
per di scharge determ ned in accordance with paragraph (a) of subdivision
six of this section and a percentage amount  not to exceed fifty-five
percent of the general hospital's group category average inpatient reim
bursabl e operating cost per discharge (price) determ ned in accordance
wi th paragraph (a) of subdivision seven of this section, such that the
conposite sum equal s one hundred percent.

(B) For discharges on or after April first, nineteen hundred ninety-
five for purposes of reinbursenent of inpatient hospital services for
patients eligible for paynments mnade by state governnental agencies
assigned to one of the twenty nost common di agnosis-related groups for
all general hospitals, the average rei nbursabl e inpatient operating cost
per di scharge of a general hospital shall be the lower of (1) the anount
determined in accordance wth clause (A) of this subparagraph or (I1)
t he average anount determ ned in accordance wth clause (A) of this
subparagraph for all general hospitals in the group category to which
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the hospital is assigned. The twenty nbst comon diagnhosis-related

groups shall be determ ned using discharge data for the year two years
prior to the rate year for all general hospitals, excluding benefici-
aries of title XVIIl of the federal social security act (medicare) and

patients assigned to diagnosis related groups for human i nmunodefi ci ency
virus (H'V) infection, acquired i mmune deficiency syndrone, alcohol/drug
use or al cohol/drug induced organic nental disorders, and exenpt unit or
exenpt hospital patients.

(O (I) For discharges on or after July first, tw thousand six
through Decenber thirty-first, tw thousand six, and subject to the
avai lability of federal financial participation, rates of paynment by
state governmental agencies to Wstchester nedical center shall be
i ncreased by an aggregate amount of twenty-five mllion dollars to
assist the nedical center to maintain critically needed health care
servi ces.

(I'l) For discharges on or after January first, tw thousand seven
through Decenber thirty-first, two thousand seven, and subject to the
avai lability of federal financial participation, rates of paynment by
state governmental agencies to Wstchester nedical center shall be
i ncreased by an aggregate amount of twenty-five mllion dollars to
assist the nedical center to maintain critically needed health care
servi ces.

(I'11) For discharges on or after January first, tw thousand eight
through Decenber thirty-first, two thousand eight, and subject to the
avai lability of federal financial participation, rates of paynment by
state governmental agencies to Wstchester nedical center shall be
i ncreased by an aggregate amount of twenty-five mllion dollars to
assist the nedical center to maintain critically needed health care
servi ces.

(iv) for discharges on or after April first, nineteen hundred ninety-
six for purposes of reinbursenment of inpatient hospital services for
patients eligible for paynents nade by state governnental agencies, the
aver age rei nbursabl e inpatient operating cost per discharge of a genera
hospital shall be the sum of:

(A) the anobunt determned in accordance with clause (B) of subpara-
graph (iii) of this paragraph, excluding the value of direct nedica
education expenses, as defined in subparagraph (i) of paragraph (c) of
subdi vi si on seven of this section, reflected in the general hospital's
hospital -specific average reinbursable inpatient operating cost per
di scharge and group category average inpatient reinbursable operating
cost per discharge, and excluding the value of forty-five percent of the
i ndirect nmedical education expenses, as defined in subparagraph (ii) of
par agraph (c) of subdivision seven of this section, reflected in the
general hospital's hospital specific average reinbursable inpatient
operating cost per discharge, and excluding the value of fifty-five
percent of the indirect nmedical education expenses reflected in a gener-
al hospital's group category average inpatient reinbursable operating
cost per discharge in accordance with subdivision twenty-five of this
section as anended;

(B) mnus five percent of the anbunt determ ned in accordance with
cl ause (A) of this subparagraph;

(© plus the value of direct nedical education expenses, as defined in
subpar agraph (i) of paragraph (c) of subdivision seven of this section,
reflected in the general hospital's hospital-specific average rei nbursa-
ble inpatient operating cost per discharge and group category average
i npati ent reinbursabl e operating cost per discharge;
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(D) minus five percent of the costs of hospital based physicians
reflected in the direct nmedical education anmount determ ned in accord-
ance with clause (C) of this subparagraph;

(E) plus the value of forty-five percent of the indirect nedica
educati on expenses, as defined in subparagraph (ii) of paragraph (c) of
subdi vision seven of this section, reflected in the general hospital's
hospi tal -specific average reinbursable inpatient operating cost per
di scharge; and

(F) plus the value of fifty-five percent of the indirect nedica
educati on expenses reflected in the general hospital's group category
average inpatient operating cost per discharge in accordance with subdi -
vision twenty-five of this section as anended.

(iv) for discharges on or after April first, nineteen hundred ninety-
six for purposes of reinbursenment of inpatient hospital services for
patients eligible for paynents made by state governnental agencies, the
aver age rei nbursabl e inpatient operating cost per discharge of a genera
hospital shall to encourage inproved productivity and efficiency be the
sum of :

(A) the anpbunt determned in accordance with clause (B) of subpara-
graph (iii) of this paragraph, excluding the value of direct nedica
education expenses, as defined in subparagraph (i) of paragraph (c) of
subdi vi si on seven of this section, reflected in the general hospital's
hospital -specific average reinbursable inpatient operating cost per
di scharge and group category average inpatient reinbursable operating
cost per discharge, and excluding the value of forty-five percent of the
i ndirect nmedical education expenses, as defined in subparagraph (ii) of
par agraph (c) of subdivision seven of this section, reflected in the
general hospital's hospital specific average reinbursable inpatient
operating cost per discharge, and excluding the value of fifty-five
percent of the indirect nmedical education expenses reflected in a gener-
al hospital's group category average inpatient reinbursable operating
cost per discharge in accordance with subdivision twenty-five of this
section as anended;

(B) mnus five percent of the anbunt determ ned in accordance with
cl ause (A) of this subparagraph;

(C© plus the value of direct nedical education expenses, as defined in
subpar agraph (i) of paragraph (c) of subdivision seven of this section,
reflected in the general hospital's hospital-specific average rei nbursa-
ble inpatient operating cost per discharge and group category average
i npati ent reinbursabl e operating cost per discharge;

(D) minus five percent of the costs of hospital based physicians
reflected in the direct nmedical education anmount determ ned in accord-
ance with clause (C) of this subparagraph;

(E) plus the value of forty-five 