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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
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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



Co~NOoOUIT~hWNE

S. 6980 31

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



Co~NOoOUIT~hWNE

S. 6980 32

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 percent of +the indirect nedica
education expenses, as defined in subparagraph (ii) 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

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

(iv) for discharges on or after April first, nineteen hundred ninety-
six through July thirty-first, nineteen hundred ninety-six for purposes
of reinmbursenent of inpatient hospital services for patients eligible
for paynments nmade by state governnental agencies, the average rei nbursa-
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ble inpatient operating cost per discharge of a general 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;

(O 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 percent of +the indirect nedica
education expenses, as defined in subparagraph (ii) 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

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

(v) for discharges on or after August first, nineteen hundred ninety-
six through March thirty-first, nineteen hundred ninety-seven for
pur poses of reinbursenment of inpatient hospital services for patients
eligible for paynents nmade by state governnental agencies, the average
rei nbursabl e i npatient operating cost per discharge of a general hospi-
tal shall, to encourage inproved productivity and efficiency, 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
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cost per discharge in accordance with subdivision twenty-five of this
section as anended;

(B) mnus two and five-tenths percent of the anobunt determi ned in
accordance with clause (A) of this subparagraph;

(O 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 two and five-tenths percent of the costs of hospital based
physicians reflected in the direct nedical education anmount determ ned
i n accordance with clause (C) of this subparagraph;

(E) plus the value of forty-five percent of +the indirect nedica
education expenses, as defined in subparagraph (ii) 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

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

(vi) for discharges on or after April first, nineteen hundred ninety-
seven through March thirty-first, nineteen hundred ninety-nine and for
di scharges on or after July first, nineteen hundred ninety-nine through
March thirty-first, two thousand and for discharges on or after Apri
first, two thousand through March thirty-first, two thousand five and
for discharges on or after April first, two thousand five through March
thirty-first, two thousand six, and for discharges on or after Apri
first, two thousand six through March thirty-first, two thousand seven,
and for discharges on or after April first, two thousand seven through
March thirty-first, two thousand nine, and for discharges on or after
April first, two thousand nine through March thirty-first, two thousand
el even, for purposes of reinbursenment of inpatient hospital services for
patients eligible for paynents nmade by state governmental 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 three and thirty-three hundredths percent of the anount
deternmined in accordance with clause (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,
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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 mnus three and thirty-three hundredths percent of the costs of
hospi tal based physicians reflected in the direct nmedical education
anount determ ned in accordance 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.

(c) Notwi thstanding any inconsistent provision of this section,
commencing July first, nineteen hundred ninety-six through March thir-
ty-first, nineteen hundred ninety-nine and July first, nineteen hundred
ni nety-ni ne through March thirty-first, two thousand and April first,
two thousand through March thirty-first, two thousand five and for peri-
ods on and after April first, tw thousand five through March thirty-
first, two thousand six, and for periods on and after April first, two
thousand six through WMarch thirty-first, tw thousand seven, and for
periods on and after April first, two thousand seven through March thir-
ty-first, two thousand nine, and for periods on and after April first,
two thousand nine through March thirty-first, two thousand el even, rates
of paynent for a general hospital for patients eligible for paynents
made by state governnental agencies shall be further reduced by the
commi ssioner to encourage inproved productivity and efficiency by
providers by a factor determ ned as foll ows:

(i) an aggregate reduction shall be calcul ated for each general hospi-
tal conmencing July first, nineteen hundred ninety-six through March
thirty-first, nineteen hundred ninety-nine and July first, nineteen
hundred ni nety-nine through March thirty-first, tw thousand and Apri
first, two thousand through March thirty-first, two thousand five and
for periods on and after April first, two thousand five through March
thirty-first, two thousand six, and for periods on and after Apri
first, two thousand six through March thirty-first, two thousand seven,
and for periods on and after April first, two thousand seven through
March thirty-first, two thousand nine, and for periods on and after
April first, two thousand nine through March thirty-first, two thousand
el even, as the result of (A) eighty-nine mllion dollars on an annual -
ized basis for each year, nultiplied by (B) the ratio of patient days
for patients eligible for paynments made by state governnental agencies
provided in a base year two years prior to the rate year by a genera
hospital, divided by the total of such patient days sumed for al
general hospitals; and

(ii) (A the result for each general hospital shall be allocated to
units within such hospital exenpt from case based rates of paynent based
on the ratio of such patient days provided in the exenpt wunit to the
total of such patient days provided by the general hospital, and (B) the
result divided by such patient days provided in the exenpt unit, for a
per diemunit of service reduction in rates of paynment for such exenpt
unit for patients eligible for paynents nade by state governnental agen-
cies for such general hospital; and
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(ii1) any amunt not allocated to exenpt units shall be divided by
case based di scharges (or for exenpt hospitals by patient days) in the
base year two years prior to the rate year for patients eligible for
paynents nade by state governnental agencies, for a per case (or for
exenpt hospitals a per diem unit of service reduction in rates of
paynment for patients eligible for paynents made by state governnental
agenci es for such general hospital.

6. Operating costs. (a) A general hospital's hospital-specific average
rei nbursable inpatient operating cost per discharge shall be determ ned
in accordance with rules and regul ations adopted by the council and
approved by the comm ssioner based on the hospital's rei nbursable inpa-
tient operating cost base determ ned in accordance with paragraph (d) of
subdi vi sion one of this section; adjusted in accordance wth paragraph
(b) of this subdivision to reflect exceptions to case paynents; and
projected to the applicable rate period by a trend factor determned in
accordance wth subdivision ten of this section; and increased in
accordance with subparagraphs (i), (iii) and (iv) of paragraph (e) of
subdi vision one of this section to reflect special additional inpatient
operating costs; and adjusted in accordance wth subparagraphs (i), (ii)
and (iv) of paragraph (c) of this subdivision to reflect nodifications
to case paynents; and standardi zed to reflect nineteen hundred ei ghty-
seven hospital case m x. A general hospital's hospital -specific average
rei nbursabl e i npati ent operating cost per discharge shall be adjusted on
a payor category basis to reflect allocation of nal practice insurance
costs in accordance with the nethodol ogy devel oped pursuant to subpara-
graph (ii) of paragraph (h) of subdivision eleven of this section.

(b) In accordance wth rules and regul ati ons adopted by the counci
and approved by the comm ssioner, the conm ssioner shall adjust reim
bursabl e inpatient operating costs and discharges to exclude operating
costs and statistics related to specialized hospital services for which
an alternative reinbursement nethodology is adopted pursuant to para-
graph (e) or (g) of subdivision four of this section, a factor for oper-
ating costs of patients who required an alternate Ilevel of <care in
accordance wth paragraph (h) of subdivision four of this section and
the operating costs and statistics of AIDS patients pursuant to para-
graph (i) of subdivision four of this section if effective.

(c) In accordance wth rules and regul ati ons adopted by the counci
and approved by the comm ssioner, the conm ssioner shall adjust weight-
ing factors devel oped pursuant to paragraph (c) of subdivision three of
this section and rei nbursabl e inpatient operating costs and statistics
on which case paynent rates are based to take into account the
provi sions for additional paynents in accordance wth paragraph (a),
(b), (c) or (d) of subdivision four of this section. The rul es and regu-
lations are to be designed to identify an estimte of costs and statis-
tics as if the paynment nethodol ogy effective for the applicable rate
period including paynent based on the higher of high-cost outliers or
| ong-stay outliers was in effect during the period used to establish
such costs and statistics to acconplish the foll ow ng:

(i) an estinmate of costs for inpatient services to patients trans-
ferred to anot her general hospital receiving case paynent rates pursuant
to paragraph (a) of subdivision four of this section shall be elimnated
fromreinbursable inpatient operating costs considering a transfer
patient cost conversion factor determ ned based on nineteen hundred
eighty-five data froma representative sanple of general hospitals; a
case mix neutral acute care cost conponent of a general hospital's reim
bursabl e inpatient operating cost base per day after application of the
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trend factor and the addition of special additional inpatient operating
costs; transfer patient days incurred by such general hospital in nine-
teen hundred ei ghty-seven or the nunber of such transfer patient days
during a recent twelve nonth period prior thereto established by regu-
lation for which data are available subsequently reconciled by an
adjustnment to reflect nineteen hundred eighty-seven data; and the
speci fic diagnosis-related groups with which the transfer patients are
identified. Such costs shall be elimnated in accordance with rules and
regul ati ons adopted by the council and approved by the conm ssioner
whi ch shall contain the specific nmethodol ogy to adequately identify the
costs related to transfer cases. Transfer cases shall be elimnated in

conmputing discharges of the transferring hospital. The costs and
di scharges for transfer cases for each general hospital participating in
the determ nation of the weighting factors shall be renoved before

cal cul ating the weighting factors;

(ii) an estimte of costs for the outlier portion of inpatient
services which would qualify for additional paynents as cost outliers in
accordance with paragraph (b) of subdivision four of this section shal
be elimnated from reinbursable inpatient operating costs based on a
general hospital's high cost percentage outlier factor, applied to an
acute care cost conponent of such general hospital's reinbursable inpa-
tient operating cost base after application of the trend factor and the
addition of special additional inpatient operating costs. The high cost
percentage outlier factor shall be cal cul ated based on a determ nation
of the percentage of nineteen hundred eighty-seven discharges of
patients other than beneficiaries of title XVIII of the federal socia
security act (nedicare) for which the comm ssioner has conpl ete hospital
bill subm ssions or such discharges during a recent twelve nonth period
prior thereto established by regulation for which hospital bills are
avai lable, as follows, (a) for general hospitals that have conplete

hospital bill submissions for at |east ninety percent of their
di scharges, a high cost percentage outlier factor based on such data,
and (b) for general hospitals that have conplete hospital bill

subm ssions for at |east eighty percent but |ess than ninety percent of
their discharges, a high cost percentage outlier factor based on such
data plus an additional one-quarter of one percent, and (c) for genera
hospital s that have conplete bill submssions for less than eighty
percent of their discharges, a high cost percentage outlier factor
det ernmi ned based on ni neteen hundred eighty-five data from a represen-
tative sanple of general hospitals plus an additional one-quarter of one
percent. The <calculation of the high cost percentage outlier factor
shall be subsequently reconciled by an adjustnent to reflect the
percentage of such conplete hospital bill subm ssions for such nineteen
hundred ei ghty-seven di scharges as submtted to the conm ssioner prior
to August first, nineteen hundred ei ghty-eight.

The m ni mum percentage threshold applicable pursuant to clause (a) of
the first paragraph of this subparagraph nay be increased to "at | east
ninety-five percent” and the percentage ceiling applicable pursuant to
clause (b) of the first paragraph of this subparagraph increased to
"less than ninety-five percent” pursuant to rules and regulations
adopted by the council and approved by the conm ssioner based upon a
study and a report by the conm ssioner of a sanple of inconplete
di scharge records which showed that there was a significant difference
in the value of high cost outlier cases potentially reflected in incom
pl ete records fromthe value of high cost outlier cases reflected in
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records for whi ch the comm ssioner has conplete hospital bil
submi ssi ons.

The rmaxi mum anobunt to be elimnated on a statew de basis shall be
three percent of the total of nineteen hundred eighty-eight acute care
cost conponents of general hospital reinbursable inpatient operating
costs reinbursed on the case paynent system In the event that the total
anount as cal cul ated exceeds three percent, the calculated armount wll
be reduced to three percent by the application of a percentage conputed
by dividing expected outlier costs based on the three percent by actua
outlier costs, which shall also be the percentage of outlier costs to be
reinbursed in the paynment vyear. The costs for the outlier portion of
cost outliers for general hospitals participating in the determnation
of the weighting factors shall be renoved from each di agnosis-rel ated
group before determ ning the weighting factors;

(ii1) an estimate of inpatient costs which are related to a hospital
stay in excess of the long stay threshold for |long stay patients as
defined in paragraph (c) of subdivision four of this section shall be
elimnated from reinbursable inpatient operating costs in determning
group category average inpatient reinbursable operating costs consider-
ing a long stay patient cost conversion factor, which shall be estab-
lished at sixty percent provided, however, such |Iong stay patient cost
conversion factor may be revised for an annual rate period or periods
begi nning on or after January first, nineteen hundred eighty-nine in
accordance wth rules and regulations adopted by the council and
approved by the conm ssioner; a case mx neutral acute care cost conpo-
nent of a general hospital's reinbursable inpatient operating cost base
per day after application of the trend factor and the addition of
special additional inpatient operating costs; |long stay patient days
i ncurred by such general hospital in nineteen hundred eighty-seven or
the nunber of such Iong stay patient days during a recent twelve nonth
period prior thereto established by regulation for which data are avail -
abl e subsequently reconciled by an adjustnent to reflect nineteen
hundred eighty-seven data; and the specific diagnosis-related groups
with which the long stay patients are identified. The long stay outlier
t hreshol ds shall be determ ned by adding a sufficient nunber of standard
deviations to the nean |length of stay for each diagnosis-related group
such that it is estimated for rates of paynment during the period January
first, nineteen hundred eighty-eight through Decenber thirty-first,
ni neteen hundred ninety based upon nineteen hundred eighty-five data
froma representative sanple of general hospitals and for rates of
paynment during the period January first, nineteen hundred ninety-one
t hrough Decenber thirty-first, nineteen hundred ninety-three based upon
ni net een hundred ei ghty-nine data froma representative sanple of gener-
al hospitals and for rates of paynment during the period January first,
ni net een hundred ni nety-four through Decenber thirty-first, nineteen
hundred ni nety-ni ne and periods on and after January first, two thousand
based upon ni neteen hundred ninety-two data froma representative sanpl e
of general hospitals that the costs associated with the portion of
hospital stays in excess of the long stay outlier thresholds do not
exceed three percent of the total of the acute care cost conmponents of
rei nbursabl e i npatient operating costs related to the determ nation of
case based rates of paynent. The costs associated with the outlier
portion of long stay outliers for each general hospital participating in
the determ nation of the weighting factors shall be renoved from each
di agnosi s-rel ated group before cal cul ating the weighting factors;
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(iv) an estimte of inpatient costs which are related to short stay
patients as defined in paragraph (d) of subdivision four of this section
shall be elimnated fromrei nbursable inpatient operating costs consid-
ering a short stay patient cost conversion factor deternm ned based on
ni net een hundred eighty-five data froma representative sanple of gener-
al hospltals a case mx neutral acute care cost component of a genera
hospital's reinbursable inpatient operating cost base per day after
application of the trend factor and the addition of special additiona
i npati ent operating costs; short stay patient days incurred by such
general hospital in nineteen hundred ei ghty-seven or the nunber of such
short stay patient days during a recent twelve nonth period prior there-
to established by regulation for which data are available subsequently
reconciled by an adjustnment to reflect nineteen hundred ei ghty-seven
data; and the specific diagnosis-related groups wth which the short
stay patients are identified. Such costs shall be elinmnated in accord-
ance with rules and regul ati ons adopted by the council and approved by
the comm ssioner which shall contain the specific nethodology to
adequately identify the costs related to short stay patients. Short stay
cases shall be elimnated in conputing discharges of a general hospital.
The costs and di scharges for short stay cases for each general hospital
participating in the determnation of the weighting factors shall be
renoved before cal culating the weighting factors.

7. Qperating cost group component. (a) A general hospital's group
category average inpatient reinbursable operating cost per discharge
(price) shall be a conposite factor determ ned in accordance with rules
and regul ations adopted by the council and approved by the comm ssi oner
based on a group price conponent determ ned in accordance with subpara-
graph (i) of this paragraph, a hospital-specific price conponent deter-
m ned in accordance with subparagraph (ii) of this paragraph, and an
adj ustment in accordance with subparagraph (iii) of this paragraph.

(i) The group price conmponent shall be based on the costs and statis-
tics of general hospitals in the group category established pursuant to
paragraph (b) of this subdivision to which the hospital is assigned by
t he conmi ssioner to conpute a group based average inpatient reinbursable
operating cost per discharge for the group category. GCeneral hospital
costs and statistics shall be determ ned consistent with the nethodol ogy
to determ ne hospital -specific average rei nbursabl e inpatient operating
cost per discharge pursuant to subdivision six of this section; adjusted
to reflect additional cost increases in accordance wth subparagraph
(ii) of paragraph (e) of subdivision one of this section; and adj usted
to exclude the conponents of hospital-specific inpatient reinbursable
operating costs related to education, physician, anbul ance services and
organ acqui sition costs determ ned in accordance with paragraph (c) of
this subdivision and mal practice i nsurance costs, and the conponents of
speci al additional inpatient operating costs determ ned and allocated in
accordance with subparagraphs (i), (iii) and (iv) of paragraph (e) of
subdivision one of this section associated with cost increases in such
costs; and adjusted to exclude the conponents of special additiona
i npatient operating costs determned and allocated in accordance with
clauses (B), (D), (H), and (I) of subparagraph (iii) and clauses (A,
(E) and (F) of subparagraph (iv) of paragraph (e) of subdivision one of
this section; and adjusted to reflect additional nodifications to case
payments in accordance with subparagraph (iii) of paragraph (c) of
subdi vi sion six of this section. The group based average inpatient reim
bursabl e operating costs conputed for a general hospital shall be
adjusted to reflect the hospital-specific indirect medical education
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costs percentage of such hospital determ ned in accordance with subpara-
graph (ii) of paragraph (c) of this subdivision.

Hospital costs shall be standardi zed for conpari son purposes consi der-
ing differences in wage and wage-related costs |evels and such other
econonic factors, such as a power equalization factor, as may be deter-
mned in accordance wth rules and regul ati ons adopted by the counci
and approved by the comm ssi oner.

(ii) A hospital-specific price conponent shall be determ ned for each
general hospital based on such hospital's hospital -specific education,
physi ci an, anbul ance services and organ acqui sition costs determned in
accordance w th subparagraphs (i), (iii) and (iv) of paragraph (c) of
t hi s subdi vi sion and nmal practice insurance costs, and the conponents of
speci al additional inpatient operating costs determ ned and allocated in
accordance w th subparagraphs (i), (iii) and (iv) of paragraph (e) of
subdi vi sion one of this section associated with cost increases in such
costs, and special additional inpatient operating costs determ ned and
all ocated in accordance with clauses (B), (D), (H and (I) of subpara-
graph (iii) and clauses (A, (E) and (F) of subparagraph (iv) of para-
graph (e) of subdivision one of this section, as excluded pursuant to
subparagraph (i) of this paragraph, per discharge, standardi zed to
refl ect nineteen hundred ei ghty-seven hospital case m Xx.

(ii1) A general hospital's group category average inpatient reinbursa-
bl e operating cost per discharge shall be adjusted on a payor category
basis to reflect allocation of nal practice insurance costs in accordance
with the nethodology developed pursuant to subparagraph (ii) of para-
graph (h) of subdivision eleven of this section.

(b) General hospital group categories shall be established in accord-
ance with rules and regul ations adopted by the council and approved by
t he conm ssioner for purposes of conputing group category average i npa-
tient reinbursable operating cost per discharge considering, but not
limted to, factors such as hospital size, hospital nmedical education
activity, teaching status and geographic divisions of the state.

(c) Education, physician, anbulance services and organ acquisition
costs shall include:

(i) direct nedical education expenses, defined as the reinbursable
costs of residents, fellows, and supervising physicians, conbined with
the costs of hospital based physicians;

(ii) indirect nedical education expenses, defined as an estimte of
the <costs, other than direct costs, of educational activities in teach-
ing hospitals attributable to factors including but not Ilimted to
i ncreased overhead, nore severely ill patients and the tendency of resi-
dents to provide nore tests than experienced |icensed physicians. For
the rate period beginning January first, nineteen hundred eighty-eight
and ending Decenber thirty-first, nineteen hundred eighty-eight, an
estimate of indirect medical education costs shall be determned in
accordance w th the nmethodol ogy applicable for purposes of determ ning
an estimate of indirect nmedical education costs for reinbursenent for
i npatient hospital service pursuant to title XVIII of the federal socia
security act (medicare) in effect on the first day of July in the year
preceding the rate period. The council may adopt rules and regul ations,
subject to the approval of the comm ssioner, to revise the nmethodol ogy
for the determ nation of an estimate of indirect nmedical education costs
to reflect revisions to the nethodology applicable for purposes of
determining reinbursenment for inpatient hospital service pursuant to
title XVI11 of the federal social security act (nedicare) effective
subsequent to the first day of July in the year preceding the rate peri-
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od. For annual rate periods beginning on or after January first, nine-
teen hundred ei ghty-nine an estinmate of indirect nmedical education costs
shall be determ ned in accordance with rules and regul ati ons adopted by
the council and approved by the comm ssi oner;

(ii1) the reinbursable costs of schools of nursing, allied profes-
sional progranms and anbul ance services; and

(iv) the reinbursable costs of organ acquisition services not reim
bursed pursuant to the nethodol ogy applicable for purposes of reinburse-
ment pursuant to title XVIII of the federal social security act (nedi-
care).

(d) The comm ssioner shall establish, in accordance wth rules and
regul ati ons adopted by the council and approved by the comm ssioner, the
nmet hodol ogy to determi ne the hospital's group category average inpatient
rei nbursable operating cost per discharge (price) and the percentage
anounts, pursuant to subparagraphs (i), (ii) and (iii) of paragraph (b)
of subdivision five of this section, of the group category average inpa-
tient reinbursable operating cost per discharge to be used to determ ne
the inpatient reinbursable operating cost conponent of case based rates
for annual rate periods beginning on or after January first, nineteen
hundr ed ei ghty-ei ght.

8.] 3. Capital related inpatient expenses. (a) Capital related inpa-
tient expenses including but not limted to straight |ine depreciation
on buildings and non-novable equipnent, accelerated depreciation on
maj or novabl e equi prent if requested by the hospital, rentals and inter-
est on capital debt (or for hospitals financed pursuant to article twen-
ty-eight-B of this chapter, such expenses, including anortization in
lieu of depreciation, as determ ned pursuant to the rei nbursenment regu-
| ations pronmulgated pursuant to such article and THI S article [twenty-
eight of this chapter]), shall be included in rates of paynent deter-
mned pursuant to this section based on a budget for capital related
i npati ent expenses and subsequently reconciled to actual expenses and
statistics through appropriate audit procedures. General hospitals
shall submt to the commi ssioner, at |east one hundred twenty days prior
to the comencenent of each year, a schedule of capital related inpa-
tient expenses for the forthcom ng year. Any capital expenditure which
requires or required approval pursuant to this article nust have
recei ved such approval for any capital rel ated expense generated by such
capital expenditure to be included in rates of paynment. The basis for
determining capital related inpatient expenses shall be the |esser of
act ual cost or the final amount specifically approved for the
construction of the capital asset. The submtted budget may include the
capital related inpatient expenses for all existing capital assets as
well as estimates of capital related inpatient expenses for capital
assets to be acquired or placed in use prior to the commencenent of the
rate year or during the rate year provided all required approvals have
been obt ai ned.

The council shall adopt, with the approval of the comm ssioner, regu-
| ati ons to:

(i) identify by type the eligible capital related inpatient expenses;

(ii) safeguard the future financial viability of voluntary, non-profit
general hospitals by requiring funding of inpatient depreciation on
bui | di ng and fi xed and novabl e equi pnent;

(ii1) provide authorization to adjust inpatient rates by advancing
paynment of depreciation as needed, in instances of capital debt related
financial distress of voluntary, non-profit general hospitals; and

(iv) provide a nethodol ogy for the reinbursenent treatnent of sales.
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(b) Capital related inpatient expenses shall be included in case based
paynents based on the hospital's average capital related inpatient
expenses per discharge. Adjustnents shall be made to capital related
costs and statistics to reflect capital related inpatient expenses reim
bursed on a per diembasis in accordance with [paragraphs (a), (d), (e),
(g) and (i) of subdivision four] SUBDI VISION TWD of this section

(c) In order to reconcile capital related inpatient expenses included
in rates of paynent based on a budget to actual expenses and statistics
for the rate period for a general hospital, rates of paynment for a
general hospital shall be adjusted to reflect the dollar value of the
di fference between capital related inpatient expenses included in the
conmput ation of rates of paynent for a prior rate period based on a budg-
et and actual capital related inpatient expenses for such prior rate
period, each as determned in accordance wth paragraph (a) of this
subdi vi sion, adjusted to reflect increases or decreases in volunme of
service in such prior rate period conpared to statistics applied in
deternmining the capital related inpatient expenses conponent of rates of
paynment based on a budget for such prior rate period. [Notw thstanding
any inconsistent provision of subparagraph (i) of paragraph (e) of
subdi vision nine of this section, capital related inpatient expenses of
a general hospital included in the conmputation of rates of paynent based
on a budget shall not be included in the conputation of a vol une adj ust-
nment made in accordance with such subparagraph. Adjustnents to rates of
paynment for a general hospital nade pursuant to this paragraph shall be
made in accordance wth paragraph (c) of subdivision eleven of this
section. Such adjustnents shall not be carried forward except for such
vol une adjustment as nmay be authorized in accordance with subparagraph
(i) of paragraph (e) of subdivision nine of this section for such gener-
al hospital

(e)] (D) Notwi thstandi ng any inconsistent provision of this subdivi-
sion, comencing April first, nineteen hundred ninety-five, when a
factor for reconciliation of budgeted capital related inpatient expenses
to actual capital related inpatient expenses for a prior year is
included in the capital related inpatient expenses conponent of rates of
paynment, such capital related inpatient expenses conponent of rates of
paynment shall be reduced by the comm ssioner by the difference between
the reconciled capital related inpatient expenses included in rates of
paynment determ ned in accordance with paragraphs (a), (b) and (c) of
this subdivision for such prior year and capital related inpatient
expenses for such prior year calculated based on the hospital'’ aver age
capital related inpatient expenses conputed on a per dlen1ba3|s

[(f)] (B Notw thstandi ng any inconsistent provision of this section,
commenci ng April first, nineteen hundred ninety-five for purposes of
deternmining the capital rel ated i npatient expenses conponent of rates of
paynment for patients eligible for paynents nade by state governnental
agencies for a rate year, the submtted budget for capital related inpa-
tient expenses of a general hospital applicable to the rate year shal
be decreased by the comm ssioner to reflect the percentage anount by
whi ch the budget for the base year two years prior to the rate year for
capital related inpatient expenses of the hospital exceeded actua

expenses.
[(g)] (F) Notwi thstandi ng any inconsistent provision of this article,
commencing April first, nineteen hundred ninety-five for rates of

paynment for patients eligible for paynents made by state governnental
agencies, the capital related inpatient expenses conponent determned in
accordance wth paragraph (a) of this subdivision [and the capital cost
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per visit conmponents determ ned in accordance with subparagraphs (i) and
(ii) of paragraph (g) of subdivision two of section twenty-eight hundred
seven of this article] shall be adjusted by the comm ssioner to exclude
such expenses related to:

(i) forty-four percent of the costs of mmjor novabl e equi pnent; and

(ii) staff housing.

[9. Adjustnments. For annual rate periods beginning on or after January
first, nineteen hundred ei ghty-eight:

(a) The comm ssioner shall on his own initiative, or on the basis of a
request froma general hospital, adjust an established rate to reflect:

(i) the reduction of <costs related to the elimnation of a genera
hospital inpatient service in instances where the costs of such service
were included in the rate established; and

(ii) the correction of errors or om ssions of data or in conputation.

(b) General hospitals may request and the comm ssioner shall consider
an adjustnment to an established rate to reflect increased expenses in
excess of costs reported by the general hospital in the nineteen hundred
eighty-five cost report, after application of the trend factor, or
reconsi deration of disallowed expenses based on:

(i) justification of all or a portion of expenses not included in the
rate resulting fromthe cost analysis process contained in subparagraph
(i) of paragraph (a) of this subdivision;

(ii) additional operational expenses related to approved construction
or service changes;

(ii1) the addition of costs related to a state requirenent for addi-
tional services to be provided or additional costs to be incurred in
neeting state and federal requirenents;

(iv) additional operational expenses to pernmt a nore efficient and
econoni cal nmethod of delivering a service;

(v) increased costs determ ned to be needed to recruit or maintain an
appropriate level of personnel providing professional services to
patients; and

(vi) increased costs for conpensation of enployees.

(c) I'n determning the reasonabl eness or justification of an adjust-
ment to an established rate related to subparagraph (vi) of paragraph
(b) of this subdivision, the conm ssioner shall consider:

(i) the fiscal capability of the general hospital to finance such
increases fromits own resources;

(ii) the past history of the general hospital with respect to compen-
sation increases and all owed conpensation trend factors; and

(ii1) the econonmy in the area in which the general hospital is
| ocat ed.

(d) General hospitals may request and the conmm ssioner shall consider
a change in assignnent anong the group categories established pursuant
to paragraph (b) of subdivision seven of this section to which the
hospital is assigned for purposes of conmputing group category average
rei mbursabl e i npatient operating cost per discharge.

(e) (i) Volunme adjustnments which would result in revisions in case
paynment rates shall not be nmade to reflect increases or decreases in
di scharges for other than beneficiaries of title XVIII of the federa
social security act (nedicare) in rate years beginning on or after Janu-
ary first, nineteen hundred eighty-eight, except in those specific
i nstances where a decrease in volunme as nmeasured by discharges, includ-
i ng di scharges of patients for whomrei nbursenent is provided on a per
diem basis in accordance wth paragraph (a) of subdivision el even of
this section, is equal to or greater than one percent of discharges in
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ni neteen hundred eighty-seven for those general hospitals having two
hundred or less certified acute care beds and classified as a rura
hospital for purposes of determning paynent for inpatient services
provided to beneficiaries of title XVIII of the federal social security
act (nedicare) or under state regul ations, based on the total nunber of
i npatient 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, nineteen hundred ninety, or equal to or great-
er than ten percent of discharges in nineteen hundred eighty-seven for
all other general hospitals, and the failure to make such adj ust nment
seriously inmpacts on the financial stability of a needed hospital, and
except 1n those specific instances where an increase in volunme as neas-
ured by discharges is equal to or greater than ten percent of discharges
i n nineteen hundred ei ghty-seven. Provided, however, that an adj ustnent
for volume increases shall not apply to those general hospitals having
two hundred or less certified acute care beds and classified as a rura
hospital for purposes of determning paynent for inpatient services

provided to beneficiaries of title XVIIl of the federal social security
act (medicare) or under state regul ations, based on the total nunber of
i npatient acute care beds for which such general hospital is 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. For general hospitals
and distinct wunits of general hospitals not reinbursed on a case based
paynment per discharge basis, volune adjustnents nmay be nade during the
above indicated rate years in accordance with regul ati ons adopted by the
council and approved by the comm ssi oner.

(ii) The comm ssioner shall adjust the rates for those general hospi-
tals and units of general hospitals excluded from case paynment in
accordance with paragraph (e) or (g) of subdivision four of this section
for case m x changes for other than beneficiaries of title XVIII of the
federal social security act (medicare).

(f) General hospitals that did not qualify for a vol une adjustnent for
t he ni neteen hundred ei ghty-six and ni neteen hundred eighty-seven rate
periods for rates of paynment determ ned in accordance with section twen-
ty-ei ght hundred seven-a of this article nmay request and the conmm ssion-
er shall consider an adjustnent to an established case based rate of
paynment for nineteen hundred ei ghty-eight based on increases in volune
as measured by discharges, based on a conparison between nineteen
hundred eighty-five and nineteen hundred eighty-seven di schar ges,
excluding in such conparison discharges of patients who are benefici -
aries of title XVIIl of the federal social security act (nedicare) and
di scharges related to transfer cases (transferring hospital) and short
stay cases as defined in this section, provided such general hospital
neets performance criteria established in accordance with rules and
regul ati ons adopted by the council and approved by the comm ssioner.
Such criteria shall include but need not be limted to: maintenance of
i ke patient occupancy rates for the rate periods nineteen hundred
ei ghty-five, nineteen hundred eighty-six and nineteen hundred ei ghty-
seven; a reduction in patient length of stay for other than benefici-
aries of title XVIIl of the federal social security act (medicare) based
on a conparison with nineteen hundred eighty-five data; and an expanded
use of ambul atory surgery by the general hospital based on a conparison
with nineteen hundred eighty-five data. Such adjustnent shall consider,
but need not be linmted to, the variable costs related to vol une changes
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in accordance with rules and regul ations adopted by the council and
approved by the comm ssi oner.

(g) Al appeals shall be submtted to the conm ssioner, who may submt
a copy of the appeal to interested parties for the purpose of providing
an opportunity for coment within a specified tinme period.

(h) The comm ssioner shall act upon all properly docunented appeals
for adjustnents concerning base year costs by Novenber first of the
cal endar year for which the rate is effective provided that all inform-

tion necessary to determne whether an adjustnment is justified is
submtted by the facility prior to May first of such year. In the event
such an appeal is filed by My first, but information necessary to
deternmine whether an adjustnent is justified is submtted after such
date, the conm ssioner shall act on the appeal within six nonths after
recei ving the necessary informtion.

10.] 4. Trend factors. (a) The conmm ssioner, in accordance with the
nmet hodol ogy devel oped for rate periods through March thirty-first, two
thousand, for rates of paynent for state governnental agencies and
t hrough Decenber thirty-first, nineteen hundred ninety-six for rates of
paynent for all other payors pursuant to paragraph (b) of this subdivi-
sion, shall establish trend factors to project for the effects of
inflation. The factors shall be applied to the appropriate portion of
rei nbursabl e costs. The nethodology for developing the trend factor
shall include the appropriate external price indicators and shall also
include the data from najor collective bargai ning agreenents as reported
quarterly by the federal departnent of |abor, bureau of |abor statis-
tics, for non-supervisory enployees.

(b) The net hodol ogy shall be devel oped for rate periods through March
thirty-first, two thousand, for rates of paynent for state governnental
agencies and through Decenber thirty-first, nineteen hundred ninety-six
for rates of paynment for all other payors by four independent consult-
ants with expertise in health econom cs or rei nmbursenent methodol ogi es
for health-rel ated services appointed by the conmm ssioner. For nineteen
hundred ninety-six, through WMarch thirty-first, two thousand, the
commi ssioner shall apply the nineteen hundred ninety-five trend factor
nmet hodol ogy. The commi ssi oner shall nonitor the actual price novenents
of the external price indicators used in the nmethodol ogy for one inter-
im adjustnment to the trend factors to reflect such price novenents and
one final adjustnent to the trend factors to reflect such price nove-
nments. At the same tinme adjustnments are nade to the trend factors in
accordance with this paragraph, adjustnents shall be nade to all inpa-
tient rates of paynment affected by the adjusted trend factors.

(c) (1) For rate periods on and after April first, two thousand, the
comm ssioner shall establish trend factors for rates of paynent for
state governmental agencies to project for the effects of inflation
except that such trend factors shall not be applied to services for
which rates of paynment are established by the comm ssioners of the
department of nental hygi ene. The factors shall be applied to the appro-
priate portion of reinbursable costs.

(2) I'n developing trend factors for such rates of paynent, the commi s-
sioner shall use the nobst recent Congressional Budget O fice estinate of
the rate year's U.S. Consunmer Price Index for all wurban consuners
publ i shed in the Congressional Budget O fice Econom c and Budget Qutl ook
after June first of the rate year prior to the year for which rates are
bei ng devel oped.

(3) After the final U S. Consumer Price Index (CPlI) for all urban
consuners is published by the United States Departnent of Labor, Bureau
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of Labor Statistics, for a particular rate year, the conmm ssioner shal
reconcile such final CPlI to the projection used in subparagraph two of
this paragraph and any difference will be included in the prospective
trend factor for the current year.

(4) At the tinme adjustnents are made to the trend factors in accord-
ance with this paragraph, adjustnents shall be made to all inpatient
rates of paynment affected by the trend factor adjustnent.

[11.] 5. Special provisions. [(a) Notw thstandi ng any inconsi stent
provi sion of this chapter or any other law to the contrary, paynment for
I npatient hospital services provided on or after January first, nineteen
hundred eighty-eight to a patient admtted to a general hospital prior
to January first, nineteen hundred eighty-eight otherwise eligible for
paynent on a case based paynent per discharge basis for a diagnosis-re-
| ated group shall be at the rate of paynment for such general hospital
for such patient in effect for Decenber thirty-first, nineteen hundred
ei ghty-seven provi ded, however, that the operating cost conponents of
such rates of paynment for inpatient hospital services provided on or
after January first, nineteen hundred ei ghty-eight shall be projected to
the rate period by the trend factor determ ned in accordance with subdi -
vision ten of this section and reconciled on a cunulative basis on or
about March thirty-first, nineteen hundred eighty-eight and Decenber
thirty-first, nineteen hundred eighty-eight for paynent of adjusted
rates of paynment based on such trend factor adjustment. The conponent of
such rates of paynment based on the allowances provided in accordance
wi th paragraphs (e) and (f) of subdivision eight of section twenty-eight
hundred seven-a of this article shall be returned to the applicable
regional pool <created in accordance with subdivision fifteen of such
section and distributed in accordance with subdivision sixteen of such
section based on needs for the financing of |osses resulting from bad
debts and the costs of charity care as determ ned for purposes of nine-
teen hundred ei ghty-seven distributions.

(b) The council shall adopt rules and regulations subject to the
approval of the conm ssioner regarding payor paynment responsibilities
when a patient has coverage with nore than one payor for general hospi-
tal inpatient services and during a hospital stay exhausts benefits
avai l able fromthe primary payor, or receives services not reinbursed by
the primary payor, so that the hospital shall be reinbursed by a second-
ary payor for services not reinbursed by the prinmary payor that are
included as a benefit of the secondary payor. A primary payor for
pur poses of this paragraph shall include benefits avail able pursuant to
title XVI11 of the federal social security act (nedicare).

(c)(i) Adjustnments to rates made pursuant to this section for rate
periods conmencing on or after January first, nineteen hundred ninety-
seven may be made prospectively or retrospectively on the next foll ow ng
January or July unless otherw se specifically authorized.

(ii) The conm ssioner nmay further adjust rates retrospectively for
paynents by state governnental agencies upon a finding that the failure
to do so seriously inpacts on a general hospital's financial stability.

(ii1) Regardless of whether rates are adjusted prospectively or
retrospectively the authorized dollar value of the adjustnment shall be
the sane, calculated by including the retroactive inpact of such adjust-
ment if such adjustment is nmade prospectively. A prospective adjustnent
to reflect the retroactive inpact of an adjustnment shall be included in
the determ nation of rates of paynent for a prospective rate period
based on the nethodology applied in accordance with this section for
cal cul ation of rates of paynent for such prospective rate period. The
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al l omance reflected in paynents to a general hospital or a pool related
to a prospective adjustnment which reflects the retroactive inpact of an
adj ust ment shall be conputed based on the all owance percentage in effect
during the prospective period such adjustnent is in effect. No recal cu-
| ation of the basis for distribution of funds from bad debt and charity
care regional pools determ ned in accordance with subdivision seventeen
of this section shall be made for a prospective adjustnment which
reflects the retroactive inpact of an adjustnent.

(d)] (A) Working capital. General hospitals nmay include as a financing
or working capital charge an addition of two percent of any valid claim
not paid within thirty days of subm ssion or deternmination of payor
liability, whichever is later, and one percent per nonth thereafter.
Fi nanci ng or working capital charges shall not be applied to hospital

billings to third party payors participating in an advance paynent
system Any payor not participating in an advance paynent system or
offering admssion billing shall allowinterimbilling for a patient

whose stay exceeds thirty days.

[(e)] (B) (i) Except for paynments nade pursuant to the workers
conpensation |law, the volunteer firefighters' benefit law, or the volun-
teer anbul ance workers' benefit law, a two percent discount from genera
hospital paynents shall be available to all payors whose paynents are
cal cul ated in accordance with paragraphs [(b)] (E) and [(c)] (G of
subdivision one of this section making paynent in full to a genera
hospital for covered hospital services wthin ten calendar days of
receipt from the hospital by the appropriate payor of a bill for such
servi ces.

(ii) A three percentage point reduction in the differential of five
percent for general hospital paynents shall be available to all payors
whose paynents are cal cul ated in accordance with paragraph [(b)] (E) of
subdi vi si on one or paragraph [(e)] (B) of subdivision [four] TWO of this
section which are nmaki ng paynents pursuant to the workers' conpensation
| aw, the volunteer firefighters' benefit |law, or the volunteer anbul ance

wor kers' benefit | aw when such paynents are made in full to a genera
hospital for covered hospital services within ninety cal endar days of
recei pt fromthe hospital by the appropriate payor of a bill for such

services, and an additional two percentage point reduction shall be
avai |l abl e for such payors if such paynent is made wthin forty-five
cal endar days of receipt of such a bill

[(f) (i) In order to allow for real increases in general hospital case
mx while limting the effect of potential case m x changes that are the
result of changes in coding practices rather than real changes in case
m X, the conm ssioner shall annually for rate periods through Decenber
thirty-first, nineteen hundred ninety-six, in accordance with rules and
regul ati ons adopted by the council and approved by the comm ssioner,
adj ust individual general hospitals' case paynent rates determned in
accordance with paragraphs (a) and (b) of subdivision one of this
section to account for increases in the statew de average case m X,
based on increases in statew de average assignnent to diagnosis-related
groups for all patients other than beneficiaries of title XVIII of the
federal social security act (medicare), that exceed the allowabl e state-
wi de increase determined in accordance wth this subparagraph. The
comm ssioner further shall adjust individual general hospitals' case
paynent rates determned in accordance wth this section for state
governmental agencies for the periods January first, nineteen hundred
ni nety-seven through March thirty-first, two thousand and on and after
April first, two thousand, in accordance with clause (G of this subpar-
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agraph and to account for increases in statew de average case m x, based
on increases in statew de average assignnent to di agnosis-rel ated groups
based on data only for patients that are eligible for nmedical assistance
pursuant to title eleven of article five of the social services |aw,
i ncludi ng such patients enrolled in health rmaintenance organizations,
that exceed the allowable statew de increase determ ned in accordance
with clause (B-1) of this subparagraph.

(A) The increase in the statewi de average case nmix in a rate year
during the period January first, nineteen hundred ei ghty-eight through
Decenber thirty-first, nineteen hundred ninety-three from the nineteen
hundred eighty-seven statewi de average case mx shall not exceed two
percent in nineteen hundred ei ghty-eight conpared to nineteen hundred
ei ghty-seven, three percent in nineteen hundred ei ghty-nine conpared to
ni net een hundred ei ghty-seven, four percent in nineteen hundred ninety
conpared to nineteen hundred eighty-seven, five percent in nineteen
hundred ni nety-one conpared to nineteen hundred eighty-seven, and,
notwi thstanding any inconsistent rule or regulation, for rates of
paynment for state governnental agencies six percent in nineteen hundred
ninety-two conpared to nineteen hundred ei ghty-seven and seven percent
i n nineteen hundred ninety-three conpared to nineteen hundred eighty-
seven, and for rates of paynment for payors other than state government al
agencies six and seven-tenths percent in nineteen hundred ninety-two
conpared to ni neteen hundred ei ghty-seven and seven percent in nineteen
hundred ni nety-three conpared to nineteen hundred ei ghty-seven.

(B) The increase in the statew de average case mx in a rate year
during the period January first, nineteen hundred ninety-four through
Decenber thirty-first, nineteen hundred ninety-six fromthe nineteen
hundred ni nety-two statew de average case m x, plus adjustnents, shal
not exceed: for rates of paynment for state governnental agencies two
percent in the period January first, nineteen hundred ninety-four
t hrough June thirtieth, nineteen hundred ninety-four, and, notwthstand-
ing any inconsistent rule or regulation, six and two-tenths percent in
the period July first, nineteen hundred ninety-four through Decenber
thirty-first, nineteen hundred ninety-four, three percent in the period
January first, nineteen hundred ninety-five through March thirty-first,
nineteen hundred ninety-five, two percent in the period April first,
ni net een hundred ninety-five through Decenber thirty-first, nineteen
hundred ninety-five, and three percent in the period January first,
ni net een hundred ninety-six through Decenber thirty-first, nineteen
hundred ninety-six; and for rates of paynent for payors other than state
government al agencies two percent in nineteen hundred ninety-four, three
percent in nineteen hundred ninety-five, and four percent in the period
January first, nineteen hundred ninety-six through Decenber thirty-
first, nineteen hundred ninety-six. Adjustnents to the nineteen hundred
ni nety-two statew de average case m x shall nean an adjustnent for any
increase in nineteen hundred ninety-two statew de average case m x
conpared to ni neteen hundred ei ghty-seven statew de average case mx in
excess of six percent of nineteen hundred ei ghty-seven statew de average
case mx and a further adjustnment to reflect that neasurenent of case
m X i ncrease fromthe nineteen hundred ninety-two statew de average case
m x rather than the nineteen hundred ei ghty-seven statew de average case
mx reflects the increase in statew de average case nix from nineteen
hundred ei ghty-seven to nineteen hundred ninety-two in order to nmaintain
the effective maximum rate of allowable statew de average case m X
i ncreases at a percentage per year of the nineteen hundred eighty-seven
statewi de average case m Xx. Nineteen hundred ninety-two case nix shal
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be determ ned based on ni neteen hundred ninety-two data received by the
departrment by April thirtieth, nineteen hundred ninety-three.

(B-1) The increase in the statewi de average case mx in the periods
January first, nineteen hundred ninety-seven through March thirty-first,
two thousand and on and after April first, two thousand through March
thirty-first, two thousand six and on and after April first, two thou-
sand six through March thirty-first, two thousand seven, and on and
after April first, tw thousand seven through March thirty-first, two
t housand nine, and on and after April first, tw thousand nine through
March thirty-first, two thousand el even, fromthe statew de average case
mx for the period January first, nineteen hundred ninety-six through
Decenber thirty-first, nineteen hundred ninety-six shall not exceed one
percent for nineteen hundred ninety-seven, two percent for nineteen
hundred ni nety-eight, three percent for the period January first, nine-
teen hundred ninety-nine through Septenber thirtieth, nineteen hundred
ni nety-ni ne, four percent for the period Cctober first, nineteen hundred
ni nety-ni ne through Decenber thirty-first, nineteen hundred ninety-nine,
and four percent for two thousand plus an additional one percent per
year thereafter, based on conparison of data only for patients that are
eligible for medical assistance pursuant to title eleven of article five
of the social services |law, including such patients enrolled in health
mai nt enance organi zati ons.

(CO Rate year case mx shall be determ ned based on rate year data
recei ved by the departnent by April thirtieth next following the end of
the rate year. Case m x may be determ ned based on general hospital data
received or anmended after such due dates provided, however, that a
general hospital that does not submit the appropriate data in a tinely
manner shall be subject to the provisions of section twelve-d of this
chapter.

(D) If in any rate period on an annualized basis the cunulative case
m X increase exceeds the allowable statew de increase, rates of paynent
to general hospitals shall be adjusted in accordance wth rules and
regul ations adopted by the council and approved by the conm ssioner
whi ch shall contain the specific nethodology to allocate the reduction
anong general hospitals, in order to reduce the effect of the statew de
increase on rates of paynment to reflect the allowable increase.
Not wi t hstandi ng any inconsistent provision of this paragraph, rate
adj ustments for purposes of this paragraph shall be made on a six nonth
rate period basis for the period July first, nineteen hundred ninety-
four through Decenber thirty-first, nineteen hundred ninety-four. The
retroactive inpact of adjustments to rates of paynent for payors other
t han state governnental agencies based on the amendnents to this para-
graph effective July first, nineteen hundred ninety-four shall be
reflected in a prospective adjustnent to rates of paynent for such
payors for the period July first, nineteen hundred ninety-four through
Decenber thirty-first, nineteen hundred ninety-four.

(E) Such net hodol ogy shall take into account past trends of individua
general hospitals' case m x changes, and, within the aggregate all owabl e
statewi de increase in case mx, permt general hospitals to appeal to
the comm ssioner their proposed allocation of a reduction in rates of
paynment related to increases in statew de average case ni x based on such
factors as changes in hospital service delivery and referral patterns.

(F) Case mix changes due to acquired inmune deficiency syndrone,
tubercul osi s, epidenics or other catastrophes resulting in extraordinary
hospital utilization shall not be subject to this Iimtation.
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(G Adjustnents determined in accordance wth clause (B) of this
subpar agraph for the period January first, nineteen hundred ninety-six
through Decenber thirty-first, nineteen hundred ninety-six on a fina
basis, and in accordance with subparagraph (ii) of this paragraph on an
interim basis, shall be applied to rates of paynment for state govern-
nment al agencies during the period January first, nineteen hundred nine-
ty-seven through March thirty-first, two thousand and periods on and
after April first, two thousand.

(ii) (A The comm ssioner shall, in accordance with rules and regu-
| ations adopted by the council and approved by the conm ssioner, for
pur poses of paynments on an interimbasis periodically conpute an adj ust-
ment to individual general hospitals' case paynment rates for prior peri-
ods for the payor categories specified in paragraphs (a) and (b) of
subdivision one of this section to account for increases in the state-
wi de average case m x, based on increases in statewide average assign-
nment to diagnosis-related groups for all patients other than benefici-
aries of title XVIIl of the federal social security act (medicare), that
exceed the allowabl e statew de increase. The increase in the statew de
average case mx in a rate year during the period January first, nine-
teen hundred eighty-eight through Decenber thirty-first, ni net een
hundred ninety-three from the nineteen hundred ei ghty-seven statew de
average case mx and in a rate year during the period January first,
ni neteen hundred ninety-four through Decenber thirty-first, nineteen
hundred ni nety-six fromthe adjusted nineteen hundred ninety-two state-
wi de average case m x shall not exceed the all owabl e statew de increase
as determ ned in accordance with subparagraph (i) of this paragraph.
Adj ustnents nmay be nade on a quarterly basis consistent with this annua
limtation. If in any quarter of the rate year the cunulative case m x
increase for the rate year exceeds the allowable statew de increase,
paynent rates to general hospitals shall be adjusted in accordance with
rul es and regul ati ons adopted by the council and approved by the conmm s-
sioner which shall contain the specific methodology to allocate the
reducti on anmong general hospitals provided, however, that any funds to
be recovered from hospitals based on such adjustnments for prior periods
shall be recovered by prospective adjustnent of rates of paynent in
accordance with paragraph (c) of this subdivision, in order to reduce
the effect of the statewi de increase on rates of paynent to reflect the
al l omabl e increase, taking into consideration the effect of any adjust-
ment applicable in the rate period made in accordance w th subparagraph
(ii1) of this paragraph. Case m x changes due to acquired inmune defi-
ci ency syndrome, tubercul osis, epidenics or other catastrophes resulting
in extraordinary hospital utilization shall not be subject to this lim-
tation, pursuant to rules and regulations adopted by the council and
approved by the comm ssi oner.

(B) The comm ssioner further shall for purposes of paynents on an
interim basis periodically conpute an adjustnent to individual genera
hospital s' case paynent rates for prior periods for paynents nade by
state governmental agencies to account for increases in the statew de
average case m x, based on increases in statew de average assignnent to
di agnosi s-related groups for patients that are eligible for nedica
assi stance pursuant to title eleven of article five of the socia
services law eligible for paynments made by state governnental agencies
or by health mai ntenance organi zati ons, that exceed the all owabl e state-
wi de increase as determ ned in accordance with clause (B-1) of subpara-
graph (i) of this paragraph.
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(ii1) The comm ssioner shall, in accordance with rules and regul ati ons
adopted by the council and approved by the comm ssioner, periodically
prospectively adjust for purposes of paynents on an interimbasis indi-
vidual general hospitals' case paynment rates for the payor categories
specified in paragraphs (a) and (b) of subdivision one of this section
to account for increases in statew de average assignment to diagnosis-
related groups which exceed the allowable statew de increase as deter-
m ned in accordance wth subparagraph (ii) of this paragraph.

(iv) Rates of paynment of a general hospital shall be adjusted in
accordance with paragraph (c) of this subdivision to reflect the differ-
ence between an individual general hospital's case paynment rates
adj usted in accordance wi th subparagraph (i) of this paragraph for a
rate period and such rates determi ned in accordance wth paragraphs (a)
and (b) of subdivision one of this section, taking into consideration
any adjustnment to case paynent rates applicable for such rate period
made in accordance with subparagraphs (ii) and (iii) and for the periods
begi nning on or after July first, nineteen hundred ninety, subparagraph
(v) of this paragraph.

(v) Notwi t hstandi ng any inconsistent provision of law, for the periods
begi nning on or after July first, nineteen hundred ninety and subsequent
annual rate periods beginning January first the comm ssioner shal
reduce, in accordance with the nethodology adopted for purposes of
adjustnments pursuant to subparagraph (ii) of this paragraph, for
pur poses of paynments on an interimbasis individual general hospitals’
case paynent rates applicable to state governnental agencies for a
prospective period to reflect an estinmate of the cunulative increase in
st at ew de average assignment to di agnosi s-related groups for prior peri-
ods including prior quarters of the rate period which exceeds the all ow
able statew de increase specified in subparagraph (i) of this paragraph
for the prospective period. Such adjustnent if effected for |less than an
annual prospective rate period shall reflect an annualized adjustnent.

(vi) Notw thstandi ng any inconsistent provision of |aw, adjustnents to
rates of paynment pursuant to this paragraph based on nineteen hundred
ninety-three data that reflects an increase in statew de average case
m x conpared to ni neteen hundred ei ghty-seven that exceeds the increase
based on nineteen hundred ninety-two data in statew de average case m x
conpared to ni neteen hundred ei ghty-seven shall not be inplenented until
April first, nineteen hundred ninety-five and shall be nade prospective-
ly for rates of paynment issued effective April first, nineteen hundred
ninety-five including the inpact of such adjustnent for the period Janu-
ary first, nineteen hundred ninety-five through March thirtieth, nine-
teen hundred ninety-five.

(g) Notwi t hstandi ng any other provisions of this section, all costs
and statistics that are related to inpatient services provided to bene-
ficiaries of title XVIIl of the federal social security act (nedicare)

shall not be included in the establishnent of any paynent rates conputed
in accordance with the provisions of this section.

(i) Unless provided otherwise in specific provisions included in this
section, the exclusion of costs which are related to routine inpatient
services provided to beneficiaries of title XVIIl of the federal socia
security act (nedicare) and covered by title XVIII1 of the federal socia
security act (nedicare) shall be based on the nineteen hundred eighty-
five inpatient days actually paid on behalf of beneficiaries of title
XVII1l of the federal social security act (medicare) plus any days for
such beneficiaries not paid on the basis of a decision by a review agent
that the days were unnecessary. Ancillary costs related to inpatient
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services provided to beneficiaries of title XVIIlI of the federal socia
security act (nedicare) and covered by title XVII1 of the federal socia
security act (nedicare) shall be excluded on the basis of the nineteen
hundred eighty-five cost center ratio of hospital ancillary inpatient
service charges related to such beneficiaries to total hospital cost
center inpatient ancillary services charges applied to cost center
costs. Inpatient mal practice insurance costs which are attributable to
title XVill of the federal social security act (medicare) shall be
excl uded based on the nethodol ogy enpl oyed by title XVIII of the federa
social security act (nedicare) to identify such costs.

(ii) Costs and statistics related to inpatient services provided to
beneficiaries of title XVIII of the federal social security act (nedi-
care) and covered by a secondary payor shall be excluded in accordance
with rules and regulations adopted by the council and approved by the
commi ssioner in the determination of case paynent rates conputed in
accordance with the provisions of this section.

(h)(i) Any nmal practice insurance costs which are the result of genera
hospitals having to purchase or provide excess nal practice insurance
coverage for physicians in accordance with section nineteen of chapter
two hundred ninety-four of the |aws of nineteen hundred eighty-five or
section eighteen of chapter two hundred sixty-six of the laws of nine-
teen hundred eighty-six as anmended shall not be included in calculating
mal practi ce i nsurance costs for purposes of paragraph (e) of subdivision
one of this section.

(ii) The conponent of general hospital reinbursable inpatient operat-
ing costs based on the general hospital's inpatient mal practice insur-
ance costs plus the conponent of special additional inpatient operating
costs determ ned in accordance with subparagraphs (i) and (iii) of para-
graph (e) of subdivision one of this section specifically related to
i npatient mal practice insurance costs used to determ ne paynent rates
for annual rate periods beginning on or after January first, nineteen
hundred ei ghty-ei ght shall be allocated anong the payors in accordance
with regulations adopted by the council and approved by the comm ssion-
er.

(i) For patients discharged during the period April first, nineteen
hundred ninety-two through March thirty-first, nineteen hundred ninety-
three insured under a commercial insurer licensed 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, the paynent rate shall be increased in addition to the paynent
rate conversion factor of thirteen percent by a supplenentary paynent
rate conversion factor of eleven percent for a total conversion factor
of twenty-four percent. This paragraph shall not apply to paynents
pursuant to the workers' conpensation |law, the volunteer firefighters'
benefit |aw, the volunteer anbul ance workers' benefit |aw, the conpre-
hensi ve notor vehicle insurance reparations act, the terns of any
personal injury liability insurance policy, marine and inland narine
I nsurance policy or narine protections and indemity insurance policy.

(j) No operating cost ceilings or disallowances other than those
applicable for purposes of the determ nation of a general hospital's
rei nbursabl e i npati ent operating cost base in accordance with paragraph
(d) of subdivision one of this section shall be applied to genera
hospital s, except for any cost ceilings or disallowances applied for
pur poses of subdivision twenty-four of this section and cost disall ow
ances for general hospitals with rates based on budgeted costs.
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(k) Notwi t hstandi ng any inconsistent provision of this section, case
based rates of paynent per discharge nmay, in accordance with rules and
regul ati ons adopted by the council and approved by the comm ssioner,
reflect incorporation of severity of illness considerations in the neth-
odol ogy to determ ne such rates of paynent.

(1) Notw thstandi ng any inconsistent provision of this section, noth-
ing in this section shall preclude a nodification to case based rates of
paynment per discharge in accordance with rules and regulations adopted
by the council and approved by the conmm ssioner to reflect readm ssion
of an individual or unnecessary nmultiple adm ssions of an individual to
a general hospital or general hospitals.

(m Notwi thstanding any inconsistent provision of this section, a
general hospital that exceeded maxi mum charge limtations as determ ned
by the conmissioner in the rate periods nineteen hundred ei ghty-four
t hrough ni net een hundred ei ghty-seven may be authorized in accordance
with rules and regulations adopted by the council and approved by the
commi ssioner to reduce paynments determ ned pursuant to this section in
order to effect a reduction equivalent to such anmount by which such
general hospital exceeded maxi mum charge limtations.

(n) (i) For a patient discharged froma general hospital on or after
August first, nineteen hundred eighty-eight and covered by a payor
included in the payor categories specified in paragraph (a) or (b) of
subdi vision one of this section that provides for a percentage coi nsu-
rance responsibility by or on behalf of such patient for covered hospi-
tal services: (A the dollar value of such percentage coinsurance
responsi bility by or on behalf of such patient shall be determ ned by
mul ti plying such coinsurance percentage by the hospital's charges for
such patient, determ ned in accordance wi th paragraph (c) of subdivision
one of this section or paragraph (e) of subdivision four of this section
for a general hospital or distinct unit of a general hospital not reim
bursed on case based paynents, for the services covered by the payor
consi dering any applicabl e deductibles, and (B) the paynent due to a
general hospital for reinbursenment of inpatient hospital services by
such payor shall be determ ned by nultiplying the paynent rate deter-
mned in accordance with this section for such patient for covered
hospi tal services by the coi nsurance percentage for which such payor is
responsi bl e, consi dering any applicabl e deducti bl es.

(1i) A patient covered by a payor included in the payor categories
specified in paragraph (a) or (b) of subdivision one of this section
shall be deened liable for the paynment rate for inpatient hospital
services for such patient for covered services determ ned in accordance
with this section based on the rate of paynment for such payor, provided,
however, that for a patient discharged froma general hospital on or
after August first, nineteen hundred eighty-eight a percentage coinsu-
rance responsibility by or on behalf of such patient shall be deened
satisfied by paynment of the dollar value of such percentage coinsurance
responsibility determned in accordance with clause (A) of subparagraph
(i) of this paragraph.

(0)] (© No general hospital shall refuse to provide hospital services
to a person presented or proposed to be presented for adm ssion to such
general hospital by a representative of a correctional facility or a
| ocal correctional facility as defined respectively in subdivisions
four, fifteen and sixteen of section two of the correction | aw based
solely on the grounds such person is an inmate of such correctiona
facility or local correctional facility. No general hospital may denmand
or request any charge for hospital services provided to such person in
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addition to the charges or rates authorized in accordance with this
article, except for charges for identifiable additional hospital costs
associated with or reasonabl e additional charges associated with securi -
ty arrangenents for such person.

[(p)] (D (i) Notwithstanding any inconsistent provision of law, a
general hospital that provides an inpatient conponent of hospice care
for persons eligible for paynments to a hospice by a governnent agency
made i n accordance with subdivisions two and three of section four thou-
sand twel ve of this chapter shall be reinbursed for such inpatient
services by or on behalf of the hospice at a rate of paynment no greater
than the applicable rate of paynent determ ned in accordance with subdi -
visions two and three of section four thousand twelve of this chapter
for such hospice and no general hospital may charge for such inpatient
services rendered an anount in excess of such applicable rate of
paynent .

(ii) Notwithstanding any inconsistent provision of |law, a genera
hospital that provides in accordance wth contractual arrangenents
between a hospice and such general hospital an inpatient conponent of
hospi ce care for persons who are not eligible for paynents to the
hospi ce by a governnent agency made in accordance w th subdivisions two
and three of section four thousand twelve of this chapter or as benefi-
ciaries of title XViIl of the federal social security act (nedicare)
shall be reinbursed for such inpatient services by or on behalf of the
hospi ce in accordance with such contractual arrangenents.

[(g) A third-party payor specified in paragraph (a), (b) or (c) of
subdi vi sion one of this section, wth the exception of governnental
agenci es, shall provide the general hospital with a remttance advice at
the time paynent or adjustment to such paynment is made. Such remttance
advi ce shall include the patient's nanme, date of service, admssion or
financial control nunmber if avail abl e and di agnosi s-rel ated group cl as-
sification nunber if applicable and if different than that billed by the
hospital. Such rem ttance advice shall also include (i) the anount or
percentage payable wunder the policy or certificate after deducti bl es,
co-paynments and any other reduction of the anmount billed including
deductions for pronpt paynent; and (ii) a specific explanation of any
deni al, reduction, or other reason including any other third-party payor
coverage, for not providing full reinbursenent of the anmount cl ai ned.

(r) Notwi t hstandi ng any inconsistent provision of this section, for
pur poses of establishing rates of paynment by state governnental agencies
for general hospital inpatient services provided for discharges on or
after April first, nineteen hundred ninety-five, the reinbursable base
year inpatient admnistrative and general costs of a general hospital,
whi ch shall include but not be limted to reported admnistrative and
general, data processing, non-patient tel ephone, purchasing, admtting,
and credit and collection costs, excluding a provider reinbursed on an
initial budget basis, shall not exceed the statew de average of total
rei nbur sabl e base year inpatient adm nistrative and general costs. For
the purposes of this paragraph, rei nbursabl e base year adm nistrative
and general costs shall mean those base year adninistrative and genera
costs remmining after application of all other efficiency standards,
including, but not limted to, peer group cost ceilings or guidelines.
The Ilimtation on reinmbursenent for provider adm nistrative and genera
expenses provided by this paragraph shall be expressed as a percentage
reducti on of the operating cost conponent of the rate promnul gated by the
commi ssi oner for each general hospital.



Co~NOoOUIT~hWNE

S. 6980 62

(s) Notw thstanding any inconsistent provisions of this section, for
the period July first, nineteen hundred ninety-six through Mrch thir-

ty-first, nineteen hundred ninety-seven, the commi ssioner shall increase
rates of paynent for patients eligible for paynents nade by state
governmental agencies by an anmount not to exceed forty-five mllion

dollars in the aggregate to be all ocated anong those voluntary non-pro-
fit and private proprietary general hospitals which qualified for rate
adj ustments pursuant to this paragraph as in effect for the period July
first, nineteen hundred ninety-five through June thirtieth, nineteen
hundred ni nety-six proportionally based on each such general hospital's
proportional share of the total funds allocated pursuant to this para-
graph as in effect for the period of July first, nineteen hundred nine-
ty-five through June thirtieth, nineteen hundred ninety-six.

(s-1) To the extent funds are avail able pursuant to the provisions of
par agraph (s-2) of this subdivision and otherwise notwthstanding any
i nconsistent provision of law to the contrary, for the rate periods
Sept enber first, nineteen hundred ninety-seven through March thirty-
first, nineteen hundred ninety-eight, and April first, nineteen hundred
ni nety-ei ght through March thirty-first, nineteen hundred ninety-nine,

the comm ssioner shall increase rates of paynent for patients eligible
for paynments nmade by state governnental agencies by an anmount not to
exceed forty-eight mllion dollars in the aggregate for each such rate

period, allocated anong those voluntary non-profit and private proprie-
tary general hospitals which qualified for rate adjustnents pursuant to
par agraph (s) of this subdivision as in effect for the period July
first, nineteen hundred ninety-five through June thirtieth, nineteen
hundred ni nety-six proportionally based on each such general hospital's
proportional share of total funds allocated pursuant to paragraph (s) of
this subdivision as in effect for the period of July first, nineteen
hundred ni nety-five through June thirtieth, nineteen hundred ninety-siX.
The rate adjustnents cal culated in accordance with this paragraph shal
be subject to retrospective reconciliation to ensure that each hospital
receives in the aggregate its proportionate share of the full allo-
cation, to the extent allowable under federal |aw, provided however that
t he departnent shall not be required to reconcil e paynments nade pursuant
to paragraph (s) of this subdivision applicable to periods prior to
Sept enber first, nineteen hundred ninety-seven.

(s-2) (i) Notwi thstanding any inconsistent provision of Jlaw to the
contrary, the following funds heretofore or hereinafter accunul ated
shall be transferred by the conm ssioner and credited to the credit of
the state general fund nedi cal assistance |ocal assistance account in an
aggregat e anmount equal to the non-federal share of the costs of the rate
adj ust ment s aut hori zed pursuant to paragraph (s-1) of this subdivision:

(A) from pool reserves from statew de and regi onal pools established
pursuant to sections twenty-ei ght hundred seven-a, twenty-eight hundred
seven-c¢, and twenty-ei ght hundred eight-c of this article;

(B) from wunobligated nonies available pursuant to paragraph (b) of
subdi vi si on ni neteen of section twenty-eight hundred seven-c of this
article;

(C© from interest incone derived from pools established pursuant to
sections twenty-ei ght hundred seven-k, twenty-eight hundred seven-I and
twenty-ei ght hundred seven-s of this article.

(ii) To the extent that funds avail able pursuant to the provisions of
subpar agraph (i) of this paragraph are insufficient to neet the non-fed-
eral share of the costs of the rate adjustnents authorized pursuant to
par agraph (s-1) of this subdivision, the follow ng funds hereto or here-



Co~NOoOUIT~hWNE

S. 6980 63

inafter accunul ated may be transferred by the comm ssioner to the state
general fund nmedical assistance |ocal assistance account for the
pur poses set forth in subparagraph (i) of this paragraph:

(A) from wunobligated noni es avail abl e pursuant to paragraphs (g) and
(j) of subdivision 1 of section twenty-eight hundred seven-lI of this
article;

(B) from wunobligated nonies available pursuant to clause (D) of
subpar agraph (ii) of paragraph (b) of subdivision one of section twen-
ty-ei ght hundred seven-|I of this article.

(ii1) Notw thstanding any inconsistent provision of law to the contra-
ry, the comm ssioner shall transfer wup to an additional two mllion
dollars fromthe funding sources identified in subparagraph (i) of this
paragraph to the state general fund. To the extent nonies avail able from
the funding sources identified in subparagraph (i) of this paragraph
total less than two mllion dollars, the conm ssioner shall transfer
nmonies from funding sources identified in subparagraph (ii) of this
paragraph to the state general fund so that the total anount transferred
pursuant to this provision equals two mllion dollars.

(s-3) To the extent funds are avail abl e pursuant to the provisions of
paragraph (s-4) of this subdivision and otherw se notw thstandi ng any
I nconsi stent provision of lawto the contrary, for the rate period July
first, nineteen hundred ninety-nine through March thirty-first, two

t housand, the commi ssioner shall increase rates of paynent for patients
eligible for paynents made by state governnental agencies by an anount
not to exceed thirty-six mllion dollars in the aggregate. Such anount

shall be allocated anong those voluntary non-profit and private proprie-
tary general hospitals which continue to provide inpatient services as
of July first, nineteen hundred ninety-nine under a previous or new namne
and which qualified for rate adjustnents pursuant to paragraph (s) of
this subdivision as in effect for the period July first, nineteen
hundred ni nety-five through June thirtieth, nineteen hundred ninety-six
proportionally based on each such general hospital's proportional share
of total funds allocated pursuant to paragraph (s) of this subdivision
as in effect for the period of July first, nineteen hundred ninety-five
through June thirtieth, nineteen hundred ninety-six, provided however,
that amounts allocable to previously but no longer qualified hospitals
shall be proportionally reallocated to the remaining qualified hospi-
tals. The rate adjustnents calculated in accordance with this paragraph
shall be subject to retrospective reconciliation to ensure that each
hospital receives in the aggregate its proportionate share of the ful
all ocation, to the extent allowable under federal |aw, provided however
that the departnent shall not be required to reconcile paynents nade
pursuant to paragraph (s) of this subdivision applicable to periods
prior to Septenber first, nineteen hundred ninety-seven.

(s-4) Notwi t hstandi ng any i nconsistent provision of law to the contra-
ry, funds avail abl e pursuant to section 32-c of part F of the chapter of
the | aws of nineteen hundred ninety-nine which adds this paragraph shal
be transferred by the commi ssioner and credited to the credit of the
state general fund nedical assistance |ocal assistance account in an
aggregat e anmount equal to the non-federal share of the costs of the rate
adj ust ment s aut hori zed pursuant to paragraph (s-3) of this subdivision.

(s-5) To the extent funds are avail abl e pursuant to paragraph (s) of
subdi vi si on one of section twenty-eight hundred seven-v of this article
and otherwise notwi thstanding any inconsistent provision of |aw, for
rate periods April first, tw thousand through March thirty-first, two
thousand three, the commi ssi oner shal | increase rates of paynment for
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patients eligible for paynents nade by state governnental agencies by an
anount not to exceed forty-eight mllion dollars annually in the aggre-
gate. Such anount shall be allocated anong those voluntary non-profit
and private proprietary general hospitals which continue to provide
i npatient services as of July first, nineteen hundred ninety-nine under
a previous or new nanme and which qualified for rate adjustnents pursuant
to paragraph (s) of this subdivision as in effect for the period July
first, nineteen hundred ninety-five through June thirtieth, nineteen
hundred ninety-six proportionally based on each such general hospital's
proportional share of total funds allocated pursuant to paragraph (s) of
this subdivision as in effect for the period of July first, nineteen
hundred ni nety-five through June thirtieth, nineteen hundred ninety-six,
provi ded however, that anounts allocable to previously but no | onger
qual i fied hospitals shall be proportionally reallocated to the remaining
qual i fied hospitals. The rate adjustnents cal culated in accordance wth
this paragraph shall be subject to retrospective reconciliation to
ensure that each hospital receives in the aggregate its proportionate
share of the full allocation, to the extent all owabl e under federal |aw,
provi ded however that the departnent shall not be required to reconcile
paynents nade pursuant to paragraph (s) of this subdivision applicable
to periods prior to Septenber first, nineteen hundred ninety-seven.

(s-6) To the extent funds are avail abl e ot herwi se notw t hstandi ng any
i nconsi stent provision of lawto the contrary, for rate periods Apri
first, two thousand three through March thirty-first, two thousand five,

the comm ssioner shall increase rates of paynent for patients eligible
for paynments nmade by state governnental agencies by an anmount not to
exceed forty-eight mllion dollars annually in the aggregate. Such

anount shall be allocated anong those voluntary non-profit and private
proprietary general hospitals which continue to provide inpatient
services as of July first, nineteen hundred ninety-nine under a previous
or new nane and which quallfied for rate adjustnents pursuant to para-
graph (s) of this subdivision as in effect for the period July first,
ni net een hundred ninety-five through June thirtieth, nineteen hundred
ni nety-six proportionally based on each such general hospital's propor-
tional share of total funds allocated pursuant to paragraph (s) of this
subdivision as in effect for the period of July first, nineteen hundred
ninety-five through June thirtieth, nineteen hundr ed ni nety-si X,
provi ded however, that anounts al | ocabl e to previously but no Ionger
qual i fied hospitals shall be proportionally reallocated to the remaining
qual i fied hospitals. The rate adjustnents cal culated in accordance wth
this paragraph shall be subject to retrospective reconciliation to
ensure that each hospital receives in the aggregate its proportionate
share of the full allocation, to the extent all owable under federal |aw,
provi ded however that the departnent shall not be required to reconcile
paynments nade pursuant to paragraph (s) of this subdivision applicable
to periods prior to Septenber first, nineteen hundred ninety-seven.
These paynments may be added to rates of paynent or nmade as aggregate
paynments to eligible hospitals.

(s-7) To the extent funds are avail abl e ot herwi se notw t hstandi ng any
i nconsi stent provision of lawto the contrary, for rate periods Apri
first, two thousand five through March thirty-first, two thousand seven,

the comm ssioner shall increase rates of paynent for patients eligible
for paynments nmade by state governnental agencies by an anmount not to
exceed forty-eight mllion dollars annually in the aggregate. Such

anmount shall be allocated anong those voluntary non-profit and private
proprietary general hospitals which continue to provide inpatient
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services as of April first, two thousand five under a previous or new
nane and which qualified for rate adjustments pursuant to paragraph (s)
of this subdivision as in effect for the period July first, nineteen
hundred ninety-five through June thirtieth, nineteen hundred ninety-six
proportionally based on each such general hospital's proportional share
of total funds allocated pursuant to paragraph (s) of this subdivision
as in effect for the period of July first, nineteen hundred ninety-five
through June thirtieth, nineteen hundred ninety-six, provided however,
that anounts allocable to previously but no longer qualified hospitals

shall be proportionally reallocated to the remaining qualified hospi-
tals. The rate adjustnents calculated in accordance with this paragraph
shall be subject to retrospective reconciliation to ensure that each

hospital receives in the aggregate its proportionate share of the ful
allocation, to the extent allowable under federal |aw, provided however
that the departnent shall not be required to reconcile paynents nade
pursuant to paragraph (s) of this subdivision applicable to periods
prior to Septenber first, nineteen hundred ninety-seven.

(s-8) To the extent funds are avail abl e and otherwi se notw thstanding
any inconsistent provision of lawto the contrary, for rate periods on
and after April first, two thousand seven through Novenber thirtieth,

two thousand nine, the conm ssioner shall increase rates of paynment for
patients eligible for paynents nade by state governnental agencies by an
anount not to exceed sixty mllion dollars annually in the aggregate.

Such anount shall be all ocated anong those voluntary non-profit genera
hospital s which continue to provide inpatient services as of Apri
first, two thousand seven through March thirty-first, two thousand ei ght
and which have nedicaid inpatient discharges percentages equal to or
greater than thirty-five percent. This percentage shall be conputed
based upon data reported to the department in each hospital's two thou-
sand four institutional cost report, as submtted to the departnment on
or before January first, two thousand seven. The rate adjustnents cal cu-
lated in accordance with this paragraph shall be allocated propor-
tionally based on each eligible hospital's total reported medicaid inpa-
tient discharges in two thousand four, to the total reported nedicaid
i npatient discharges for all such eligible hospitals in two thousand
four, provided, however, that such rate adjustnents shall be subject to
reconciliation to ensure that each hospital receives in the aggregate
its proportionate share of the full allocation to the extent allowable
under federal Ilaw. Such paynents nmay be added to rates of paynment or
made as aggregate paynments to eligible hospitals, provided, however,
that subject to the availability of federal financial participation and
solely for the period April first, two thousand seven through March
thirty-first, two thousand eight, six mllion dollars in the aggregate
of this sixty million dollars shall be allocated to voluntary non-profit
hospital s which continue to provide inpatient services as of Apri
first, two thousand seven through March thirty-first, two thousand ei ght
and which have Medicaid inpatient discharge percentages of |ess than
thirty-five percent and which had previously qualified for distributions
pursuant to paragraph (s-7) of this subdivision. The rate adjustnent
calculated 1in accordance with this paragraph shall be all ocated propor-
tionally based on the anmobunt of noney the hospital had received in two
t housand si x.

12. Provisions for article forty-three insurance |aw corporations and
article forty-four of this chapter organizations. Except as provided in
par agraphs (a) and (b) of this subdivision, general hospital charges for
I npatient and outpatient services to subscribers or beneficiaries of
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contracts entered into pursuant to the provisions of article forty-three
of the insurance law or to nenbers of a conprehensive health services
plan operating pursuant to the provisions of article forty-four of this
chapter for patient services rendered shall not exceed the rates of
paynment approved by the commi ssioner for paynents by such article
forty-three insurance |aw corporations or article forty-four organiza-
tions. No general hospital nay demand or request any charge for such
covered services in addition to the charges or rates authorized by this
article.

(a) Any general hospital which termnated its contract with an article
ni ne-c insurance | aw corporation or a conprehensive health services plan
after October first, nineteen hundred seventy-six and prior to My
first, nineteen hundred seventy-eight, nay not charge subscribers or
beneficiaries of contracts entered into pursuant to the provisions of
article forty-three of the insurance |aw, or nenbers of a conprehensive
heal th services plan operating pursuant to the provisions of article
forty-four of this <chapter, anounts in excess of the paynents estab-
i shed by such hospital for patient services in accordance wth the
provi sions of paragraph (c) of subdivision one of this section, or in
the event the article forty-three insurance |aw corporation or conpre-
hensive health services plan operating pursuant to the provisions of
article forty-four of this chapter provides for reinbursenent on an
expense incurred basis and nakes paynent directly to such hospital for
patient services for its subscribers or beneficiaries, such article
forty-three insurance |aw corporation or conprehensive health services
pl an shall be an additional category of payor of inpatient hospital
services whose rates of paynent are determ ned in accordance with para-
graph (b) of subdivision one of this section based on an inputed rate of
payment determ ned in accordance with paragraph (a) of subdivision one
of this section for an article forty-three insurance |aw corporation,
adj usted for uncovered services, and increased by thirteen percent.

(b) Any general hospital which had notified in witing an article
ni ne-c corporation or a conprehensive health services plan prior to June
first, nineteen hundred seventy-eight of its intention to termnate its
contract with such corporation or plan in accordance with the terns of
such contract, except a general hospital subject to the provisions of
paragraph (a) of this subdivision may not charge a subscriber or benefi-
ciary of a contract entered into pursuant to the provisions of article
forty-three of the insurance |aw, or a nmenber of a conprehensive health
services plan operating pursuant to the provisions of article forty-four
of this chapter, after the effective date of termnation of such
contract, amounts in excess of the paynents established by such hospital
for patient services in accordance wth the provisions of paragraph (c)
of subdivision one of this section, or in the event the article forty-
three insurance |law corporation or conprehensive health services plan
operating pursuant to the provisions of article forty-four of this chap-
ter provides for reinbursenent on an expense incurred basis and nakes
paynment directly to such hospital for patient services for its subscrib-
ers or beneficiaries, such article forty-three insurance |aw corporation
or conprehensive health services plan shall be an additional category of
payor of inpatient hospital services whose rates of paynment are deter-
m ned in accordance with paragraph (b) of subdivision one of this
section based on an inputed rate of paynent determ ned in accordance
wi th paragraph (a) of subdivision one of this section for an article
forty-three insurance |aw corporation, adjusted for uncovered services,
and i ncreased by thirteen percent.
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(c) No general hospital shall refuse to provide patient services to
such subscribers or beneficiaries solely on the grounds of such
subscription or menbership.

(d) The provisions of this subdivision shall also apply to paynents to
general hospitals by a corporation organi zed and operating in accordance
with article forty-three of the insurance |aw for inpatient and out pa-
tient services on behalf of subscribers of a foreign corporation which
performs simlar functions in another state or which belongs to a
nati onal association conprised of simlar corporations to which the
article forty-three corporation also belongs; provided, however, the
foreign corporation or the laws of the state in which the foreign corpo-
ration is organized extends to article forty-three corporations organ-
ized and operating in this state a reciprocal right to have the foreign
corporation make paynents to hospitals in that other state on behalf of
subscribers of the article forty-three corporations at the sanme rate of
paynent as that foreign corporation pays for its own subscribers.

(e) The provisions of this subdivision shall not apply to patients
di scharged on or after January first, nineteen hundred ninety-seven.

13. Restitution authorization. In enforcing the provisions of subdivi-
sions one and twelve of this section, the conm ssioner nmay, in addition
to the penalties and injunctions set forth in section twelve of this
chapter, order that any general hospital provide restitution for any
overpayments nmade by any party. Any hospital may request a fornal hear-
ing pursuant to the provisions of section twelve-a of this chapter in
the event the hospital objects to any order of the conmm ssioner here-
under. The comm ssioner may direct that such a hearing be held wthout
any request by a hospital.

14. Bad debt and charity care allowance. (a) Wth the exception of
rates of paynent for services provided to beneficiaries of title XVil

of the federal social security act (nedicare), all rates and genera
hospital charges, including rates of paynment for state governnental
agenci es provided all federal approvals necessary by federal Iaw and

regulation for federal financial participation in paynents nade for
beneficiaries eligible for nedical assistance under title X X of the
federal social security act based upon the allowance provided herein as
a conmponent of such paynents are granted, established for rate periods
commencing on or after January first, nineteen hundred ei ghty-eight and
prior to January first, nineteen hundred ninety-seven in accordance with
this section shall include the allowance specified in paragraph (c) of
this subdivision. The allowance shall be conputed on the basis of the
operating and capital related conponents of such rates after trendi ng of
the operating portion. For the purposes of this subdivision and subdi vi -
sion seventeen of this section, nmjor public general hospitals are
defined as all state operated general hospitals, all general hospitals
operated by the New York city health and hospitals corporation as estab-
| i shed by chapter one thousand sixteen of the [aws of nineteen hundred

sixty-nine as anended and all other public general hospitals having
annual inpatient operating costs in excess of twenty-five mllion
dol | ars.

(b) The allowance shall be a percentage to reflect the needs for the
financing of |osses resulting frombad debts and the costs of charity
care of general hospitals wthin article forty-three insurance |aw
regions, or such other regions as adopted pursuant to subdivision
sixteen of this section, and within a statew de determ nati on of finan-
cial resources to be conmtted for this purpose.
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Need shall be defined as inpatient |osses frombad debts reduced to
cost and the inpatient costs of charity care increased by any deficit of
such hospital from providing anbul atory services, excluding any portion
of such deficit resulting fromgovernnmental paynents bel ow average visit
costs, and revenues and expenses related to the provision of referred
anbul atory services. Funds received by major public general hospitals
pursuant to article forty-one of the nmental hygi ene |aw shall be consid-
ered to have been provided for inpatient hospital deficits only. The
council shall adopt rules and regul ations, subject to the approval of
the comm ssioner, to establish uniformreporting and accounting princi-
pl es designed to enable hospitals to fairly and accurately determ ne and
report | osses frombad debts and the costs of charity care.

(c) The regional anobunts to be included in rates approved for the rate
year comenci ng January first, nineteen hundred eighty-eight shall be
equal to the sumof the followi ng two conponents divided by the total
rei nbursabl e i npatient costs for the general hospitals located in the
region, excluding inpatient costs related to beneficiaries of title
XVI1l of the federal social security act (medicare), and after applica-
tion of the trend factor. The first conmponent shall be the result of the
ratio between the total nom nal paynent anount in dollars as determ ned
i n subparagraph (i) of this paragraph that would be allocated to volun-
tary non-profit, private proprietary and public general hospitals other
than maj or public general hospitals in the region based on a targeted
need fornula applied in accordance with subparagraphs (i) and (ii) of
this paragraph and the statew de sum of such nom nal paynent anmounts to
voluntary non-profit, private proprietary and public general hospitals
ot her than maj or public general hospitals applied to the total statew de
resources comritted for this purpose to regional pools in the rate year,
excluding the total statewi de anbunt allocated in the rate year for this
purpose to nmmjor public general hospitals in accordance wth subpara-
graph (iii) of this paragraph. The second conponent shall be the dollar
anount allocated to major public general hospitals in the region in
accordance w th subparagraph (iii) of this paragraph. The regiona
anmount to be included in the rates approved for the rate years commenc-
ing on or after January first, nineteen hundred eighty-nine shall be
conmputed in the sane manner except that the base year for the targeted
need as specified in subparagraph (i) of this paragraph shall be the
cal endar year which is two years prior to the rate year. For each annua
rate period comrencing on or after January first, nineteen hundred
ei ghty-eight, the statewi de anbunt to be available in regional pools for
this purpose shall equal five and forty-ei ght hundredths percent of the
total hospital reinbursable inpatient costs, excluding inpatient costs
related to services provided to beneficiaries of title XVIII of the
federal social security act (medicare), conputed w thout consideration
of inpatient uncollectible amunts, and after application of the trend
factor.

(i) Targeted need shall be defined as the relationship of need to net
patient service revenue expressed as a percentage. Net patient service
revenue shall be defined as net patient revenue attributable to inpa-
tient and outpatient services excluding referred anbul atory servi ces.
For the rate year beginning January first, nineteen hundred ei ghty-eight
and endi ng Decenber thirty-first, nineteen hundred eighty-eight the
scal e specified in subparagraph (ii) of this paragraph shall be utilized
to calculate individual hospital's nom nal paynment anmounts on the basis
of the percentage relationship between their nineteen hundred ei ghty-six
need and ni neteen hundred ei ghty-six net patient service revenues. The
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nom nal paynment anmount shall be defined as the sumof the dollars
attributable to the application of an increnentally increasing propor-
tion of reinbursenment for percentage increases in targeted need accord-
ing to the scale specified in subparagraph (ii) of this paragraph. The
sum of the nom nal paynment anounts for all hospitals in a region shal
be the region's total nom nal paynent anount.

(ii) The scale wutilized for devel opnment of each hospital's nom na
paynment anount shall be as foll ows:

Per cent age of Rei nbursenent
Attributable to that Portion

Tar get ed Need Percent age of Targeted Need
0 -1% 35%
1+ -2% 50%
2+ -3% 65%
3+ - 4% 85%
4+ -5% 90%
5% 95%

(ii1) The dollar anobunt allocated to major public general hospitals in
aregioninthe rate years nineteen hundred eighty-eight, nineteen
hundred eighty-nine and in that portion of the nineteen hundred ninety
rate year begi nning on January first and ending on June thirtieth shal
be one hundred two percent and in that portion of the nineteen hundred
ninety rate year beginning on July first and endi ng on Decenber thirty-
first, and in subsequent rate years shall be one hundred ten percent of
the result of the application of the ratio of the najor public genera
hospitals' inpatient reinbursable costs wthin the region to total
st at ewi de general hospital inpatient reinbursable costs, as conputed on
the basis of nineteen hundred eighty-five financial and statistica
reports and excluding costs related to services to beneficiaries of
title XVII'l1 of the federal social security act (nedicare), to the state-
wi de resources conmtted for this purpose to regional pools, conputed
wi t hout consi deration of inpatient uncollectible anpunts.

(iv) Notwi thstanding any inconsistent provision of this section,
commencing April first, nineteen hundred ninety-five the allowance
pursuant to this subdivision shall be a wuniform regional allowance
percentage of five and forty-ei ght hundredths percent for all regions.

(d) In the wevent the regional percentage bad debt and charity care
al l omances for general hospitals for a rate period conmencing on or
after January first, nineteen hundred ninety-four determ ned in accord-
ance with paragraph (c) of this subdivision to be submtted to bad debt
and charity <care regional pools established pursuant to subdivision
si xteen of this section and deposited in accordance wth subdivision
seventeen of this section do not qualify for waiver pursuant to federa
| aw and regul ation related to such regional allowance variations, in
order for such allowances to be qualified as a broad-based health care
related tax for purposes of the revenues received by the state from such
al | omances not reducing the anobunt expended by the state as nedica
assistance for purposes of federal financial participation, but the
regi onal percentage allowances for the nineteen hundred ninety-three
rate year do so qualify, then the regi onal percentage allowances for the
regions for the nineteen hundred ninety-three rate year deternmined in
accordance with paragraph (c) of this subdivision shall be further
conti nued for such period for such regions.
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14-a. Supplenmentary bad debt and charity care adjustnment. (a) Notw th-
standing any inconsistent provision of this section, rates of paynent
for inpatient hospital services for persons eligible for paynents nade
by state governnmental agencies for the period April first, nineteen
hundred eighty-nine to Decenber thirty-first, nineteen hundred eighty-
nine and for each annual period comencing January first during the
period January first, nineteen hundred ninety to Decenber thirty-first,
ni net een hundred ninety-three applicable to patients eligible for feder-
al financial participation under title XIX of the federal social securi-
ty act in nmedical assistance provided pursuant to title eleven of arti-
cle five of the social services |aw determ ned in accordance with this
section for a nmajor public general hospital, as defined in paragraph (a)
of subdivision fourteen of this section, shall include a supplenentary
bad debt and charity care adjustnment determi ned in accordance with para-
graph (b) of this subdivision provided the state governnental agency or
the county governnent in which such general hospital is |ocated, or the
city of New York for a general hospital operated by the New York city
health and hospitals corporation, files in such tinme and nmanner as my
be specified by the conmm ssioner an election for such adjustnent for
such hospital for each period provided that such election is subject to
the approval of the state director of the budget and provided all feder-
al approvals necessary by federal |aw and regul ation for federal finan-
cial participation in paynments made for beneficiaries eligible for
nmedi cal assistance wunder title XIX of the federal social security act
based upon the adjustnent provided herein as a conponent of such
paynents are granted.

(b)(i) A supplenmentary bad debt and charity care adjustnent for the
period April first, nineteen hundred eighty-nine to Decenber thirty-
first, nineteen hundred eighty-nine and for each annual period comrenc-
ing January first during the period January first, nineteen hundred
ninety to Decenber thirty-first, nineteen hundred ninety-three for an
eligible major public general hospital shall be determined for each
period in accordance with rules and regul ati ons adopted by the counci
and approved by the conmm ssioner based upon the anount calculated by
subtracting the anmount projected to be distributed to such major public
general hospital pursuant to paragraph (a) of subdivision seventeen of
this section for such period froman anmount cal cul ated as the product of
the projected bad debt and charity care nom nal paynent anmount coverage
ratio for such period for voluntary non-profit, private proprietary and
public general hospitals other than major public general hospitals
mul tiplied by the base year bad debt and charity care inputed nom na
paynment amount for such mmjor public general hospital determined in
accordance with the nethodol ogy provided in paragraph (c) of subdivision
fourteen of this section for calculation of a nom nal paynent anount for
voluntary non-profit, private proprietary and public general hospitals
other than major public general hospitals. The coverage ratio shall be
conmputed as the ratio between the sumof the dollar value of the anount
coonmitted to the regional pools in accordance with paragraph (c) of
subdi vi sion fourteen of this section and paragraph (a) of subdivision
nineteen of this section for the rate period that would be allocated to
voluntary non-profit, private proprietary and public general hospitals
other than major public general hospitals in accordance w th paragraph
(b) of subdivision seventeen of this section and the base year nom na
paynment anount for such hospitals.

(ii) A supplenentary bad debt and charity care adjustnment provided in
accordance wth subparagraph (i) of this paragraph shall be adjusted to
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reflect actual distributions pursuant to paragraph (a) and (b) of subdi-
vi sion seventeen of this section.

(c) Notw thstandi ng any inconsistent provision of this subdivision, a
suppl enentary bad debt and charity care adjustnment shall be determ ned
and provided for each of the nineteen hundred ninety-four, nineteen
hundred ninety-five and nineteen hundred ninety-six rate periods,
provi ded that the el ection pursuant to paragraph (a) of this subdivision
is continued for such period, for a major public general hospital equa
to the higher of such adjustnent for the nineteen hundred ninety-one
rate period or for the nineteen hundred ninety-three rate period. The
adj ustmrent nmay be nade to rates of paynent or as aggregate paynments to
an eligible hospital.

(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.

14-b. CGeneral health care services allowance. (a) Wth the exception
of rates of paynent for services provided to beneficiaries of title
XVI1l of the federal social security act (nedicare), all rates and
general hospital charges established for rate periods conmencing on or
after January first, nineteen hundred ninety-one in accordance with this

section shall include a percentage allowance of the general hospital's
rei nbursable inpatient costs, excluding inpatient costs related to
services provided to beneficiaries of title XVIIlI of the federal socia

security act (medicare), conputed w thout consideration of inpatient
uncol | ecti bl e anmounts, and after application of the trend factor, as
fol | ows:

(i) for the nineteen hundred ninety-one, nineteen hundred ninety-two
and ni neteen hundred ninety-three rate periods, an allowance of twenty-
t hree hundredt hs of one percent;

(ii) for the nineteen hundred ninety-four rate period, an allowance of
si x hundred fourteen thousandths of one percent;

(ii1) for the January first, nineteen hundred ninety-five through June
thirtieth, nineteen hundred ninety-five rate period, an all owance of six
hundred thirty-seven thousandt hs of one percent

(iv) for the July first, nineteen hundred ninety-five through Decenber
thirty-first, nineteen hundred ninety-five rate period, an allowance of
one and forty-two hundredths percent; and

(v) for the January first, nineteen hundred ninety-six through Decem
ber thirty-first, nineteen hundred ninety-six rate period, an all owance
of one and ni ne hundredths percent.

(b) For rate periods beginning on or after January first, nineteen
hundred ninety-one but prior to January first, nineteen hundred ninety-
four, funds will be accunul ated and nade available in regional pools
created by the conm ssioner for regional distributions in accordance
with section twenty-eight hundred seven-bb of this chapter through the
subm ssion by or on behalf of general hospitals of the allowance
included in rates and charges in accordance with paragraph (a) of this
subdi vi sion. Such regions shall be those established pursuant to para-
graph (b) of subdivision sixteen of this section. The regi onal pools nay
be adm ni stered in accordance with the provisions of paragraph (c) of
subdi vision sixteen of this section applicable to bad debt and charity
care regional pools. Paynents by or on behalf of general hospitals to
regional pools shall be due and arrearages shall be treated in accord-
ance with the provisions of subdivision twenty of this section applica-
ble to bad debt and charity care regional pools.
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(c) If on Septenber thirtieth, nineteen hundred ninety-four, any funds
accurmul ated over the period January first, nineteen hundred ninety-one
t hrough Decenber thirty-first, nineteen hundred ninety-three are unused
or uncommitted for the allocations provided for in this subdivision,
such unused or uncommitted funds shall be reallocated for use in accord-
ance with the provisions of subdivision seventeen of this section.

(d) For the rate periods comencing on or after January first, nine-
teen hundred ninety-four, funds will be accunulated in a statew de poo
created by the conmm ssioner through the subm ssion by or on behal f of
general hospitals of the allowance included in rates and charges in
accordance wth paragraph (a) of this subdivision, for distributions in
accordance wi th subdivision nineteen-a of this section.

(e) The commi ssioner is authorized to contract with a pool adm nistra-
tor designated in accordance with paragraph (c) of subdivision sixteen
of this section or, if not available, such other admnistrators as the
commi ssi oner shall designate, to receive funds for the pools created
pursuant to this subdivision and to distribute funds in accordance with
t hi s subdi vi si on and subdi vi si on nineteen-a of this section. If a poo
adm nistrator is designated, the conm ssioner shall conduct or cause to
be conducted an annual audit of the receipt and distribution of pool
funds. The reasonable costs and expenses of a pool adm nistrator as
approved by the conm ssioner, not to exceed for personnel services on an
annual basis two hundred thousand dollars, shall be paid fromthe pool ed
funds.

(f) (i) Paynents to the pools by or on behalf of general hospitals of
funds due based on the allowances provided in accordance with this
subdi vi sion shall be due in accordance with the provisions of subdivi-
sion twenty of this section in the same nmanner as applicable to bad debt
and charity <care regional pools. Arrearages in paynents due nay be
collected and interest and penalties due shall be determ ned and may be
collected by the comm ssioner in accordance wth the provisions of
subdi vi sion twenty of this section in the same nanner as applicable to
bad debt and charity care regional pools.

(ii) Notwithstanding any inconsistent provision of this section, as
shall be necessary to obtain federal financial participation in nedica
assi stance expenditures in accordance wth title XIX of the federa
social security act, the allowances included in rates of paynment pursu-
ant to this subdivision on behalf of patients eligible for nedica
assi stance pursuant to title eleven of article five of the socia
services law shall be wthheld from nmedical assistance paynents to
general hospitals and paid to pools on behalf of the general hospitals
where a general hospital elects such withholding in such tine and manner
as specified by the conm ssioner, and in the event a general hospital
does not el ect such w thhol ding, paynents by such general hospital to a
pool based on an allowance received for nedical assistance patients
shall be due within five days of receipt of such funds. Funds wthheld
by a payor and paid to a pool on behalf of a general hospital shall be
consi dered received by such general hospital and paid to the pool by
such general hospital for all purposes.

(g) The al l owances provided pursuant to paragraph (a) of this subdivi-

sion shall be effective and inplenented for purposes of determ ning
rates of paynment for state governnental agencies contingent on receipt
of all federal approvals necessary by federal |aw or regulations for

federal financial participation in paynents nmade for beneficiaries
eligible for nmedical assistance under title XIX of the federal socia
security act based upon such all owances as a conponent of such paynents.
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If such federal approvals are not granted for such all owances or conpo-
nents thereof, rates of paynent for state governnental agencies shall be
determined in accordance wth the provisions of this section wthout
consi deration of such allowances or such conponents plus an adjustnment
not subject to federal financial participation equal to one-half of the
di fference between such rates of paynment determ ned w thout consider-
ation of such allowances or conponents and a rate of paynent determ ned
based on such allowances or conponents. The pool s established pursuant
to this subdivision shall refund to the state governnental agency from
pool reserves, current funds or future recei pts any overpaynent received
based on a retroactive reduction pursuant to this paragraph in the
al | owances.

(h) The al l owances provided pursuant to paragraph (a) of this subdivi-
sion or conponents thereof shall be of no force and effect and shall be
deened to have been null and void as of January first, nineteen hundred
ninety-four in the event the secretary of the department of health and
human services deternmines that such all owances or such conponents there-
of are an inpermssible health <care related tax for purposes of the
federal nedicaid voluntary contribution and provider-specific tax amend-
ments of nineteen hundred ninety-one for purposes of such funds reducing
t he amount deened expended by the state as nedical assistance for
pur poses of federal financial participation.

14-c. Bad debt and charity care allowance for financially distressed
hospitals. (a) Wth the exception of rates of paynent for services
provided to beneficiaries of title XVIII of the federal social security
act (nedicare), all rates and general hospital charges established for
rate periods commencing on or after January first, nineteen hundred
ni nety-one but prior to January first, nineteen hundred ninety-four in
accordance wth this section shall include an allowance of two hundred
thirty-five thousandths of one percent; and for the rate periods during
the period January first, nineteen hundred ninety-four through Decenber
thirty-first, nineteen hundred ninety-six an all owance of three hundred
twenty-five thousandths of one percent of the general hospital's reim
bursabl e i npatient costs, excluding inpatient costs related to services
provided to beneficiaries of title XVIII of the federal social security
act (nedicare), conputed without consideration of inpatient uncollect-
i bl e amounts, and after application of the trend factor.

(b) A statew de pool shall be created through the subnissions by or on
behal f of general hospitals of the allowance included in rates and
charges in accordance with paragraph (a) of this subdivision. Funds
accurmul ated in the statew de pool, including incone frominvested funds,
shall be deposited by the conmm ssioner and credited to a special reven-
ue-other fund to be established by the conptroller. To the extent of
funds appropriated therefor, funds shall be nmade avail able for distrib-
utions by or on behalf of the state, as paynments under the state nedica
assi stance program provi ded pursuant to title eleven of article five of
the social services law, fromthe statew de pool in the same nanner as
di stributions nade in accordance with paragraph (c) of subdivision nine-
teen of this section. The statew de pools may be adm nistered in accord-
ance with the provisions of paragraph (c) of subdivision sixteen of this
section applicable to bad debt and charity care regi onal pools. Paynents
by or on behalf of general hospitals to statew de pools shall be due and
arrearages, interest and penalties shall be treated in accordance wth
the provisions of subdivision twenty of this section applicable to bad
debt and charity care regional pools.
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(c) Notwi thstandi ng any inconsistent provision of |aw, the comm ssion-
er may allocate and distribute funds accunulated in the statew de poo
created pursuant to this subdivision and funds accunulated in the state-
wi de pool <created by the assessnments authorized in accordance with
subdi vision eighteen of this section and available for distribution in
accordance with paragraphs (c) and (d) of subdivision nineteen of this
section for contracts for independent managenent audits of financially
di stressed hospitals, provided, however, that the total anmount for
audits pursuant to this paragraph shall not exceed two mllion five
hundred thousand dol |l ars over the period January first, nineteen hundred
ni nety-four through Decenber thirty-first, nineteen hundred ninety-five.
Copi es of managenent audit reports of financially distressed hospitals
shall be provided by the comm ssioner to the chairs of the senate and
assenbly health conmttees.

14-d. Supplenmentary |ow i ncome patient adjustnment. (a) Notw thstanding
any inconsistent provision of this section, paynent for inpatient hospi-
tal services for persons eligible for paynents nade by state govern-
nmental agencies for rate periods during the period January first, nine-
teen hundred ni nety-one through Decenber thirty-first, nineteen hundred
ni nety-si x applicable to patients eligible for federal financial partic-
i pation under title X X of the federal social security act in medica
assi stance provided pursuant to title eleven of article five of the
social services law determned in accordance with this section shal
include for eligible general hospitals a supplenmentary |ow incone
patient adjustnment determ ned in accordance with paragraph (b) of this
subdi vi si on, provided all federal approvals necessary by federal |aw and
regul ation for federal financial participation in paynments made for
beneficiaries eligible for nmedical assistance under title Xl X of the
federal social security act based upon the adjustnent provided herein as
a conmponent of such paynents are granted. The adjustnment nmay be nade to
rates of paynment or as aggregate paynents to an eligible hospital.

(b) A supplenmentary |ow inconme patient adjustnment for the period Janu-
ary first, nineteen hundred ninety-one through Decenber thirty-first,
ni net een hundred ninety-three shall be determned, subject to the
provi sions of subparagraph (iv) of this paragraph, and for the period
January first, nineteen hundred ninety-four through Decenber thirty-
first, nineteen hundred ninety-six shall be determ ned for each eligible
hospital according to the scale specified in subparagraph (iii) of this
par agr aph based upon the anmount cal cul ated by nmultiplying the applicable
suppl enent al percentage coverage of need amount for the hospital by the
hospital's need as defined in paragraph (b) of subdivision fourteen of
this section; provided, however, that for the period January first,
ni neteen hundred ninety-four through Decenber thirty-first, nineteen
hundred ninety-six if the sumof the adjustnments pursuant to clause (QC
of subparagraph (iii) of this paragraph would exceed thirty-six mllion
dollars for a rate year on an annuali zed basis the suppl enental percent-
age coverage of need scale pursuant to clause (C) of subparagraph (iii)
of this paragraph shall be reduced on a pro rata basis so that the sum
of such adjustnents provided for the rate year on an annualized basis
shall not exceed thirty-six mllion dollars.

(i) The lowincone patient percentage of a general hospital shall be
defined as the ratio of the sum of inpatient discharges of patients
eligible for medical assistance pursuant to title eleven of article five
of the social services law plus inpatient discharges of self-pay
patients plus inpatient discharges of charity care patients divided by
total inpatient discharges expressed as a percentage. For the period
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January first, nineteen hundred ninety-one through Decenber thirty-
first, nineteen hundred ninety-three, the percentages shall be cal cu-
| at ed based on base year ni neteen hundred ei ghty-nine, received by the
departrment no |ater than Novenber first, nineteen hundred ninety, data
fromthe statew de planning and research cooperative system consistent
with data submitted in accordance wth section twenty-eight hundred
five-a of this article. For the period January first, nineteen hundred
ni nety-four through Decenber thirty-first, nineteen hundred ninety-six,
t he percentages shall be cal cul ated based on base year nineteen hundred
ni nety-one, received by the departnent no |ater than Novenber first,
ni net een hundred ninety-three, data from the statewi de planning and
research cooperative system consistent with data submitted in accordance
with section twenty-eight hundred five-a of this article. In order to
be eligible for an adjustnent pursuant to this subdivision, a hospital
must maintain its collection efforts to obtain paynent in full from
sel f-pay patients.

(ii) For the period January first, nineteen hundred ninety-one through
Decenber thirty-first, nineteen hundred ninety-three, hospital need
shall be calculated based on base year nineteen hundred ei ghty-nine
data. For the period January first, nineteen hundred ninety-four through
Decenber thirty-first, nineteen hundred ninety-six, hospital need shal
be cal cul ated based on base year nineteen hundred ni nety-one dat a.

(ii1)(A) The scale utilized for devel opnment of a hospital's suppl enen-
tary low incone patient adjustnent shall be as follows for the period
January first, nineteen hundred ninety-one through June thirtieth, nine-
teen hundred ni nety-one:

Low | ncone Suppl emrent al Per cent age
Pati ent Percentage Cover age of Need
50+ 55% 5%
55+ 60% 10%
60+ 65% 15%
65+ 70% 22.5%
70+ 75% 30%
75+ 80% 37.5%
80+ 45%
(B) The scale utilized for devel opnment of a hospital's supplenmentary
low incone adjustment shall be as follows for the period July first,

ni net een hundred ni nety-one for a public general hospital through Decem
ber thirty-first, nineteen hundred ninety-six and for a voluntary non-
profit or a private proprietary general hospital through Septenber thir-
ti eth, nineteen hundred ninety-two:

Low | ncone Suppl erent al Per cent age
Pati ent Percentage Cover age of Need

35+ 55% 20%

55+ 60% 25%

60+ 65% 30%

65+ 70% 37.5%

70+ 45%

(C The scale wutilized for devel opnent of a voluntary non-profit or
private proprietary general hospital's supplenmentary |ow incone patient
adjustrment shall be as follows for the period Cctober first, nineteen
hundred ni nety-two through March thirty-first, nineteen hundred ninety-
three and for the period January first, nineteen hundred ninety-four
t hrough Decenber thirty-first, nineteen hundred ninety-six:

Low | ncone Suppl erent al Per cent age
Pati ent Percentage Cover age of Need
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35+ 50% 10%
50+ 55% 20%
55+ 60% 25%
60+ 65% 30%
65+ 70% 37.5%
70+ 45%

(D) The scale wutilized for devel opnment of a voluntary non-profit or
private proprietary general hospital's supplenentary |ow incone patient
adjustnment for the period May fifteenth, nineteen hundred ninety-three
t hrough Decenber thirty-first, nineteen hundred ninety-three shall be at
one hundred twenty percent of the supplenental percentage coverage of
need scal e specified in clause (C) of this subparagraph.

(iv) A supplenentary |ow inconme patient adjustnment determ ned accord-
ing to the scale specified in subparagraph (iii) of this paragraph shal
be limted for rate periods during the period January first, nineteen
hundred ni nety-one through Decenber thirty-first, nineteen hundred nine-
ty-three such that the amount of such adjustnment for an eligible hospi-
tal, plus the anbunt commtted to the regional pools in accordance wth
paragraph (c) of subdivision fourteen of this section and paragraph (a)
of subdivi sion nineteen of this section for the rate period that would
be allocated to such hospital, plus, if applicable, any distribution for
the rate period pursuant to paragraph (d) of subdivision nineteen of
this section for such hospital, and plus for a nmjor public genera
hospital the anobunt of any supplenentary bad debt and charity care
adj ust ment provi ded pursuant to subdivision fourteen-a of this section
for the rate period shall not exceed ninety percent of need.

(v) The provisions of this subdivision shall not apply to a genera
hospital eligible for distributions made pursuant to paragraph (c) of
subdi vi sion nineteen of this section.

(c) A supplenentary |ow incone patient adjustnent provided in accord-
ance with this subdivision for rate periods during the period January
first, nineteen hundred ninety-one through Decenber thirty-first, nine-
teen hundred ninety-three shall be adjusted to reflect actual distrib-
utions pursuant to paragraphs (a) and (b) of subdivision seventeen of
this section and paragraph (d) of subdivision nineteen of this section
and adjustnments provided pursuant to subdivision fourteen-a of this
secti on.

(d) Notwi t hstandi ng any inconsistent provision of law, a voluntary
non-profit or proprietary general hospital where the |ow incone patient
percentage, as determined in accordance with provisions of this subdivi-
sion, is between thirty-five and sixty-five percent shall be charged an
assessment which for the period July first, nineteen hundred ninety-one
t hrough Decenber thirty-first, nineteen hundred ninety-one shall equa
five percent of the general hospital's bad debt and charity care need as
determined in accordance with paragraph (b) of subdivision fourteen of
this section and for the period January first, nineteen hundred ninety-
two through Septenber thirtieth, nineteen hundred ninety-two shall equa
seven and one-half percent of the general hospital's bad debt and chari -
ty care need as determ ned in accordance with paragraph (b) of subdivi-
sion fourteen of this section. Such assessnment shall be paid to the
comm ssioner or his designee prior to Cctober first, nineteen hundred
ninety-two in accordance with a schedul e established by the comm ssion-
er. The assessnments nay be administered in accordance wth the
provi si ons of paragraph (c) of subdivision sixteen of +this section
applicable to bad debt and charity care regional pools. Paynents of the
assessments shall be due and arrearages shall be treated in accordance
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with the provisions of subdivision twenty of this section applicable to
bad debt and charity care regional pools. Funds accunul ated shall be
deposited by the comm ssioner and credited to the departnent of socia
services nedical assistance program general fund - |ocal assistance
account appropriation.

(e) Notwi t hstandi ng any inconsistent provision of law, the provisions
of paragraphs (a) and (b) of +this subdivision shall not apply to
paynents for patients discharged on or after January first, nineteen
hundr ed ni nety-seven.

14-f.] 6. Public general hospital indigent care adjustnent. Notwth-
standi ng any inconsistent provision of this section and subject to the
avai lability of federal financial participation, paynent for inpatient
hospital services for persons eligible for paynents nade by state
governmental agencies for the period [January first, nineteen hundred
ni nety-seven through Decenber thirty-first, nineteen hundred ninety-nine
and periods on and after January first, two thousand] ON AND AFTER JANU-
ARY FI RST, TWO THOUSAND THI RTEEN applicable to patients eligible for
federal financial participation wunder title XIX of the federal socia
security act in medical assistance provided pursuant to title el even of
article five of the social services |aw determ ned in accordance with
this section shall include for eligible public general hospitals [a
public general hospital indigent care adjustnment equal to the aggregate
anmount of the adjustments provided for such public general hospital for
the period January first, nineteen hundred ninety-six through Decenber
thirty-first, nineteen hundred ninety-six pursuant to subdivisions four-
teen-a and fourteen-d of this section on an annualized basis, provided,
however, that for periods on and after January first, two thousand thir-
teen] an annual anount of four hundred twelve mllion dollars [shall be]
allocated to eligible nmajor public hospitals based on each hospital's
proportionate share of medicaid and uninsured |osses to total nedicaid
and uninsured | osses for all eligible najor public hospitals, net of any
di sproportionate share hospital payments received pursuant to sections
twenty-ei ght hundred seven-k and twenty-ei ght hundred seven-w of this
article. The adjustnent nmay be made to rates of paynment or as aggregate
paynents to an eligi ble hospital

[15. Special provisions for paynents by governnmental agencies. In the
event that federal financial participation in paynments nmade for benefi -
ciaries eligible for nedical assistance under title XIX of the federa
social security act based upon the all owance specified in paragraph (c)
of subdivision fourteen of this section as a conponent of such paynents
is not approved by the federal government, rates of paynment by govern-
nment al agencies for the operating cost conponent of general hospital
i npatient services shall be increased for each hospital by the sane
percent age al |l onance as each hospital's federal fiscal year nineteen
hundred eighty-seven disproportionate share paynent adjustnent factor
for revenues received fromservices provided to beneficiaries of title

XVI1l of the federal social security act (medicare) as determned in
accordance with the provisions of section eighteen hundred eighty-six-d
of title XVIII of the federal social security act (nedicare). |Increased

anounts received by general hospitals in accordance with the provision
of this subdivision shall be offset against distributions to such hospi -
tals that were made or wuld be nade pursuant to the provisions
contai ned in subdivisions seventeen and nineteen of this section. In the
event that distributions had been nmade to such hospitals pursuant to
such subdivisions, the hospital shall, on a proportional basis, return
to the pool fromwhich the distributions were nade an anount equal to
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the i ncreased anobunts recei ved under this subdivision to the extent that
such increased anpbunts do not exceed distributions made. Funds in the
st at ew de pool created in accordance with subdivision sixteen of this
section, which would have been distributed in accordance w th paragraph
(c) of subdivision nineteen of this section if the provisions of this
subdi vision were not in effect, |ess any anounts not distributed as the
result of the offset provisions of this subdivision shall be distributed
to regional pools to the extent that such funds are avail abl e and neces-
sary to maintain regional pool distributions, with consideration of the
offset provisions in this subdivision, at the levels that would be
avai |l abl e pursuant to the provisions of subdivision fourteen of this
section if the provisions of this subdivision did not apply.

16. Bad debt and charity care regional pools and bad debt and charity
care and capital statew de pool, general. (a) Funds will be nade avail-
able in bad debt and charity care regional pools created by the comm s-
sioner for distributions in accordance wth subdivision seventeen of
this section through the subm ssions by or on behalf of general hospi-
tals of the allowance included in rates and charges in accordance wth
paragraph (c) of subdivision fourteen of this section and through the
transfer of funds available fromthe bad debt and charity care and capi -
tal statew de pool in accordance with paragraph (a) of subdivision nine-
teen of this section. Funds will be nade available for distributions in
accordance wi th subdivision nineteen of this section froma bad debt and
charity care and capital statewide pool created by the comm ssioner
t hrough the subm ssions by general hospitals of the amount of the
assessments authorized in accordance with subdivision eighteen of this
secti on.

(b) The regions are established as the article forty-three insurance
plan regions, wth the exception that the southern sixteen counties
shall be divided into three regions for the purposes of subdivisions
fourteen and seventeen of this section with separate regi ons consisting
of Ri chnond, Manhattan, Bronx, Queens and Kings counties; Nassau and
Suffolk counties; and Delaware, Colunbia, Uster, Sullivan, Orange,
Dut chess, Putnam Rockl and and Westchester counties. Such regions shal
be the sane regions established and in effect January first, nineteen
hundred ei ghty-five. The council with the approval of the conm ssioner
may conbine regions, with the exception of the above specified regions
for the southern sixteen counties, upon application of the article
forty-three insurance law plans involved and a denonstration that
significant inequities would not occur.

(c) For periods prior to January first, two thousand five, the comi s-
sioner and the commissioner of social services are authorized to
contract with the article forty-three insurance |law plans, or if not
avai | abl e such other administrators as the conmm ssioner and the conm s-
sioner of social services shall designate, to receive funds for the bad
debt and charity care regional pools and/or the bad debt and charity
care and capital statew de pool and distribute funds from such pools. In
the event contracts with the article forty-three insurance |aw plans or
ot her comm ssioners' designees are effectuated, the comm ssioner and the
comm ssi oner of social services shall jointly conduct or cause to be
conducted annual audits of the receipt and distribution of the pool ed
funds. The reasonabl e costs and expenses of a pool admnistrator as
approved by the conmm ssioner and the conmm ssioner of social services,
not to exceed for personnel services on an annual basis four hundred
thousand dollars for all ©pools, shall be paid fromthe pool ed funds.
Such pool adm nistrator or pool adm nistrators shall be acting on behalf
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of the state medi cal assistance program provided pursuant to title el ev-
en of article five of the social services law in the distribution to
hospitals pursuant to subdivisions fourteen-c, seventeen and paragraphs
(c) and (d) of subdivision nineteen of this section of pool ed funds.

(d) I'n order for a general hospital to participate in the distribution
of funds fromthe pools, the general hospital nust inplenment collection
policies and procedures approved by the commissioner and nust be in
conpliance wth bad debt and charity care reporting requirenents estab-
i shed pursuant to this article.

(e)] 7. I'n order for a general hospital to be eligible for distrib-
ution of funds from the pools, such general hospital if it provides
obstetrical care and services nust agree to participate in a program
approved by the departnment for the provision of prenatal care to persons
eligible for nmedical assistance or nedically indigent persons if
requested by such a program Nothing stated herein shall require a
hospital to grant admitting privileges to a physician solely because
such person is part of an approved program The participation of hospi-
tals in an approved program shall include, but not be Iimted to:

[(i)] (A arrangenments wth designated prenatal care providers for
prebooki ng pregnant wonen for approxinmate delivery tine, and provision
of staff and facilities for the delivery and necessary postpartum care
for wonen and infants involved in such prograns;

[(i1)] (B) a systemfor nedical record transfer froma prenatal care
provider to hospital staff participating in delivery and for the trans-
fer of information regarding hospital delivery and care back to the
prenatal care provider for postpartumfollow up; and

[(iti)] (© an agreenent with designated prenatal care providers to
accept the care of high risk patients on a referral basis and/or to
provi de special tests and procedures which are not ordinarily avail able
to prenatal care clinics if such hospital is capable of caring for high
risk patients and/or providing special tests and procedures.

[(f) The council nmay adopt regulations subject to the approval of the
comm ssioner to allow advanced distributions from these pools to a
general hospital qualifying for distributions in accordance with para-
graph (c) of subdivision nineteen of this section, based on a denon-
stration by the hospital that there is an inability to finance current
obl i gati ons and obtai n needed working capital.

(g) Notwi t hstandi ng any inconsistent provision of law to the contrary,
frominterest heretofore earned or hereinafter earned on funds in bad
debt and charity care regional pools and the bad debt and charity care
and capital statew de pool established pursuant to this section, such
anounts as shall be necessary, within amounts appropriated, shall be
reall ocated to, and the state conptroller is hereby authorized and
directed to receive for deposit to, the credit of the departnent of
health's special revenue fund - other, hospital based grants program
account, for purposes of services and expenses related to general hospi-
tal based grant prograns for the period April first, nineteen hundred
ni nety-four through June thirtieth, nineteen hundred ninety-six and for
the period July first, nineteen hundred ninety-six through March thir-
ty-first, nineteen hundred ninety-seven.

16-a. Pool administration, general. (a) If a general hospital fails to
tinely file a report with the departnment of funds due to a regional poo
or a statew de pool established pursuant to this section, the conmm s-
sioner may estimte the anobunt due from such hospital based on avail able
financial and statistical data and may collect in accordance with subdi -
vision twenty of this section any anount due based on such estinate as a



Co~NOoOUIT~hWNE

S. 6980 80

deficiency in paynents to such regional pool or statew de pool wth
interest and penalties. The comm ssioner shall provide a general hospi-
tal with notice of any estimate of the amount due pursuant to this para-
graph at least three days prior to collection of a deficiency by the
conmi ssi oner. Such notice shall contain the financial basis for the
conmi ssioner's estimate.

(b) Notw thstandi ng any inconsistent provision of section one hundred
twel ve or one hundred seventy-four of the state finance | aw or any ot her
| aw, at the discretion of the comm ssioner and the conm ssioner of
social services without a conpetitive bid or request for proposal proc-
ess, regional pool and statew de pool adm nistration contracts in effect
for rate year nineteen hundred ninety-three may be extended for adm nis-
tration of regional pools and statew de pools established for rate years
ni net een hundred ni nety-four and nineteen hundred ninety-five and nine-
teen hundred ninety-six to provide an uninterrupted continuation of
services and may be anended as nmay be necessary.

17. Bad debt and charity care regional pool distributions. Funds accu-
nmul ated in bad debt and charity care regional pools, including incone
from invested funds, fromthe allowance specified in paragraph (c) of
subdi vi sion fourteen of this section and funds accunmulated in bad debt
and charity care regional pools, including incone frominvested funds,
fromthe transfer of funds available fromthe bad debt and charity care
and capital statew de pool in accordance with paragraph (a) of subdivi-
sion nineteen of this section shall be deposited by the conm ssioner and
credited to a special revenue-other fund to be established by the conp-
troller. To the extent of funds appropriated therefor, funds shall be
made avail able for distribution by or on behalf of the state, as
paynments under the state nedical assistance program provided pursuant to
title eleven of article five of the social services |law, from bad debt
and charity care regional pools in accordance with the foll ow ng nethod-
ol ogy and sequence:

(a) For the nineteen hundred ei ghty-eight, nineteen hundred eighty-
nine and for that portion of the nineteen hundred ninety rate year
begi nni ng on January first and ending on June thirtieth, each eligible
maj or public general hospital shall receive a portion of its bad debt
and charity care need equal to one hundred two percent of the result of
the application of its percentage of statew de inpatient reinbursable
costs excluding costs related to services provided to beneficiaries of
title XVIIl of the federal social security act (medicare), devel oped on
the basis of nineteen hundred eighty-five financial and statistica
reports, to the total of all regional pools. For that portion of the
ni net een hundred ninety rate year beginning on July first and ending on
Decenber thirty-first and in the annual rate years begi nning on or after
January first, nineteen hundred ninety-one, each eligible major public
general hospital shall receive a portion of its bad debt and charity
care need equal to one hundred ten percent of the result of the applica-
tion of its percentage of statew de inpatient reinbursable costs excl ud-
ing costs related to services provided to beneficiaries of title XVil
of the federal social security act (nedicare), devel oped on the basis of
ni net een hundred eighty-five financial and statistical reports, to the
total of all regional pools.

(b) (i) Funds remaining in the regional pools after distribution in
accordance with paragraph (a) of this subdivision shall be distributed
to voluntary non-profit, private proprietary and public general hospi-
tals, other than najor public general hospitals, on the basis of each
hospital's targeted need share. For the rate year begi nning January
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first, nineteen hundred eighty-eight, an individual hospital's targeted
need share shall be defined as the rel ati onship between each hospital's
ni net een hundred ei ghty-six nom nal paynment anount as defined in subpar-
agraph (i) of paragraph (c) of subdivision fourteen of this section to
t he ni neteen hundred ei ghty-six nom nal paynent anmounts for all hospi-
tals in the region other than nmajor public general hospitals. For annu-
al rate years beginning on or after January first, nineteen hundred
ei ghty-nine, the base need shall be the cal endar year which is two years
prior to the rate year. The anount of funds to be distributed in accord-
ance with this paragraph and paragraph (a) of this subdivision shall be
limted to the anpbunt of funds accunulated in the pools.

(ii) Notwithstanding any inconsistent provision of this section,
commencing April first, nineteen hundred ninety-five funds remaining in
the regional pools after distribution in accordance with paragraph (a)
of this subdivision shall be aggregated on a statew de basis and treated
as a conmon pool for statew de distributions and distributed to volun-
tary non-profit, private proprietary and public general hospitals, other
than nmjor publlc general hospitals, on the basis of each hospital'’
targeted need share defined as the relationship between each hospital’
base year nom nal paynment anount as defined in subparagraph (i) of para-
graph (c) of subdivision fourteen of this section to the base year nomi -
nal paynment anounts for all hospitals statew de other than najor public
general hospitals.

(d) The departnment may provide for interim paynents to general hospi-
tals of funds available for distribution fromregional pools pursuant to
this subdivision, subject to reasonable retainage for adjustnents,
subsequently reconciled to anobunts due deternmined in accordance wth
thi s subdivi sion

(e) Notwi t hstandi ng any inconsistent provision of this section, in the
event funds avail able pursuant to paragraph (b-1) of subdivision nine-
teen of this section for progranms to provide health <care coverage for
uni nsured or underinsured children are inadequate to provide coverage to

all eligible children for whomapplication for coverage is made in a
rate period, such additional anmounts not to exceed twenty-five mllion
dollars for nineteen hundred ninety-four as shall be necessary to

provi de such coverage shall be reserved by the conm ssioner from the
anount to be available in bad debt and charity care regi onal pools for
such rate period for additional distributions to such prograns. Ten
mllion dollars of the anpbunt reserved for nineteen hundred ninety-four
shall not result in a decrease to disproportionate share paynents to
hospi tal s.

18.] 8. Bad debt and charity care and capital statew de pool funding.
The conmm ssioner shall create a bad debt and charity care and capital
statewi de pool which shall be funded [by a transfer of funds, which is
her eby aut horized, for the period January first, nineteen hundred nine-
ty-five through Decenber thirty-first, nineteen hundred ninety-five, the
period January first, nineteen hundred ninety-six through June thirti-
eth, nineteen hundred ninety-six and the period July first, nineteen
hundred ni nety-si x through Decenber thirty-first, nineteen hundred nine-
ty-six equal to seven nillion five hundred thousand dollars for the
ni net een hundred ninety-five period, three mllion seven hundred fifty
thousand dollars for the January first, nineteen hundred ninety-six
t hrough June thirtieth, nineteen hundred ninety-six period and three
mllion seven hundred fifty thousand dollars for the July first, nine-
teen hundred ni nety-six through Decenber thirty-first, nineteen hundred
ninety-six period to be submtted to a statew de pool, as designhated by
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the conm ssioner, fromthe nedical nmalpractice insurance association
pursuant to section five thousand five hundred sixteen-c of the insur-
ance | aw and] through an assessnment which shall be charged to genera
hospitals. [In the event that the transfers of funds authorized by
section five thousand five hundred sixteen-c of the insurance |aw do not
occur by January first, nineteen hundred ninety-five, January first,
ni neteen hundred ninety-six and August first, nineteen hundred ninety-
si X respectively, the comm ssioner for each period for which such trans-
fer fromthe nedical nal practice insurance associ ation has not occurred
shall transfer seven mllion five hundred thousand dollars for the nine-
teen hundred ninety-five period, three mllion seven hundred fifty thou-
sand dollars for the January first, nineteen hundred ninety-six through
June thirtieth, nineteen hundred ninety-six period and three mllion
seven hundred fifty thousand dollars for the July first, nineteen
hundred ni nety-si x through Decenber thirty-first, nineteen hundred nine-
ty-six period fromregional or statew de pool reserves for pools estab-
| i shed pursuant to this section and section twenty-eight hundred eight-c
or twenty-eight hundred seven-a of this article to the bad debt and
charity care and capitol statew de pool established pursuant to this
subdi vision.] Such assessnent shall be subnitted to a statew de pool as
desi gnated by the comm ssioner and distributed on a nonthly basis in
accordance wth subdivision [twenty] TEN of this section.

(A) The assessnent shall be[:

(a) one and seventy-five thousandths percent of each general hospi-
tal's gross revenue received for inpatient hospital services provided
during the period January first, nineteen hundred ei ghty-eight through
Decenber thirty-first, nineteen hundred eighty-eight; one and five
hundr edt hs percent of each general hospital's gross revenue received for
i npatient hospital services provided during the period January first,
ni net een hundred ei ghty-nine through Decenber thirty-first, nineteen
hundred eighty-nine; and] one percent of each general hospital's gross
revenue received for inpatient hospital services provided during annua
periods beginning on or after January first, nineteen hundred ninety
t hrough Decenber thirty-first, nineteen hundred ninety-nine and on or
after January first, two thousand[,].

[(b) provided, however, subject to the provisions of paragraph (e) of
this subdivision there shall be no assessnent against those voluntary
non-profit and private proprietary general hospitals which qualify for
di stributions nade in accordance with paragraph (c) of subdivision nine-
teen of this section, or for the annual assessnent period January first,
ni net een hundred ni nety-seven through Decenber thirty-first, nineteen
hundred ninety-seven which qualified for distributions nmade in accord-
ance with paragraph (c) of subdivision nineteen of this section as of
Decenber thirty-first, nineteen hundred ninety-five, and

(c) provided further, however, subject to the provisions of paragraph
(e) of this subdivision the assessnent agai nst those voluntary non-pro-
fit and private proprietary general hospitals which qualified for
di stributions nade in accordance with paragraph (c) of subdivision nine-
teen of this section as of Decenber thirty-first, nineteen hundred nine-
ty-five shall for the annual assessnent period January first, nineteen
hundred ninety-eight through Decenber thirty-first, nineteen hundred
ni nety-ei ght be abated in the anbunt of three-quarters of one percent of
gross revenue received and for the annual assessnent period January
first, nineteen hundred ninety-nine through Decenber thirty-first, nine-
teen hundred ninety-nine be abated in the anmount of one-quarter of one
percent of gross revenue received.
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(d)] (B) Gross revenue received shall nean all noneys received for or
on account of inpatient hospital service, provided, however, that
subject to the provisions of paragraph [(e)] (C of this subdivision
gross revenue received shall not include distributions frombad debt and
charity care regional pools, health care services pools, bad debt and
charity care for financially distressed hospitals statewi de pools and
bad debt and charity care and capital statew de pools created in accord-
ance with this section or distributions fromfunds all ocated in accord-
ance with section twenty-eight hundred seven-l, twenty-eight hundred
seven-k, twenty-ei ght hundred seven-v or twenty-ei ght hundred seven-w of
this article [and shall not include the conponents of rates of paynent
or charges related to the all owances provided in accordance with subdi-
visions fourteen, fourteen-b and fourteen-c of this section, the adjust-
ment provided in accordance with subdivision fourteen-a of this section,
the adjustnent provided in accordance with subdivision fourteen-d of
this section], the adjustnent for health nmaintenance organization
rei mbursenent rates provided in accordance with forner subdivision two-a
of this section, paynents nade pursuant to paragraph (i) of subdivision
[thirty-five] SEVENTEEN of this section or[, if effective, the adjust-
ment provided in accordance with subdivision fifteen of this section],
t he adj ustnment provided in accordance with section eighteen of chapter
two hundred sixty-six of the [Iaws of nineteen hundred ei ghty-six as
anmended, revenue received from physician practice or faculty practice
pl an discrete billings for private practicing physician services, reven-
ue from affiliation agreenments or contracts with public hospitals for
the delivery of health care services at such public hospitals, revenue
received as disproportionate share hospital paynents in accordance with
title nineteen of the federal social security act, or revenue from
government deficit financing, provided, however, that funds received as
nmedi cal assi stance paynents which include state share anobunts aut hori zed
pursuant to section twenty-eight hundred seven-v of this article that
are not disproportionate share hospital paynents shall be included wth-
in the neaning of gross revenue for purposes of this subdivision.

[(e)] (© Each exclusion of hospitals or sources of gross revenue
received fromthe assessnments effective on or after October first, nine-
teen hundred ninety-two established pursuant to this subdivision shal
be contingent upon either: (i) qualification of the assessnments for
wai ver pursuant to federal |law and regulation; or, (ii) consistent wth
federal law and regulation, not requiring a waiver by the secretary of
the departnent of health and human services related to such exclusion;
in order for the assessnents under this section to be qualified as a
broad- based health care related tax for purposes of the revenues
received by the state pursuant to the assessnments not reducing the
anount expended by the state as nedical assistance for purposes of
federal financial participation. The conmm ssioner shall collect the
assessments relying on such exclusions, pending any contrary action by
the secretary of the departnment of health and human services. In the
event the secretary of the departnent of health and human services
deternmines that the assessnents do not so qualify based on any such
exclusion, then the exclusion shall be deenmed to have been null and void
as of COctober first, nineteen hundred ninety-two and the conmm ssioner
shall collect any retroactive anmount due as a result, wthout interest
or penalty provided the hospital pays the retroactive anmount due wthin
ninety days of notice fromthe conm ssioner to the hospital that the
exclusion is null and void. Interest and penalties shall be neasured
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from the due date of ninety days follow ng notice fromthe comm ssi oner
to the hospital

[(f)] (D Paynents of assessments and allowances required to be
subm tted by general hospitals pursuant to this subdivision and [subdi-
visions fourteen and fourteen-b of this section and] paragraph (a) of
subdi vi sion two of section twenty-eight hundred seven-d of this article
shall be subject to audit by the conm ssioner for a period of six years
following the close of the cal endar year in which such paynents are due,
after which such paynents shall be deenmed final and not subject to
further adjustnent or reconciliation, including through offset adjust-
ments or reconciliations made by general hospitals with regard to subse-
guent paynents, provided, however, that nothing herein shall be
construed as precluding the comm ssioner from pursuing collection of any
such assessnments and al | owances which are identified as delinquent wth-
in such six year period, or which are identified as delinquent as a
result of an audit comenced within such six year audit period, or from
conducting an audit of any adjustment or reconciliation nmade by a gener-
al hospital within such six year period, or fromconducting an audit of
paynents nade prior to such six year period which are found to be
coommingled with paynents which are otherw se subject to tinely audit
pursuant to this section. General hospitals which, in the course of
such an audit, fail to produce data or docunentation requested in furth-
erance of such an audit, wthin thirty days of such request nay be
assessed a civil penalty of up to ten thousand dollars for each such
failure, provided, however, that such civil penalty shall not be inposed
if the hospital denonstrates good cause for such failure. The inposition
of such civil ©penalties shall be subject to the provisions of section
twel ve-a of this chapter

[(g)] (E) If a general hospital fails to produce data or docunentation
requested in furtherance of an audit for a nonth to which an assessnent
applies, the comm ssioner may estinmate, based on avail able financial and
statistical data as determ ned by the comm ssioner, the anmount due for
such nmonth. If the inpact of exenptions permtted pursuant to paragraph
[(d)] (B) of this subdivision cannot be determ ned from such avail abl e
financial and statistical data the estinated anobunt due nay be cal cu-
lated on the basis of the general hospital's aggregate gross inpatient
revenue anount, as determ ned from such avail able financial and statis-
tical data for the year subject to audit. Estimted anmounts due pursuant
to this paragraph shall be paid by a general hospital within sixty days
or within such other tine period as agreed to by the commi ssioner and
the facility. Thereafter the comm ssioner shall take all necessary steps
to collect ampbunts owed pursuant to this paragraph, including by offset-
ting, or by directing the state conptroller to offset, such anmounts due
fromany other paynments nmade by state governmental agencies to the
general hospital pursuant to this article. Interest and penalties shal
be applied to such anmounts due in accordance with the provisions of
par agraph (c) of subdivision [twenty] TEN of this section

[(h)] (F) The conmi ssioner shall take all necessary steps to collect
del i nquent amounts owed pursuant to this subdivision, including by
recoupnment or offsetting, or by directing the state conptroller to
of fset, such anounts due from any other paynents nade by state govern-
nmental agencies to the general hospital pursuant to this article.
Interest and penalties shall be applied to such ambunts due in accord-
ance with the provisions of paragraph (c) of subdivision [twenty] TEN of
this section. Delinquent anounts which have been referred for recoupnent
or offset pursuant to this paragraph, or which have been referred to the
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of fice of the attorney general for collection, shall be deened final and
not subject to further revision or reconciliation by the conm ssioner
based on any additional reports or other information submtted by the
hospital, provided, however, that such delinquencies shall not be
referred for such recoupnent or for such collection based on estimted
anmounts wunless the hospital has received witten notification of such
del i nquenci es and has been given no less than thirty days in which to
subm t delinquent reports.

[(i)] (G The commissioner nay enter into agreements with genera
hospital s subject to this subdivision, in regard to which audit findings
or prior settlements have been nmade pursuant to this subdivision,
extending and applying such audit findings or prior settlenents or a
portion thereof, in settlenent and satisfaction of potential audit
liabilities for subsequent wun-audited periods. The comr ssioner my
reduce or waive paynment of interest and penalties otherwi se applicable
to such subsequent un-audited periods when such anobunts due as a result
of such agreenent, other than reduced or waived penalties and interest,
are paid in full to the conm ssioner or the conm ssioner's designee
wi thin sixty days of execution of such agreenent by all parties to the
agreenent. Any paynents nade pursuant to agreenents entered into in
accordance with this paragraph shall be deened to be in full satisfac-
tion of any liability arising under this subdivision, as referenced in
such agreenents and for the tine periods covered by such agreenents,
provi ded, however, that the conm ssioner nay audit future retroactive
adj ustnments to paynents made for such periods based on reports filed by
hospi tal s subsequent to such agreenents.

[19. Bad debt and charity care and capital statew de pool distrib-
ution. Funds accunulated in the statew de pool created by the assess-
ment authorized in accordance w th subdivision eighteen of this section
for periods through Decenber thirty-first, nineteen hundred ninety-siXx,
including income frominvested funds, shall be distributed or retained
in accordance with the foll ow ng sequence:

(a) Funds shall be distributed by the conm ssioner to bad debt and
charity care regional pools established pursuant to subdivision sixteen
of this section to provide additional funds for distribution from such
bad debt and charity care regional pools in accordance with subdivision
seventeen of this section equal to the amobunt conputed as the difference
bet ween the anount that woul d be available in such regional pools based
on a statew de determ nation of financial resources to be commtted to
regi onal pools in each year in accordance with paragraph (c) of subdivi-
sion fourteen of this section based upon a percentage factor equal to
five and ninety-three hundredths percent and the anmount to be avail abl e
in such regional pools based on a statew de determ nation of financia
resources to be conmitted to regional pools in each year in accordance
wi th paragraph (c) of subdivision fourteen of this section based upon a
percentage factor equal to five and forty-ei ght hundredths percent.

(b) An amount not to exceed seventeen mllion dollars on an annuali zed
basis from the assessnent through Decenber thirty-first, nineteen
hundred ninety-six may annually be placed in a statewide account in
accordance wth rules and regulations adopted by the council and
approved by the conm ssioner for the purpose of securing financing of
capital inprovenent projects for general hospitals qualifying for
di stributions nade in accordance with paragraph (c) of this subdivision.
Any reserved funds avail abl e on Septenber first, nineteen hundred nine-
ty-seven and not obligated, in accordance with section twelve of chapter
nine hundred thirty-four of the I aws of nineteen hundred ei ghty-five as
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anmended, for the purpose of securing financing of <capital inprovenent
projects for general hospitals and any reserved funds that thereafter
becone avail able may be transferred by the comm ssioner, in consultation
with the director of the budget and the dormitory authority, to the
health facility restructuring pool established pursuant to section twen-
ty-eight hundred fifteen of this article or to the general hospital
i ndigent care pool established pursuant to section twenty-eight hundred
seven-k of this article.

(b-1) An amount equal to: twenty mllion dollars annually for the
period January first, nineteen hundred ninety-one through Decenber thir-
ty-first, nineteen hundred ninety-three; thirty mllion dollars for the
period January first, nineteen hundred ninety-four through Decenber
thirty-first, nineteen hundred ninety-four; thirty-seven mllion five
hundred thousand dollars for the period January first, nineteen hundred
ni nety-five through Decenber thirty-first, nineteen hundred ninety-five;

eighteen mllion seven hundred fifty thousand dollars for the period
January first, nineteen hundred ninety-six through June thirtieth, nine-
teen hundred ninety-six; and eighteen mllion seven hundred fifty thou-

sand dollars for the period July first, nineteen hundred ninety-six
t hrough Decenber thirty-first, nineteen hundred ninety-six shall annual -
|y be reserved and accunul ated fromyear to year by the comm ssioner for
di stributions to prograns to provide health care coverage for uninsured
or underinsured children. Such accunul ated funds shall not be used for
any ot her purpose other than those authorized in section twenty-five
hundred ten and twenty-five hundred el even of this chapter. If on March
thirty-first, nineteen hundred ninety-eight, any funds accunul ated
during the period January first, nineteen hundred ninety-one through
Decenber thirty-first, nineteen hundred ninety-seven are unused or
uncommtted for such distributions, such unused or unconmmitted funds
shall be inmediately transferred by the commi ssioner to the health care
initiatives pool established by the conm ssioner to provide additiona
funds for distribution to prograns to provide health care coverage for
uninsured or underinsured children pursuant to sections twenty-five
hundred ten and twenty-five hundred el even of this chapter. For cash
fl ow purposes, the conm ssioner may borrow from regi onal or statew de
pool reserves for pools established pursuant to this section such funds
as shall be necessary not to exceed the anobunt authorized to be reserved
annually to neet prem umrequirenents pursuant to sections twenty-five
hundred ten and twenty-five hundred el even of this chapter for a rate
year and shall refund such noneys when pool funds becone avail abl e
pursuant to this paragraph for such rate year.

(b-2) Funds available for distribution in accordance wth paragraphs
(c) and (d) of this subdivision shall be deposited by the conm ssioner
and credited to a special revenue-other fund to be established by the
conptroller. To the extent of funds appropriated therefor, funds shal
be made available for distributions by or on behalf of the state, as
paynments under the state nedical assistance program provided pursuant to
title eleven of article five of the social services |law fromthe bad
debt and charity care and capital statew de pool pursuant to paragraphs
(c) and (d) of this subdivision.

(c) Funds shall be nade available on a statew de basis for distrib-
ution by the comm ssioner in accordance with rules and regulations
adopted by the council and approved by the comm ssioner to assist vol un-
tary non-profit and private proprietary general hospitals experiencing
severe fiscal hardship because of insufficient resources to finance
| osses resulting frombad debts and the costs of charity care. Amounts
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to be distributed for bad debt and charity care purposes shall be deter-
m ned after consideration of amounts to be distributed from regiona
pool s in accordance w th subdivision seventeen of this section and shal

result in up to one hundred percent as defined in paragraph (b) of
subdi vi sion fourteen of this section being financed for these genera
hospi tal s.

(d) Funds shall be nade available on a statew de basis for distrib-
ution by the comm ssioner in accordance with rules and regulations
adopted by the council and approved by the conmm ssioner to assist vol un-
tary non-profit and private proprietary general hospitals which quali-
fied for distributions made in accordance with paragraph (b) of subdivi-
sion sixteen of section twenty-eight hundred seven-a of this article
during the nineteen hundred eighty-seven rate period or qualified for
di stributions nade in accordance with paragraph (c) of this subdivision
during a rate period or rate periods but which do not continue to quali -
fy for distributions nmade in accordance wth paragraph (c) of this
subdi vision during a rate period or rate periods. Amounts to be distrib-
uted to a general hospital pursuant to this paragraph for the initia
rate period in which such general hospital does not continue to qualify
for distributions made in accordance with paragraph (c) of this subdivi-
sion shall be two-thirds of the amount such general hospital would have
received in accordance with paragraph (c) of this subdivision for such
initial rate period if the hospital had continued to be eligible for
such distribution and for the next succeedi ng annual rate period one-
third of the amount such general hospital would have received in accord-
ance with paragraph (c) of this subdivision for such succeeding rate
peri od.

(e) There shall be set aside within a transition account in the state-
wi de pool, fromaccunul ated funds, fromthe total allocation to the bad
debt and charity care and capital statew de pool of the assessnent of
one and seventy-five thousandths percent of gross revenue received in
accordance with paragraph (a) of subdivision eighteen of this section
for the rate period comrencing January first, nineteen hundred ei ghty-
ei ght and the assessnent of one and five hundredths percent of gross
revenue received in accordance with paragraph (a) of subdivision eigh-
teen of this section for the rate period commenci ng January first, nine-
teen hundred ei ghty-nine an anmount equal to seventy-five thousandths of
one percent of gross revenue received and five hundredths of one percent
of gross revenue received respectively to be distributed to voluntary
non-profit, private proprietary and public general hospitals receiving
| ess bad debt and charity care funds wunder the provisions of this
section than if the provisions of section twenty-eight hundred seven-a
of this article had applied using the sane base year need as cal cul at ed
in accordance with subdivision fourteen of this section. Rules for such
di stribution shall be those adopted by the council and approved by the
conmi ssi oner .

(f) Any balance in the statew de pool shall be distributed in accord-
ance with the foll ow ng:

(i) Fifty percent of the balance shall be reserved and accumnul ated
from year to year by the conm ssioner for distributions to regiona
pilot projects to provide health care coverage under insurance or equivVv-
al ent nmechani snms for uninsured or underinsured individuals and famlies
and to provide health care coverage for catastrophic expenses provided
| egislation is enacted before July fifteenth, nineteen hundred eighty-
ei ght aut hori zing such regional pilot projects and including an authori -
zation for such regional pilot projects, notwthstanding any inconsi st-
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ent provision of law, to negotiate special paynent rate methodol ogies
with general hospitals for inpatient hospital services.

(ii) The renmining balance shall be reserved and accunul ated from year
to year by the comm ssioner for priority distributions in accordance
with rules and regul ati ons adopted by the council and approved by the
comm ssioner: (A) to assist general hospitals in offsetting |osses from
bad debt and the costs of charity care in providing existing or expanded
priority health services to the nedically indigent or nedically under-
served in urban and rural areas including, but not limted to, services
for pregnant wonen, services for children under the age of six, and
services related to acquired i mmune deficiency syndronme; (B) for quality
assurance denonstration projects; (C for severity of illness neasure-
nment denonstration projects; (D) for cost analyses and evaluations of
health care provider services; (E) for quality inprovenent program
grants and contracts pursuant to subdivision fifteen of section two
hundred six of this chapter and departnment of health adm nistrative
costs related thereto; and (F) for initiatives to inprove public health
and to expand the availability of health care services.

Notwi t hstanding any provision of lawto the contrary, a sumnot to
exceed three mllion five hundred thousand dollars fromfunds avail able
for distribution pursuant to this subparagraph nay be all ocated and
distributed to regional pilot projects to provide health care coverage
under insurance or equival ent mechani sns for uninsured or underi nsured
i ndividuals and fam |ies pursuant to chapter seven hundred three of the
| aws of nineteen hundred ei ghty-eight.

Not wi t hst andi ng any inconsistent provision of section one hundred
twel ve or one hundred seventy-four of the state finance | aw or any other
| aw, funds available for distribution pursuant to this subparagraph my
be allocated and distributed without a conpetitive bid or request for
proposal process.

(1i1) Any unused funds fromthe allocations provided for in paragraph
(b) and paragraph (e) of this subdivision and subparagraph (i) of this
paragraph and any funds contingently allocated to regional pilot
projects pursuant to subparagraph (i) of this paragraph if authorizing
| egislation is not enacted as required by such subparagraph shall be
reall ocated for use in accordance with the provisions of subparagraph
(ii) of this paragraph.

(1v) Notw thstandi ng any inconsistent provision of this section, the
commi ssioner shall enter into agreenents with one or nore persons, not-
for-profit corporations, or other organizations, other than a state
enpl oyee, official or agency, for the purposes of an independent eval u-
ation of the inplenentation and effectiveness of primary care initi-
atives, including preferred primary care provi der designations, applica-
bl e to general hospitals, diagnhostic and treatnent centers and
participating practitioners and may all ocate and distribute funds other-
wi se available for distribution in accordance with subparagraph (ii) of
this paragraph for the costs of such evaluation. The eval uati on shal
assess factors including but not limted to:

(A) the overall effect of such primary care initiatives on access to
and utilization of health care services;

(B) the extent to which such initiatives have fostered cooperative
wor ki ng rel ati onshi ps between various providers of health care services;

(C the inpact of such initiatives on the cost of health care
servi ces.

An initial evaluation pursuant to this subparagraph shall be submtted
to the governor and the |egislature on or before April first, nineteen
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hundred ninety-two and a further evaluation shall be submtted by Apri
first, nineteen hundred ninety-three.

19-a. Health care services allowance statew de pool distribution.
Funds accumul ated in the statew de pool created by the all owance aut hor -
ized in accordance with subparagraphs (ii) and (iii) of paragraph (a) of
subdi vi sion fourteen-b of this section, including income from invested

funds shal | be distributed or retalned in accordance with the foll ow
i ng:
(a) Funds shall be transferred to primary health care services

regional pools created by the conmm ssioner, and shall be avail abl e,
i ncluding 1 ncone frominvested funds, for distributions in accordance
with section twenty-eight hundred seven-bb of this article. Such funds
shall be transferred to each regional pool so that the regional poo
receives, for the rate periods January first, nineteen hundred ninety-
four through Decenber thirty-first, nineteen hundred ninety-four fifty-
one and five-tenths percent, January first, nineteen hundred ninety-five
through Decenber thirty-first, nineteen hundred ninety-five forty-nine
and six-tenths percent, and January first, nineteen hundred ninety-six
through Decenber thirty-first, nineteen hundred ninety-six forty-nine
and six-tenths percent of the total funds to be accunulated in the
st at ewi de pool fromthe allowance submtted by or on behal f of hospitals
in that region. Such regions shall be those established for purposes of
section two thousand nine hundred four-b of this chapter.

(b) A fixed percentage of the total funds accumul ated in the statew de
pool, including incone from invested funds, shall be available for
primary care education and training. For the rate periods January first,
ni neteen hundred ninety-four through Decenber thirty-first, nineteen
hundred ni nety-four, such percentage shall be twenty-two and one-tenth
percent, and January first, nineteen hundred ninety-five through Decem
ber thirty-first, nineteen hundred ninety-five, such percentage shall be
twenty and four-tenths percent, and January first, nineteen hundred
ninety-six through Decenber thirty-first, nineteen hundred ninety-six
such percentage shall be twenty and four-tenths percent. Funds shall be
avai |l abl e for distributions as foll ows:

(i) up to four mllion dollars annually plus incone thereon from
invested funds shall be set aside and reserved from accunul ated funds
and may be accumul ated for the followi ng year for distribution by the
commi ssioner for primary care undergraduate nedi cal education in accord-
ance with section nine hundred two of this chapter;

(ii) up to four mllion dollars annually plus incone thereon from
i nvested funds shall be set aside and reserved from accunulated funds
and nmay be accunulated for the follow ng year for distribution by the
commi ssioner for the primary care physician | oan repaynent program in
accordance with section nine hundred three of this chapter;

(iit) up to tw mllion dollars annually plus incone thereon from
i nvested funds shall be set aside and reserved from accunulated funds
and nmay be accunulated for the follow ng year for distribution by the
commi ssioner for the primary care practitioner scholarship program in
accordance with section nine hundred four of this chapter;

(iv) up to two mllion dollars annually plus incone thereon from
i nvested funds shall be set aside and reserved from accunulated funds
and nmay be accunulated for the follow ng year for distribution by the
commi ssioner for the primary care practitioner education program in
accordance with section nine hundred five of this chapter;

(v) the balance renmining annually plus incone thereon frominvested
funds shall be set aside and reserved from accumul ated funds and nmay be
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accurmul ated fromyear to year for distributions by the conm ssioner for
heal th care devel opnment in accordance with section nine hundred six of
this chapter; and

(vi) provided, however, that the conm ssioner in the absence of quali -
fied recipients within a category may reall ocate any funds remai ning or
unal | ocated within such a category for distribution by the conm ssioner
for the primary care practitioner scholarship programin accordance wth
section nine hundred four of this chapter and the primary care practi -
ti oner education programin accordance with section nine hundred five of
this chapter.

(c) A fixed percentage of the total funds accumulated in the statew de
pool, including income frominvested funds, shall be deposited by the
commi ssioner into the mscellaneous speC|aI revenue fund - 339, health
care planning account, which is established for services and expenses
for health planning, for purposes of: (i) per capita support of health
systens agencies, provided no health systens agency shall receive |ess
than two hundred fifty thousand dollars annually fromthe per capita
al l ocation, and provided further that a health systens agency receivVving
the mnimm |evel of funding provided pursuant to a per capita fornula
shall also be entitled to receive mnmatching support; (ii) matching
support for other contributions received by health systens agencies from
qual i fied sources as deternmined by the comm ssioner; (iii) five hundred
t housand dol Il ars for global budgeting denonstrations grants authorized
pursuant to section twenty-eight hundred fourteen of this article; and
(iv) five hundred thousand dollars for health networks grants authorized
pursuant to section twenty-eight hundred fourteen of this article. For
the rate period January first, nineteen hundred ninety-four through
Decenber thirty-first, nineteen hundred ninety-four such percentage
shall be eight and eight-tenths percent, and for the rate period January
first, nineteen hundred ninety-five through Decenber thirty-first, nine-
teen hundred ninety-six such percentage shall be eight and two-tenths
percent .

(c-1) Notwithstanding any other provision of lawto the contrary, any
unspent funds available for prograns and services pursuant to subpara-
graphs (iii) and (iv) of paragraph (c) of this subdivision as of Apri
first, nineteen hundred ninety-five and any additional funds avail abl e
for prograns and services pursuant to subparagraphs (iii) and (iv) of
paragraph (c) of this subdivision for the period April first, nineteen
hundred ninety-five through Decenber thirty-first, nineteen hundred
ninety-five shall be transferred by the conm ssioner and deposited and
credited to the nedical assistance programgeneral fund - |ocal assist-
ance account .

(c-2) Notwithstanding any other provision of lawto the contrary,
funds accunul ated for prograns and services pursuant to subparagraphs
(i) and (ii) of paragraph (c) of this subdivision for nineteen hundred
ninety-five shall be transferred by the conm ssioner and deposited and

credited to the general fund - |ocal assistance account.
(d) A fixed percentage of the total funds accumul ated in the statew de
pool, including incone frominvested funds, shall be deposited by the

commi ssioner and credited to the emergency nedical services training
account established for purposes of section ninety-seven-q of the state
finance |l aw for services and expenses related to energency nedica
services training and adm nistration. For the rate period January first,
ni neteen hundred ninety-four through Decenber thirty-first, nineteen
hundred ni nety-four, such percentage shall be seventeen and six-tenths
percent, for the rate period January first, nineteen hundred ninety-five
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t hr ough Decenber thirty-first, nineteen hundred ninety-five, such
percentage shall be twenty-one and eight-tenths percent, and for the
rate period January first, nineteen hundred ninety-six through Decenber
thirty-first, nineteen hundred ninety-six, such percentage shall be
twenty-one and ei ght-tenths percent.

(f) Distributions fromthe pools created in accordance wth this
subdi vi sion and subdivision fourteen-b of this section, and the conpo-
nents of rates of payment or charges related to the all owances provided
in accordance wth subdivision fourteen-b of this section shall not be
included in gross revenue received for purposes of the assessnents
pursuant to subdivision eighteen of this section, subject to the
provi si ons of paragraph (e) of subdivision eighteen of this section, and
shall not be included in gross receipts received for purposes of the
assessments pursuant to section twenty-eight hundred seven-d of this
article, subject to the provisions of subdivision twelve of section
twenty-ei ght hundred seven-d of this article.

(g) Notwi thstanding any inconsistent provisions of law, the comi s-
sioner may borrow fromregional or statewide pool reserves for pools
established pursuant to sections twenty-eight hundred eight-c, twenty-
ei ght hundred seven-a or this section of this article such funds as
shall be necessary, not to exceed the anmobunts projected to be avail able
pursuant to paragraph (d) of subdivision fourteen-b of this section,
annually for distributions in accordance with paragraphs (a), (b), (c),
(d) and (h) of this subdivision for a rate year and shall refund such
noneys when pool funds becone avail abl e pursuant to paragraphs (a), (b),
(c), (d) and (h) of this subdivision for such rate year.

(h) Notwi thstanding any inconsistent provision of this subdivision,
prior to allocation of funds in accordance with paragraphs (a), (b), (c)
and (d) of this subdivision from the allowance for the period July
first, nineteen hundred ninety-five through Decenber thirty-first, nine-
teen hundred ninety-five and fromthe allowance for the period January
first, nineteen hundred ninety-six through June thirtieth, nineteen
hundred ninety-six, thirty-nine mllion five hundred thousand doll ars
fromthe nineteen hundred ninety-five pool and forty-four mllion five
hundred thousand dollars from the nineteen hundred ninety-siXx poo
respectively shall be reserved by the conm ssioner fromthe anmount accu-
nmul ated in the statew de pool, proportionally based on the total anount
of funds projected to be accunulated in the pool for the year, for addi-
tional distributions in accordance with paragraph (b-1) of subdivision
ni neteen of this section to progranms to provide health care coverage for
uni nsured or underinsured children, and the bal ance of funds accunul at ed
in the statew de pool shall be proportionally allocated in accordance
wi th paragraphs (a), (b), (c) and (d) of this subdivision.

19-b.] 9. Funds accunulated in the statew de pool created by the
assessment authorized in accordance with subdivision [eighteen] ElIGHT of
this section for a period during the period January first, nineteen
hundred ninety-seven through Decenber thirty-first, nineteen hundred
ni nety-nine and periods on and after January first, two thousand,
including income from invested funds, shall be transferred by the
conmi ssi oner and consolidated with funds accunmul ated fromthe allowance
pursuant to subdivision tw of section twenty-eight hundred seven-j of
this article for such period and allocated in accordance wth subdivi-
sion nine of section twenty-eight hundred seven-j of this article.

[20.] 10. Paynents to pools. (a) [Paynents by or on behalf of genera
hospitals to bad debt and charity care regional pools of funds due based
on the all owance included in rates and charges in accordance with para-
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graph (c) of subdivision fourteen of this section and to regi onal pools
created pursuant to paragraph (b) of subdivision fourteen-b and to a
statewi de pool <created pursuant to paragraph (b) of subdivision four-
teen-c of this section shall be nmade on a tine schedul e established by
the council, subject to the approval of the comm ssioner, by regul ation;

provi ded, however, that estimated paynents of anobunts due for patients
di scharged in a calendar nonth commencing on or after Cctober first,

ni net een hundred ni nety-one nmust be made within sixty days of the end of
each nonth unl ess paynents of actual anmounts due for such cal endar
nont hs have been made within such sixty day time period. Upon receipt of
notification fromthe comm ssioner, the conptroller, or a fiscal inter-
nmedi ary designated by the director of the budget, or the comm ssioner of
soci al services, or a corporation organi zed and operating in accordance
with article forty-three of the insurance |aw or an organi zati on operat -
ing in accordance with article forty-four of this chapter shall w thhold
from the anmount of any paynent to be nade by the state or such article
forty-three corporation or article forty-four organization to a genera

hospital the amobunt of any arrearage resulting fromsuch general hospi -
tal's failure to nake a tinely paynent to the pools of funds due based
on the all owances included in rates and charges in accordance with para-
graph (c) of subdivision fourteen, paragraph (a) of subdivision four-
teen-b and paragraph (a) of subdivision fourteen-c of +this section.
Upon w thholding such anmount, the conptroller, or a designated fisca

i nternediary, or the comm ssioner of social services, or a corporation
organi zed and operating in accordance with article forty-three of the
i nsurance |law or an organi zation operating in accordance wth article
forty-four of this chapter shall pay the comm ssioner, or his designee,
such anmount withheld for deposit into the applicable pool. Any genera

hospital in arrears resulting fromfailure to nake a tinely paynent to a
pool shall not be eligible for a distribution froma bad debt and chari -
ty care regional pool in accordance with subdivision seventeen of this
section until such arrearage is satisfied.

(b)] (i) Paynments by or on behalf of general hospitals to the [bad
debt and charity care and capital statew de] APPLI CABLE pool of funds
due fromthe assessnments pursuant to subdivision [eighteen] EIGHT of
this section shall be nmade on a tine schedul e established by [the coun-
cil, subject to the approval of] the comm ssioner[, by regulation];
provi ded, however, that estinated paynents of amounts due [for patients
di scharged in a cal endar nonth commencing on or after October first,
ni neteen hundred ninety-one] nust be nmade within sixty days of the end
of each nonth unl ess paynments of actual anounts due for such cal endar
nont hs have been made within such sixty day tinme period. Upon receipt of
notification fromthe comm ssioner, the conptroller, or a fiscal inter-
nmedi ary designated by the director of the budget, [or a corporation
organi zed and operating in accordance with article forty-three of the
i nsurance |law or an organi zation operating in accordance wth article
forty-four of this chapter] shall wthhold from the anmount of any
paynment to be made by the state [or such article forty-three corporation
or article forty-four organi zation] to a general hospital the amount of
any arrearage resulting fromsuch general hospital's failure to nake a
tinmely paynent to the [bad debt and charity care and capital statew de]
APPLI CABLE pool of funds due fromthe assessnents. Upon w t hhol di ng such
anount, the <conptroller, or a designated fiscal internediary, [or a
corporation organized and operating in accordance wth article forty-
three of the insurance |aw or an organi zati on operating in accordance
with article forty-four of this chapter] shall pay the conmm ssioner, or
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hi s desi gnee, such anount wi thheld for deposit into the applicable pool.
[ Any general hospital in arrears resulting fromfailure to nmake a tinely
paynent to the bad debt and charity care and capital statew de poo
shall not be eligible for a distribution fromthe bad debt and charity
care regional pools in accordance with subdivision seventeen of this
section or the bad debt and charity care and capital statew de pool in
accordance wi th subdi vision nineteen of this section until such arrear-
age is satisfied.]

(ii) For periods on and after January first, two thousand five,
reports submtted by general hospitals to inplenent the assessnment set
forth in subdivision [eighteen] EIGHT of this section shall be submtted
el ectronically in a form as may be required by the comm ssioner;
provi ded, however, general hospitals are not prohibited from submtting
reports electronically on a voluntary basis prior to such date, and
provi ded further, however, that all such electronic subm ssions submt-
ted on and after July first, two thousand twelve shall be verified with
an electronic signature as prescribed by the conm ssioner.

[(c)] (B) (i) Interest shall be due and payable to the conm ssioner by
a general hospital or by a payor paying directly to a pool on the
di fference between the anount paid to a pool and the amobunt due to such
pool by the hospital or payor fromthe day of the nonth the paynment was
due wuntil the date of paynment. The rate of interest shall be twelve
percent per annumor at the rate of interest set by the conm ssioner of
taxation and finance wth respect to underpaynents of tax pursuant to
subsection (e) of section one thousand ninety-six of the tax law m nus
four percentage points. Interest under this paragraph shall not be paid
if the amount thereof is less than one dollar. Interest may be coll ected
by the conm ssioner in the sane manner as an arrearage pursuant to this
subdi vi si on

(ii) 1f a paynent by a general hospital or by a payor paying directly
to a pool is |less than seventy percent of the amobunt due to such pool by
the hospital or payor, a penalty shall be due and payable to the commi s-
sioner by the hospital or payor of five percent of the difference
bet ween the anobunt paid to the pool and the anmount due to such pool when
the failure to pay is for a duration of not nore than one nonth after
the due date of the paynment with an additional five percent for each
additional nonth or fraction thereof during which such failure contin-
ues, not exceeding twenty-five percent in the aggregate. A penalty my
be collected by the comm ssioner in the sane manner as an arrearage
pursuant to this subdivision.

[21.] 11. Maxinmumdi stributions. (a) [No general hospital may receive
intotal fromthe distributions made i n accordance wth paragraph (b) of
subdi vi sion fourteen-c, paragraphs (a) and (b) of subdivision seventeen
and paragraphs (c), (d) and (e) of subdivision nineteen of this section
an anount which exceeds its need for financing | osses related to bad
debts and the costs of charity care as defined in paragraph (b) of
subdi vi sion fourteen of this section.

(b)] (i) No public general hospital my receive in total from
di sproportionate share paynment distributions [made in accordance wth
subdi vi si on seventeen of this section and adjustnments in accordance with
subdi visions fourteen-a and fourteen-d of this section for the period
April first, nineteen hundred ninety-four through Decenber thirty-first,
ni net een hundred ninety-four or for annual rate periods beginning on
January first on or after January first, nineteen hundred ninety-five
t hrough Decenber thirty-first, nineteen hundred ninety-six, or] made in
accordance with section twenty-ei ght hundred seven-k of this article and
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adjustnments in accordance wth subdivision [fourteen-f] SIX of this
section for annual periods beginning on January first on and after Janu-
ary first, nineteen hundred ninety-seven through Decenber thirty-first,
ni neteen hundred ninety-nine and on and after January first, two thou-
sand an anmount whi ch exceeds the costs incurred during such period of
furnishing inpatient and anbulatory hospital services, net of nedica
assi stance paynents pursuant to title eleven of article five of the
soci al services law, other than disproportionate share paynents pursuant
to [subdivision twenty-six of this section or] subdivision thirteen of
section twenty-ei ght hundred seven-k of this article, and paynents by
uni nsured patients, by the hospital to individuals who either are eligi-
ble for nmedical assistance pursuant to title eleven of article five of
the social services | aw or have no health insurance or other source of
third party coverage; provided, however, that the conm ssioner shal
make such increase to such maxi mumor to the manner in which the limta-
tion on disproportionate share paynents is applied as shall increase the
maximumlimt for a period or part of a period as authorized by federal
| aw or regulation or the secretary of the departnment of health and human
services for purposes of federal financial participation pursuant to
title XIX of the federal social security act. For purposes of this para-
graph, paynents to a general hospital for services provided to indigent
patients made by the state or a unit of |local governnment within the
state shall not be considered to be a source of third party paynent.

(ii) Reductions pursuant to this paragraph shall be nade in the
fol |l owi ng sequence:

(A) [for periods through Decenber thirty-first, nineteen hundred nine-
ty-six, adjustnents in accordance with subdivision fourteen-d of this
section; adjustnents in accordance with subdivision fourteen-a of this
section; and distributions in accordance wi th subdivision seventeen of
this section, and

(B) for periods during the period January first, nineteen hundred
ni nety-seven through Decenber thirty-first, nineteen hundred ninety-nine
and on and after January first, two thousand,] adjustnents in accordance
wi th subdivision [fourteen-f] SI X of this section; and

(B) distributions in accordance wth section twenty-eight hundred
seven-k of this article.

(iit) [(A In the event a reduction pursuant to subparagraphs (i) and
(ii) of this paragraph is effective for distributions in accordance with
subdi vi sion seventeen of this section for a general hospital, such
general hospital shall receive a supplenmentary distribution not as a
di sproportionate share paynment and not subject to federal financia
participation fromfunds avail abl e pursuant to subdivision seventeen of
this section for periods through Decenber thirty-first, nineteen hundred
ni nety-si x equal to one-half of such reduction.

(B)] In the event a reduction pursuant to subparagraphs (i) and (ii)
of this paragraph is effective for distributions in accordance wth
section twenty-eight hundred seven-k of this article for a genera
hospital, such general hospital shall receive a supplenentary distrib-
ution not as a di sproportionate share paynment and not subject to federa
financial participation fromfunds avail able pursuant to section twen-
ty-ei ght hundred seven-k of this article for periods during the period
January first, nineteen hundred ninety-seven through Decenber thirty-
first, nineteen hundred ninety-nine and on and after January first, two
t housand equal to one-half of such reduction.

[(c)] (B)(i) No general hospital other than a public general hospital
may receive in total fromdisproportionate share paynent distributions
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[ made i n accordance with paragraph (b) of subdivision fourteen-c, subd
vision seventeen and paragraphs (c) and (d) of subdivision nineteen of
this section and adjustnments in accordance with subdivision fourteen-d
of this section for the period April first, nineteen hundred ninety-five
through Decenber thirty-first, nineteen hundr ed ninety-five or for the
annual rate period beginning on January first, nineteen hundred ninety-
si x through Decenber thirty-first, nineteen hundred ninety-six, or] made
in accordance with section twenty-eight hundred seven-k of this article
for annual periods beginning on January first on and after January
first, nineteen hundred ninety-seven through Decenber thirty-first,
ni net een hundred ni nety-nine and on and after January first, two thou-
sand an anmount which exceeds the costs incurred during such period of
furni shing inpatient and anbul atory hospital services, net of nedica
assi stance paynments pursuant to title eleven of article five of the
soci al services law, other than disproportionate share paynents pursuant
to [subdivision twenty-six of this section or] subdivision thirteen of
section twenty-eight hundred seven-k of this article, and paynents by
uni nsured patients, by the hospital to individuals who either are eligi-
ble for medical assistance pursuant to title eleven of article five of
the social services |aw or have no health insurance or other source of
third party coverage; provided, however, that the comm ssioner shal
make such nodifications to the manner in which the limtation on
di sproportionate share paynents is applied to such hospitals as shal
increase the maximumlimt for a period or part of a period as author-
i zed by federal |aw or regulation or the secretary of the departnent of
health and human services for purposes of federal financial partic-
i pation pursuant to title XIX of the federal social security act. For
pur poses of this paragraph, paynments to a general hospital for services
provided to indigent patients made by the state or a wunit of Iloca
government within the state shall not be considered to be a source of
third party paynent.

(ii)[(A) Reductions pursuant to this paragraph for periods through
Decenber thirty-first, nineteen hundred ninety-six shall be nade in the
following sequence for general hospitals other t han financially
di stressed hospitals: adjustnments in accordance wi th subdivision four-
teen-d of this section; and distributions in accordance with subdivision
seventeen of this section.

(B) Reductions pursuant to this paragraph for periods through Decenber
thirty-first, nineteen hundred ninety-six shall be made in the follow ng
sequence for general hospitals designated as financially distressed
hospital s: distributions in accordance with paragraph (b) of subdivision
fourteen-c of this section; distributions in accordance w th paragraphs
(c) and (d) of subdivision nineteen of this section; and distributions
in accordance with subdivision seventeen of this section.

(O] Reductions pursuant to this paragraph for periods during the
period January first, nineteen hundred ninety-seven through Decenber
thirty-first, nineteen hundred ninety-nine and on and after January
first, two thousand, shall be rmade fromdistributions in accordance with
section twenty-ei ght hundred seven-k of this article.

(iii) [(A In the event a reduction pursuant to subparagraphs (i) and
(ii) of this paragraph is effective for distributions in accordance with
paragraph (b) of subdivision fourteen-c of this section, paragraph (c)
or (d) of subdivision nineteen of this section, subdi vision fourteen-d
of this section or subdivision seventeen of this section for a genera
hospital, such general hospital shall receive a supplenentary distrib-
ution not as a di sproportionate share paynment and not subject to federa
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financial participation fromfunds avail able pursuant to such subdi vi -
sions equal to one-half of such reduction for periods through Decenber
thirty-first, nineteen hundred ninety-six.

(B)] In the event a reduction pursuant to subparagraphs (i) and (ii)
of this paragraph is effective for distributions in accordance wth
section twenty-eight hundred seven-k of this article for a genera
hospital, such general hospital shall receive a supplenentary distrib-
ution not as a disproportionate share paynment and not subject to federa
financial participation fromfunds avail able pursuant to section twen-
ty-ei ght hundred seven-k of this article for periods during the period
January first, nineteen hundred ninety-seven through Decenber thirty-
first, nineteen hundred ninety-nine and on and after January first, two
t housand equal to one-half of such reduction.

[(d)] (O (i) Comrencing April first, nineteen hundred ninety-four, no
general hospital may be eligible to receive disproportionate share
paynents determined [in accordance with subdivision twenty-six of this
section through Decenber thirty-first, nineteen hundred ninety-six or]
in accordance with section twenty-eight hundred seven-k of this article
for periods during the period January first, nineteen hundred ninety-
seven through Decenber thirty-first, nineteen hundred ninety-nine and on
and after January first, two thousand unless the hospital has an inpa-
tient utilization rate for patients eligible for paynents pursuant to
title eleven of article five of the social services law eligible for
federal financial participation pursuant to title nineteen of the feder-
al social security act of not |ess than one percent.

(ii) In the event a general hospital is disqualified pursuant to
subpar agraph (i) of this paragraph fromreceiving disproportionate share
paynents for a period, such general hospital shall receive distributions
not as di sproportionate share paynents and not subject to federal finan-
cial participation fromfunds avail abl e [pursuant to subdivision seven-
teen of this section for periods through Decenber thirty-first, nineteen
hundred ninety-six, and] pursuant to section twenty-eight hundred
seven-k of this article for periods during the period January first,
ni net een hundred ni nety-seven through Decenber thirty-first, nineteen
hundred ninety-nine and on and after January first, two thousand equa
to one-half of the distributions for which such general hospital would
have been qualified pursuant to subdivision seventeen of this section
for periods through Decenber thirty-first, nineteen hundred ninety-siXx,
and pursuant to section twenty-ei ght hundred seven-k of this article for
periods during the period January first, nineteen hundred ninety-seven
t hrough Decenber thirty-first, nineteen hundred ninety-nine and on and
after January first, two thousand w thout consideration of subparagraph
(i) of this paragraph.

[(e)] (D) For purposes of cal cul ations pursuant to [paragraphs (b) and
(c)] PARAGRAPH (A) of this subdivision of nmaxi mum di sproportionate share
paynment distributions for a year or part thereof, costs incurred of
furnishing hospital services net of nedical assistance paynents, other
t han di sproportionate share paynments, and paynents by uninsured patients
shall be determned initially based on base year data and statistics for
the base year two years i medi ately preceding the year projected to the
year by the trend factor determ ned in accordance with subdivision ten
of this section and shall be subsequently revised to reflect actua
period data and statistics. For purposes of cal culations pursuant to
paragraph [(d)] (B) of this subdivision of eligibility to receive
di sproportionate share paynents for a year or part thereof, the hospital
inpatient utilization rate shall be determ ned based on base year
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statistics in accordance with a net hodol ogy established by the conm s-
sioner, and costs incurred of furnishing hospital services shall be
deternmined in accordance with a nethodol ogy established by the conmm s-
sioner consistent wth requirenents of the secretary of the departnment
of health and hunman services for purposes of federal financial partic-
i pation pursuant to title XIX of the federal social security act in
di sproporti onate share paynents.

[(e-1)] (E) For periods on and after January first, two thousand el ev-
en, for purposes of cal culations pursuant to [paragraphs (b) and (c)]
PARAGRAPH (A) of this subdivision of maxi num di sproportionate share
paynment distributions for a rate year or part thereof, costs incurred of
furni shing hospital services net of medical assistance paynents, other
t han di sproporti onate share paynments, and paynents by uninsured patients
[shall] for the two thousand el even cal endar year, shall be determ ned
initially based on each hospital's subm ssion of a fully conpleted two
t housand eight disproportionate share hospital data collection tool,
which is required to be submitted to the departnent by March thirty-
first, two thousand el even, and shall be subsequently revised to reflect
each hospital's submssion of a fully conpleted two thousand nine
di sproportionate share hospital data collection tool, which is required
to be submitted to the departnment by Cctober first, two thousand el even.

For calendar years on and after two thousand twelve, such initia
determinations shall reflect submission of data as required by the
conmmi ssioner on a specified date. Al such initial determ nations shal
subsequently be revised to reflect actual rate period data and statis-

tics. Indigent care paynents will be withheld in instances when a hospi -
tal has not subnmitted required information by the due dates prescribed
in this paragraph, provided, however, that such paynents shall be nade

upon submission of such required data. For purposes of cal cul ations
pursuant to paragraph [(d)] (B) of this subdivision of eligibility to
recei ve di sproportionate share paynents for a rate year or part thereof,
the hospital inpatient utilization rate shall be determ ned based on the
base year statistics in accordance with the nethodol ogy established by
t he conmi ssioner, and costs incurred of furnishing hospital services
shall be determ ned in accordance with a methodol ogy established by the
commi ssioner consistent with requirenents of the secretary of the
departrment of health and human services for purposes of federal finan-
cial participation pursuant to [the] title XIX of the federal socia
security act in disproportionate share paynents.

(f) The comm ssioner may recover any anounts paid in excess of maximm
perm ssible distributions and adjustments determ ned pursuant to this
subdi vi sion by retroactive adjustnment and recoupnent from paynents made
for beneficiaries eligible for paynments pursuant to title eleven of
article five of the social services |aw.

[(g) Notw thstandi ng any inconsistent provision of this subdivision,
t he provision of subparagraph (iii) of paragraph (b), subparagraph (iii)
of paragraph (c) or subparagraph (ii) of paragraph (d) of this subdivi-
sion shall be of no force and effect and shall be deened to have been
null and void as of January first, nineteen hundred ninety-four in the
event the secretary of the departnent of health and human services
determines that distributions based on such provisions would render a
health care related tax on general hospitals an inpermssible health
care related tax for purposes of the federal nedicaid voluntary contrib-
ution and provider specific tax anmendments of nineteen hundred ninety-
one for purposes of such health care related tax receipts reducing the
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anount deened expended by the state as nedical assistance for purposes
of federal financial participation.

22. Undistributed funds. Any funds, including incone frominvested
funds, remaining in the bad debt and charity care and capital statew de
pool after distributions in accordance with paragraphs (a), (b), (b-1),
(c), (d), (e) and (f) of subdivision nineteen of this section shall be
di stributed proportionately to voluntary non-profit, private proprietary
and public general hospitals, excluding major public general hospitals,
on the basis of hospital specific assessnents subnmitted to the pool.

23.] 12. Reinbursenent rates. The assessnents pursuant to subdi vision
[eighteen] EIGHT of this section shall not be an all owable cost in the
determination of general hospital inpatient reinbursement rates in
accordance wth this section and section twenty-eight hundred seven of
this article.

[24.] 13. Federal financial participation. The council nay adopt rules
and regul ati ons, subject to the approval of the comm ssioner, to adjust
rates of paynment by governnmental agencies for general hospital inpatient
services determned in accordance with this section as necessary to neet
federal requirenents for securing federal financial participation pursu-
ant to title XX of the federal social security act in the event the
state cannot provide assurances satisfactory to the secretary of health
and human services related to a conparison of rates of paynment in the
aggregate to maxi mum aggregate paynents determined in accordance wth
federal law and regulation which are substantially the same as such
assurances as in effect on Cctober twenty-sixth, nineteen hundred eight-
y-seven for securing such federal financial participation. Not wi t h-
standing any other law, the state reserves the right to recoup any
paynments by governnental agencies for general hospital i npati ent
services authorized by this section for which federal financial partic-
i pati on has been denied in connection with that determnation by the
department of health and hunman servi ces.

[25.] 14. Medical education expenses. [(a) Notwi thstandi ng any i ncon-
sistent provision of this section, to encourage the training of nore
primary care physicians, for annual rate periods beginning on or after
January first, nineteen hundred ninety-two, indirect nedical education
expenses, as defined in subparagraph (ii) of paragraph (c) of subdivi-
sion seven of this section, of a general hospital included in the deter-
m nati on of the operating cost conponent of general hospital rates of
paynment for a rate period in accordance with subdivisions six and seven
of this section or in accordance with paragraph (e), (g) or (i) of
subdi vi sion four of this section for general hospitals or distinct units
of general hospitals not reinbursed on the basis of case based paynents
per di scharge shall be adjusted to reflect the foll ow ng nodifications:

(i) the calculation of interns and residents to bed ratios for
purposes of determning indirect reinbursenent shall include residents
I n non-hospital anbul atory settings. The sumin total for all genera
hospital s of the indirect nmedical education expenses shall equal the sum
in total for each general hospital determned as if the provisions of
this section were applied w thout consideration of residents in non-hos-
pital anbul atory settings; and

(ii) for annual rate periods beginning on or after January first,
ni neteen hundred ninety-two, residencies shall be weighted to provide
hi gher weights for primary care and energency nedicine physicians.
Primary care residents specialties shall include famly medicine, gener-
al pediatrics, primary care internal medicine and prinmary care obstet-
rics and gynecol ogy. In determ ning whether a residency is in prinmary
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care, the conm ssioner shall consult with the New York state council on
graduat e nedi cal education and the state hospital review and planning
council. Reinbursable indirect expenses of nedical education of a gener-
al hospital for a rate period shall be weighted based on projected
nmedi cal education statistics for such general hospital for such rate
period, and subsequently reconciled through appropriate audit procedures
to actual statistics by a prospective adjustnment to rates of paynent.
The wei ghting factors shall be determned based on nineteen hundred
ninety data and statistics and shall include residents identified in
subpar agraph (i) of this paragraph not previously included in such
cal cul ations such that the sumin total for all general hospitals of the
results of the weighting factors nultiplied by the indirect medica
educati on expenses for each general hospital shall equal, approximtely,
the sumin total for all general hospitals of the indirect nedica
education expenses for each general hospital determned as if the
provi sions of this section were applied wthout consideration of the
wei ghting factors or residents in non-hospital anbulatory settings
determi ned pursuant to this subdivision. Residency positions in any
specialty shall be weighted to equal no | ess than nine-tenths of what
such position would have equaled if reinbursement were to have been
calculated wthout regard to the weighting factors. If a general hospi-
tal is reinbursed by this provision in excess of the anmobunt such hospi-
tal would have been reinbursed without regard to the weighting factors,
such general hospital shall apply such additional funds to encourage the
training of primary care physicians. The provisions of this subparagraph
shall not apply to those four specialty eye and ear, special surgery and
ort hopedi ¢ and joint disease hospitals, specified by the comm ssioner,
whose primary mssion is to engage in research, training, and clinica
care in the above-naned areas.

(b)] Hospitals shall furnish to the departnent such reports and infor-
mation as may be required by the comm ssioner to assess the cost, quali-
ty and health system needs for medical education provided.

[(c) For purposes of determning how such weighting factors have
resulted in the increased training of physicians in primry care

specialties, the council on graduate nedi cal education shall prepare a
report on or before March thirty-first, nineteen hundred ninety-five.
Such report shall include, but shall not be Iimted to: an eval uati on of

the effectiveness such weighting factors have had on the nunber of resi-
dents matched in primary care specialties; the degree to which such
wei ghting factors have inpacted general hospitals to redirect their
residency prograns toward training primary care physicians; and the
i mpact such weighting factors have had on graduate nedi cal education
wi thin general hospitals. Such report shall also include reconendations
to the governor and the |egislature on the continuation, expiration or
nodi fication of such weighting factors.

(d) Notwi thstanding any inconsistent provision of this section and
subject to the availability of federal financial participation:

(1) For periods on and after April first, two thousand four, the
comm ssioner shall adjust inpatient nmedical assistance rates of paynent
established pursuant to this section, including discrete rates of

paynment cal culated pursuant to paragraph a-three of subdivision one of
this section, for non-public general hospitals, and for periods on and
after April first, two thousand seven, for public and non-public genera
hospitals, 1in accordance with subparagraph (ii) of this paragraph, for
pur poses of reinbursing graduate nedi cal education costs based on the
fol | owi ng net hodol ogy:
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(ii) Rate adjustnments for each general hospital shall be based on the
di fference between the graduate nedi cal education conponent, direct and
indirect, of the two thousand three nedical assistance inpatient rates
of payment, including exenpt unit per diemrates, and an estinate of
what the graduate nedical education conponent, direct and indirect, of
such nedi cal assistance inpatient rates of paynment, including exenpt
unit per diem rates would be, stated at two thousand three | evels and
cal cul ated as foll ows:

(A) Each general hospital's total direct medical education costs as
reported in the two thousand one institutional cost report submitted as
of Decenber thirty-first, two thousand three, and

(B) An estinmate of the total indirect nedical education costs for two
thousand one calculated in accordance with the nethodol ogy applicable
for purposes of determning an estimate of indirect nedical education
costs pursuant to subparagraph (ii) of paragraph (c) of subdivision
seven of this section. The indirect nedical education costs shall equa
the product of two thousand one hospital specific inpatient operating
costs, including exenpt unit <costs, and the indirect teaching cost
per cent age determ ned by the follow ng fornul a:

where r equals the ratio of residents and fellows to beds for two thou-
sand one adjusted to reflect the projected two thousand three resident
counts.

(C© Each hospital's rate adjustnent shall be limted to seventy-five
percent of the graduate nedi cal education conponent included inits two
t housand three nedical assistance inpatient rates of paynent, including
exenpt unit rates. For periods on and after April first, two thousand
seven, the seventy-five percent limt shall not apply to rate decreases
cal cul ated pursuant to this paragraph

(D) For the period April first, two thousand four through March thir-
ty-first, two thousand seven, no hospital shall receive a rate adjust-
ment pursuant to this paragraph if such rate adjustnent woul d be a nega-
tive anount. For periods on and after April first, two thousand seven,
no public general hospital shall receive a rate increase cal cul ated
pursuant to this paragraph.

(ii1) 1If the aggregate anmobunt of rate adjustnents cal cul ated pursuant
to this paragraph exceeds the upper paynent |limt cal cul ated pursuant to
federal regulations, such rate adjustnments shall be reduced propor-
tionally by the anpbunt in excess of the federal upper paynment limt.
Such reduction, if applicable, shall be cal cul ated on an annual basis.

(iv) Such rate adjustnment shall be included as an add-on to nedica
assi stance inpatient rates of paynment, excluding exenpt unit rates, but
including inpatient rates of paynent established in accordance with
par agr aph a-three of subdivision one of this section. Such rate add-on
shall be based on nedical assistance data reported in each hospital's
annual cost report submitted for the period two years prior to the rate
year and filed with the departnment by Novenber first of the year prior
to the rate year. Such anounts shall not be reconciled to reflect chang-
es in nmedical assistance utilization between the year two years prior to
the rate year and the rate year.

(e) From anmounts avail abl e pursuant to paragraph (oo) of subdivision
one of section twenty-ei ght hundred seven-v of this article, allocations
shall be made to non-public general hospitals receiving a rate adjust-
ment pursuant to paragraph (d) of this subdivision when the rate adjust-
ment pursuant to paragraph (d) of this subdivision results in the gener-
al hospital exceeding its applicable disproportionate share paynment
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limt in the year in which the adjustnent is nmade and the anount of the
associ ated reduction in the hospital's disproportionate share paynents
would result in the hospital receiving less than its total distribution
anmount in that year. A hospital's "total distribution amount” shall be
t he armount that the hospital would have received pursuant to paragraphs
(c) and (d) of subdivision three of section twenty-eight hundred seven-m
of this article prior to the effective date of this paragraph. A hospi-
tal's eligible |loss for purposes of this paragraph shall be the anount
of the loss in such total distribution amount. Each eligible hospital's
al l ocation of available funds pursuant to this paragraph within a year
shall be determned based on its proportionate share of the aggregate
eligible Iosses for all such hospitals, |imted by the anount of the
rate adj ustnent pursuant to paragraph (d) of this subdivision.

26. Disproportionate share paynents. Distributions to general hospi-
tals frombad debt and charity care regional pools pursuant to subdivi-
sion seventeen of this section, distributions to general hospitals from
the bad debt and charity care and capital statewi de pool pursuant to
par agr aphs (c) and (d) of subdivision nineteen of this section, distrib-
utions to general hospitals from the bad debt and charity care for
financially distressed hospitals statew de pool pursuant to subdivision
fourteen-c of this section and the adjustnent provided in accordance
wi th subdivision fourteen-a of this section and the adjustnment provided
in accordance wth subdivision fourteen-d of this section shall be
consi dered disproportionate share paynents for inpatient hospi t al
services to general hospitals serving a disproportionate nunber of |ow
i ncome patients with special needs for purposes of providing assurances
to the secretary of health and hunan services as necessary to neet
federal requirenents for securing federal financial participation pursu-
ant totitle XIX of the federal social security act.

27. Reports. (a) The conm ssioner of health shall submt a report to
the legislature and the council on health care financing on or before
February first, nineteen hundred eighty-eight detailing the objective,
i npact, design and conputation for an inpatient pricing conponent. In
terms of the design and conputation for a pricing system such report
shall include but not be Iimted to: a description and met hodol ogy for
devel opi ng peer groups, identification of costs included in the calcu-
lation of a group average and any adjustments nmade to such costs, the
nmet hodol ogy devel oped to reflect outliers, any teaching or dispropor-
tionate share adjustnents nade, the cal culati on of wage and power equal -
ization factors, and identification of any adjustnents made to the
service intensity weights or diagnosis-related group categories. The
commi ssioner shall explore nethodol ogies for the inclusion of severity
of illness considerations in determ ning group average costs and rates
and shall include all details of his analysis in the report required
under this subparagraph. If it is determned that a severity of illness
adj ustment cannot be devel oped for incorporation in the conputations,
the report filed shall include the specific reasons for this concl usion.
Wth regard to a fiscal inpact analysis such report shall include but
not be limted to the inpact on major types of general hospitals includ-
ing rural, urban, teaching, non-teaching, plus a regional analysis; and
shoul d i ndi cate any characteristics which can be observed regarding
general hospitals which would be significantly inpacted by the introduc-
tion of a pricing conponent. The conm ssioner shall expeditiously nake
avai l abl e for inspection by interested parties pertinent data wused in
the developnment of the inpatient pricing conmponent consistent with
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appropriate departnent procedures for the release and protection of
confidential data.

(b) The comm ssioner shall submt a report to the governor and the
| egi sl ature on or before February first, nineteen hundred ninety-five
regarding the objective, inpact, design and inplenentation of the case
based paynent system for inpatient hospital services based on diagno-
sis-related groups created pursuant to this section including, in
particul ar, an analysis of the group price conponent of case based rates
of paynment and the appropriateness and effectiveness of the provisions
relating to financing of unconpensated care. The reports shall include
but not be limted to a fiscal inpact analysis of the inpact of the case
based paynent systemon mjor types of general hospitals including
rural, wurban, teaching and non-teaching, plus a regional analysis. Such
reports shall evaluate the inpact of the case based paynment system on
general hospital inpatient medical and clinical care and the quality of
hospital services. The reports shall also include recomendations for
continuation or nodification of the case based paynent system for inpa-
tient hospital services provided on or after January first, nineteen
hundr ed ni nety- si x.

(c) The conm ssioner shall report to the governor and the | egislature
on or before Decenber first, nineteen hundred eighty-eight with a plan
relating to the structure and financing of graduate nedical education.
Such plan shall include an eval uation of and reconmendati ons for gradu-
ate nedical education wth respect to health services delivery and
educational goals including but not linmted to the follow ng: appropri-
ate supply and distribution of primary care providers by geographic
area; adequate supply and distribution of nedical specialists according
to projected popul ati on needs; educational opportunities representative
of current and future practice settings; the inpact of such plan on
health care delivery in currently wunderserved and rural areas; and
rei mbursenent changes to effectuate the recomrendati ons included in the
pl an. Such plan shall be devel oped with substantial participation by the
department of education, the nedical schools, residency traini ng
progranms, health systens agencies, health care institutions, and physi-
ci ans.

28. Notwi t hstandi ng any i nconsistent provision of this section:

(a) the comm ssioner may adjust, on a per wunit of service basis,
general hospital inpatient services rates of paynent established pursu-
ant to this section as in effect on and before Decenber thirty-first,
ni net een hundred ni nety-six prospectively as an additional factor to be
pai d, including the inpact of paynent differentials as were in effect
pursuant to this section, in addition to, or as a reduction to, any
hospital charges or negotiated rate (the adjustnent may not be negoti-
ated by the payor); including, but not limted to, capital related inpa-
tient expenses reconciliation adjustnents pursuant to subdivision eight
of this section, rate adjustnments for corrections, appeals and volune
changes pursuant to subdivision nine of this section, rate adjustnents
to reflect trend factor adjustnents pursuant to subdivision ten of this
section, nmaxinmum case m x change adjustnents pursuant to paragraph (f)
of subdivision el even of this section, and adjustnents based on audits;

(b) the all owances percentages established pursuant to this article in
effect for a rate period shall be applied to hospital charges or negoti -
ated rates plus the prospectively adjusted paynent of rates of paynment
of a general hospital in accordance with paragraph (a) of this subdivi-
si on;
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(c) no recalculation of the basis for distribution of funds from
regional or statew de pools established pursuant to this section shal
be made based on the inpact of a prospective adjustnent to rates of
paynment authorized pursuant to this subdivision; and

(d) prospective rate adjustnents authorized pursuant to this subdivi-
sion for a general hospital based on appeals approved after January
first, nineteen hundred ninety-eight shall be included in rates of
paynment as a one hundred percent facility specific adjustnent and shal
not affect the calculation of the group category average inpatient reim
bursabl e operating cost per discharge for such retrospective period for
any ot her general hospital.

29.] 15. Coi nsurance and deductibles. (a) If a general hospital and a
third-party payor agree to a negotiated paynent nethodol ogy for a period
on or after January first, nineteen hundred ninety-seven that is based
on a discount from hospital charges, such discount shall apply to the
calculation of the charge basis for deductible and coi nsurance anounts
for such period owed for any patient covered by such third-party payor
as the primry payor.

(b) If a general hospital and a third-party payor agree to a negoti -
ated paynment nethodol ogy for a period on or after January first, nine-
teen hundred ninety-seven that is not based on a discount from hospital
charges, excluding capitation arrangenents, the naxinum anmount to be
charged for deductible and coi nsurance anmounts for such period for any
patient covered by such third-party payor as the primary payor shall not
exceed the anount cal cul ated by applying the deductible and coinsurance
anounts to the anount due on the basis of such negotiated paynent
arrangenent .

[30. General hospital recruitnent and retention of health care work-

ers. Not wi t hst andi ng any inconsistent provision of this section and
subject to the availability of federal financial participation:
(a) (i) The conm ssioner shall adjust inpatient nedical assistance

rates of paynent established pursuant to this section for non-public
general hospitals in accordance with subparagraph (ii) of this paragraph
for purposes of recruitnment and retention of health care workers in the
foll ow ng aggregate anmounts for the follow ng periods:

(A) ninety-three mllion two hundred thousand dollars on an annuali zed
basis for the period April first, tw thousand two through Decenber
thirty-first, two thousand two; one hundred eighty-seven mllion eight

hundred thousand dollars on an annualized basis for the period January
first, two thousand three through Decenber thirty-first, two thousand

three; two hundred sixty-two mllion one hundred thousand dollars on an
annual i zed basis for the period January first, two thousand four through
Decenber thirty-first, two thousand six; one hundred thirty-one mllion

one hundred thousand dollars for the period January first, two thousand
seven through June thirtieth, two thousand seven, and two hundred
forty-three mllion five hundred thousand dollars for the period July
first, two thousand seven through March thirty-first, two thousand
ei ght, two hundred forty-three mllion five hundred thousand dollars for
the period April first, two thousand ei ght through March thirty-first,
two thousand ni ne; one hundred sixty-three mllion one hundred forty-
five thousand dollars for the period April first, two thousand nine
t hrough Novenber thirtieth, two thousand nine.

(ii) Such increases shall be allocated proportionally based on each
non-public general hospital's reported total gross salary and fringe
benefit costs as reported on exhibit 11 of the 1999 institutional cost
report submtted as of Novenmber first, two thousand one to the total of
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such reported costs for all non-public general hospitals, provided,
however, that for periods on and after July first, two thousand seven,
fifty percent of such increases shall be allocated proportionally, based
on each non-public hospital's reported total gross salary and fringe
benefit costs, as reported on exhibit 11 of the nineteen hundred nine-
ty-nine institutional cost report as submitted to the departnment prior
to Novenber first, two thousand one, to the total of such reported costs
for all non-public general hospitals, and fifty percent of such
increases shall be allocated proportionally, based on each such hospi -
tal's total reported nedicaid inpatient discharges, as reported in the
two thousand four institutional cost report as submitted to the depart-
ment prior to Novenber first, two thousand six, to the total of such
reported nedicaid inpatient discharges for all non-public general hospi-
tals, as weighted proportionally to reflect the relative nedicaid case
m x of each such hospital. These anmpbunts shall be included as a reim
bursable cost add-on to nedical assistance inpatient rates of paynent
establ i shed pursuant to this section for non-public general hospitals
based on nedical assistance utilization data in each hospital's annua
cost report submitted two years prior to the rate year. Such anounts
shall be reconciled to reflect changes in nedical assistance utilization
between the year two years prior to the rate year and the rate year
based on data reported in each hospital's cost report for the respective
rate year. These anounts shall be included as a reinbursable cost add-on
to medi cal assistance inpatient rates of paynent established pursuant to
this section for non-public general hospitals based on nedical assist-
ance utilization data in each facility's annual cost report submtted
two years prior to the rate year. For rate adjustnents effective My
first, two thousand five and thereafter such amounts shall be reconciled
to reflect <changes in nmedical assistance utilization between the year
two years prior to the rate year and the rate year based upon data
reported in each hospital's institutional cost report for the respective
rate year.

(b) (i) Notw thstanding sections one hundred twel ve and one hundred
sixty-three of the state finance law and any other inconsistent
provision of Ilaw, the comm ssioner shall make grants to public genera
hospitals without a conpetitive bid or request for proposal process for
purposes of recruitnment and retention of health care workers in the
foll ow ng aggregate anounts for the follow ng periods:

(A) eighteen mllion five hundred thousand dollars on an annualized
basis for the period April first, tw thousand two through Decenber
thirty-first, two thousand two; thirty-seven mllion four hundred thou-

sand dollars on an annualized basis for the period January first, two
thousand three through Decenber thirty-first, two thousand three;
fifty-two mllion two hundred thousand dollars on an annualized basis
for the period January first, two thousand four through Decenber thir-
ty-first, two thousand six; twenty-six mllion one hundred thousand
dollars for the period January first, two thousand seven through June
thirtieth, two thousand seven, forty-nine mllion dollars for the period
July first, two thousand seven through March thirty-first, two thousand
eight, and forty-nine mllion dollars for the period April first, two
t housand ei ght through March thirty-first, two thousand nine.

(ii) Such grants shall be allocated proportionally based on each
public general hospital's reported total gross salary and fringe benefit
costs as reported on exhibit 11 of the 1999 institutional cost report
submtted as of Novenmber first, two thousand one to the total of such
reported costs for all public general hospitals.
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(c) From anmounts avail abl e pursuant to paragraph (gg) of subdivision
one of section twenty-eight hundred seven-v of this article, allocations
shall be made to non-public general hospitals whose allocated | abor
adj ust ment s pursuant to paragraphs (a) and (e) of this subdivision and
adj ust ment pursuant to subdivision thirty-two of this section results in
the general hospital exceeding its applicable disproportionate share
paynment limt. Each such hospital's allocation of available funds pursu-
ant to this paragraph within a year shall be determned based on its
proportionate share of the aggregate reduction of federal dispropor-
tionate share funding for all such hospitals for the year resulting from
the allocated | abor adjustnents pursuant to paragraphs (a) and (e) of
this subdivision and fromthe adjustnment pursuant to subdivision thir-
ty-two of this section.

(d) General hospitals which have their rates adjusted or receive
grants pursuant to paragraphs (a) and (b) of this subdivision, respec-
tively, shall use such funds for the purpose of recruitnent and
retention of non-supervisory workers at health care facilities or any
worker with direct patient care responsibility and are prohibited from
usi ng such funds for any other purpose. Funds under this subdivision are
not intended to supplant support provided by a | ocal governnent. Each
such general hospital shall submt, at atine and in a nanner to be
determined by the commi ssioner, a witten certification attesting that
such funds will be used solely for the purpose of recruitnent and
retention of non-supervisory workers at health care facilities or any
worker with direct patient care responsibility. The conmm ssioner is
authorized to audit each general hospital to ensure conpliance with the
witten certification required by this paragraph and shall recoup any
funds determned to have been used for purposes other than recruitnent
and retention of non-supervisory workers at health care facilities or
any worker wth direct patient care responsibility. Such recoupnent
shall be in addition to applicable penalties under sections twelve and
twel ve-b of this chapter

(e)(i) The comm ssioner shall adjust inpatient medical assistance
rates of paynment established pursuant to this section for general hospi-
tals in accordance with subparagraph (ii) of this paragraph and shal
establish discrete rates of paynment for such hospitals in accordance
wi th subparagraph (iii) of this paragraph, for purposes of additiona
support of recruitment and retention of health care workers in the
foll ow ng aggregate anmounts for the follow ng periods:

(A) one hundred twenty-one mllion dollars for the period My first,
two thousand five through Decenber thirty-first, two thousand five and
one hundred twenty-one mllion dollars for the period January first, two

t housand si x through Decenber thirty-first, two thousand si x.

(ii) Such increases shall be allocated proportionally based on each
general hospital's reported gross salary and fringe benefit costs as
reported on exhibit 11 of the 1999 institutional cost report subnitted
as of Novenber first, two thousand one to the total of such reported
costs for all general hospitals. These anobunts shall be included as a
rei nbursable cost add-on to nedical assistance inpatient rates of
paynment established pursuant to this section for general hospitals based
on nedi cal assistance utilization data in each facility's annual cost
report submitted two years prior to the rate year. Such anmounts shall be
reconciled to reflect changes in nmedical assistance utilization between
the year two years prior to the rate year and the rate year based upon
data reported in each hospital's institutional cost report for the
respective rate year.
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(ii1) The comm ssioner shall establish, subject to the approval of the
director of the budget, discrete rates of paynent for general hospitals
for paynents under the nedical assistance program pursuant to titles
el even and el even-D of article five of the social services law for
persons eligible for nedical assistance and famly health plus who are
enrolled in health maintenance organi zati ons based on the calculation
set forth in subparagraph (ii) of this paragraph for such general hospi-
tals. |If discrete rates of paynent under this subparagraph are not
establ i shed, the comm ssioner shall adjust the calculation established
pursuant to subparagraph (ii) of this paragraph to account for medica
assi stance utilization described under this subparagraph for such non-
publ i c general hospital.

(iv) Paynent of the non-federal share of the nedical assistance
paynents nade pursuant to this paragraph shall be the responsibility of
the state and shall not include a | ocal share. Paynents nmade pursuant to
this paragraph or pursuant to paragraph (a) of this subdivision my be
added to rates of paynent or nade as aggregate paynents to eligible
general hospitals.

(f) In the event that a hospital entitled to an adjustnent pursuant to
paragraph (a) or (e) of this subdivision closes or otherw se experiences
a change in status that elimnates its ability to continue to receive
such adjustnments, the comm ssioner shall allocate the amount determ ned
under subparagraph (ii) of paragraph (a) and subparagraph (ii) of para-
graph (e) of this subdivision for such hospital to hospitals in the
i mredi ate regi on of the closing hospital based upon the remaining hospi-
tals' reported gross salary and fringe benefit costs as reported on
exhibit eleven of the two thousand four institutional cost report
submtted as of Novenber first, two thousand five to the total of such
reported costs for all general hospitals in the region, provided, howev-
er, that for periods on and after July first, two thousand seven, such
all ocations shall be based on such remaining hospitals' reported nedi-
caid inpatient discharges, as reported in the two thousand four institu-
tional cost report submtted to the departnment prior to Novenber first,
two thousand six, to the total of such reported nedicaid inpatient
di scharges for all such renmaining hospitals. The comm ssioner shal
define the imrediate region as the county or counties w thin which work-
ers displaced from the closing hospital are likely to seek re-enpl oy-
ment .

31. Suppl enental general hospital recruitment and retention adjust-
nment . (a) Notwithstanding any law, rule or regulation to the contrary,
t he conmi ssioner shall, within anobunts appropriated, and contingent on
the availability of federal financial participation, nmake Medicaid rate
adj ustments for non-public general hospitals to address extraordinary
costs associated with recruitnent and retention of non-supervisory work-
ers at health care facilities or any worker with direct patient care
responsi bility at such general hospitals. Eligible hospitals shall be
sel ected by the conmm ssioner pursuant to a conpetitive process. Requests
for proposals for eligible projects shall be issued by the conm ssioner.

(b) Such eligible projects may incl ude:

(i) an increase in non-supervisory staff, either facility w de or
targeted at a particular area of care or shift;

(i1i) increased training and education of non-supervisory staff,
including allowing non-supervisory staff to increase their |evel of
licensure relevant to general hospital care;

(ii1) efforts to decrease staff turn-over; and



Co~NOoOUIT~hWNE

S. 6980 107

(iv) other efforts related to the recruitnment and retention of non-su-
pervisory staff or any worker with direct patient care responsibility

that will affect the quality of care at such facility.
(c) The comm ssioner shall consider, in selecting eligible projects,
the |ikelihood that such project will provide needed resources to neet

legal conmitnents for increased |abor costs, the financial need of the
facility, the existence of a shortage of qualified hospital workers in
the geographic area in which the facility is |ocated, the existence of
hi gh enpl oyee turn-over at the facility and such other matters as the
commi ssi oner deens appropri ate.

(d) In inplenmenting rate adjustnments authorized under this subdivi-
sion, the conm ssioner shall establish, subject to the approval of the
di rector of the budget, discrete rates of paynent for non-public genera
hospitals for paynents under the nedical assistance program pursuant to
titles eleven and el even-D of article five of the social services |aw
for persons eligible for medical assistance and fam |y health plus who
are enrolled in health maintenance organi zati ons.

(e) Adjustments to Medicaid rates of paynent nmde pursuant to this
section shall not be subject to subsequent adjustnment or reconciliation.

(f) Adjustnents to Medicaid rates of paynent nmade pursuant to this
section shall not, in aggregate, exceed fifteen mllion dollars for the
period beginning April first, two thousand two and endi ng Decenber thir-
ty-first, two thousand two and, on an annualized basis, for each annua
period thereafter beginning January first, two thousand three and endi ng
Decenber thirty-first, two thousand six, and shall not, in aggregate,
exceed seven nmllion five hundred thousand dollars for the period Janu-
ary first, two thousand seven through June thirtieth, two thousand
seven.

32. Rural hospital supplenental rate adjustnent. Notw t hstandi ng any
i nconsi stent provision of this section:

(a) The comm ssioner shall adjust inpatient nedical assistance rates
of paynent established pursuant to this section for rural hospitals as
defined in paragraph (c) of subdivision one of section twenty-eight
hundred seven-w of this article in accordance with paragraph (b) of this
subdi vision for purposes of supporting critically needed health care
services in rural areas in the following aggregate anounts for the
foll ow ng peri ods:

seven mllion dollars for the period May first, two thousand five
t hrough Decenber thirty-first, two thousand five, seven mllion dollars
for the period January first, two thousand six through Decenber thirty-
first, two thousand six, seven mllion dollars for the period Apri
first, two thousand seven through Decenber thirty-first, two thousand
seven, seven mllion dollars for cal endar year two thousand eight, and
six mllion four hundred seventeen thousand dollars for the period Janu-

ary first, tw thousand nine through Novenber thirtieth, two thousand
ni ne.

(b) Such increases shall be allocated proportionately based on each
such rural hospital's total reported nmedicaid inpatient discharges as
reported in the two thousand two institutional cost report to the total
of such discharges for all rural hospitals. These anmounts shall be
i ncluded as a rei nbursabl e cost add-on to nedical assistance inpatient
rates of paynent established pursuant to this section for rural hospi-
tal s based on nedi cal assistance utilization data in each facility's
annual cost report subnitted two years prior to the rate year. Such
anounts shall be reconciled to reflect changes in nedical assistance
utilization between the year two years prior to the rate year and the
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rate year based upon data reported in each hospital's institutional cost
report for the respective rate year.

(c) Paynment of the non-federal share of the nedical assistance
paynments nade pursuant to this subdivision shall be the responsibility
of the state and shall not include a |ocal share. Paynents made pursuant
to this subdivision my be added to rates of paynent or made as aggre-
gate paynents to eligible general hospitals.

33.] 16. Notwi thstanding any provision of law which 1is inconsistent
with or <contrary to the structure established by this subdivision and
subdi vi sion two-a of section twenty-eight hundred seven of this article
in order to transition from ni neteen hundred ei ghty-one base year costs
to two thousand five base year costs by no later than Decenber thirty-
first, two thousand twelve, and subject to the availability of federa
financial participation, medicaid per diemand per discharge rates of
paynent for general hospital inpatient services for discharges and days
occurring on and after Decenber first, two thousand eight, shall be
conmputed in accordance with the foll ow ng:

(a)(i) for the period Decenber first, two thousand ei ght through March
thirty-first, tw thousand nine, such rates shall be subject to a
uniformtransition adjustnment which shall be based on each genera
hospital's proportional share of projected nedicaid rei nbursable inpa-
tient operating costs and result in an aggregate reduction in such rates
equal to fifty-one mllion five hundred thousand dollars, as determ ned
by the comm ssioner, provided, however, that such transition adjustnent
shall not apply to rates conputed pursuant to [paragraph (1) of subdivi-
sion four] PARAGRAPH (F) OF SUBDI VI SION TWD of this section; and

(ii) for the period April first, two thousand nine through March thir-
ty-first, two thousand ten, such rates shall be revised pursuant to a
chapter of the |aws of two thousand nine and as reflecting the findings
and recomendati ons of the conm ssioner as issued pursuant to the
provi si ons of paragraph (b) of this subdivision, provided, however, that
such revisions shall reflect an aggregate reduction in such rates of no
| ess than one hundred fifty-four mllion five hundred thousand doll ars,
provi ded further, however, that, notw thstanding any contrary provision
of law, as determ ned by the comm ssioner, to the extent that a chapter
of the laws of two thousand nine is not enacted resulting in such an
aggregate annual reduction of no less than one hundred fifty-four
mllion five hundred thousand dollars in such rates, the comm ssioner
shall inplement a uniformreduction of such rates in accordance with the
nmet hodol ogy described in subparagraph (i) of +this paragraph to the
extent necessary, as determ ned by the comm ssioner, to achieve such an
aggregate reduction in such rates for the state fiscal year beginning
April first, two thousand nine and each state fiscal year thereafter;
and

(ii1) for the periods April first, two thousand ten through March
thirty-first, two thousand twelve, rates shall reflect prior year rate
reducti ons and such additional reductions as are required to establish
rates based on two thousand five reported allowable Medicaid costs
pursuant to a chapter of the |aws of two thousand ten.

(b) I'n consultation with the chairs of the senate and assenbly health
commttees, the conm ssioner shall, by no later than July first, two
t housand eight, establish a technical advisory commttee for the
purposes of examning data and evaluating rate-setting nethodol ogi ca
I ssues, including the inpact on hospitals of different nethodologies in
preparation for the phased transition to the utilization of reported
al l omabl e two thousand five operating costs for the purpose of setting
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inpatient rates of paynent for periods on and after April first, two
t housand ni ne, which phased transition shall be authorized in accordance
with a chapter of the laws of two thousand nine. The technical advisory
committee shall consist of three representatives of hospital associ-
ations, two representatives of the health care industry and three repre-
sentatives of community providers and consuners as determned by the
comm ssioner. By no later than August first, two thousand eight, the
comm ssioner shall make available to the technical advisory comrttee
updat ed data and docunentation relevant to the projected phased transi -
tion to utilization of reported allowable two thousand five operating
costs for rate-setting purposes. The issues to be exam ned by the tech-
ni cal advisory commttee shall include, but not be linmted to, hospital
re-basi ng, workforce recruitnment and retention fundi ng, graduate nedica
education funding, peer group pricing, wage equalization factors, case
m x and such other related el ements of the general hospital inpatient
rei nbursenent system as deenmed appropriate by the comm ssioner. The
techni cal advisory commttee shall al so exam ne the scope and vol une of
hospital out-patient services. By no |ater than Novenber first, two
t housand ei ght the comm ssioner shall issue a report setting forth find-
i ngs and recommendati ons, including divergent views of nenbers of the
techni cal advisory conmttee nenbers concerning the matters exam ned by
the technical advisory cormittee and the projected phased transition to
utilization of two thousand five base year reported all owabl e operating
costs for inpatient rates of paynents on and after April first, two
t housand ni ne.

(c) Paragraph (a) of this subdivision shall be effective the |ater of:
(i) Decenber first, two thousand eight; (ii) after the conm ssioner
receives final approval of federal financial participation in paynents
made for beneficiaries eligible for nedical assistance under title XX
of the federal social security act for the rate methodol ogy established
pursuant to subdivision tw-a of section twenty-eight hundred seven of
this article; or (iii) after the conm ssioner determnes that the
departnment of health has the capability, for paynments made pursuant to
subdi vi sion two-a of section twenty-eight hundred seven of this article,
to electronically receive and process clainms and transnmt paynents wth
remttance statements. Prior to the commi ssioner making such a determ -
nation, the departnent shall provide training sessions on the rate neth-
odol ogy and billing requirenents for services pursuant to subdivision
two-a of section twenty-eight hundred seven of this article and opport u-
nity for hospitals to performend-to-end testing on clainms subm ssion,
processi ng and paynent.

[35.] 17. Notwi thstandi ng any inconsistent provision of this section,
or any other contrary provision of |law and subject to the availability
of federal financial participation, rates of paynent by governnental
agenci es for general hospital inpatient services wth regard to
di scharges occurring on and after Decenber first, two thousand nine
shall be in accordance with the foll ow ng:

(a) For periods on and after Decenber first, two thousand nine the
operating cost conmponent of such rates of paynents shall reflect the use
of two thousand five operating costs as reported by each facility to the
departnment prior to July first, tw thousand nine and as otherw se
conmputed in accordance with the provisions of this subdivision;

(b) The conm ssioner shall pronul gate regul ations, and may promnul gate
enmer gency regul ati ons, establishing nethodol ogies for the conputation of
general hospital inpatient rates and such regulations shall include, but
not be limted to, the foll ow ng:



Co~NOoOUIT~hWNE

S. 6980 110

(i) The computation of a case-m x neutral statew de base price, appli-
cable to each rate period, but excluding adjustnments for graduate
nmedi cal education costs, high cost outlier <costs, costs related to
patient transfers, and ot her non-conparable costs as determned by the
commi ssi oner, such statew de base prices may be periodically adjusted to
reflect changes in provider coding patterns and case-m x and such ot her
factors as may be determ ned by the comm ssioner;

(ii) Only those two thousand five base year costs which relate to the
cost of services provided to Medicaid inpatients, as determ ned by the
applicable ratio of costs to charges nethodol ogy, shall be utilized for
rate-setting purposes, provided, however, that the comr ssioner my
utilize updated Medicaid inpatient related base year costs and statis-
tics as necessary to adjust inpatient rates in accordance with cl ause
(C of subparagraph (x) of this paragraph;

(ii1) Such rates shall reflect the application of hospital specific
wage equalization factors reflecting differences in wage rates;

(iv) Such rates shall reflect the wutilization of the all patient
refined (APR) case m x nethodol ogy, utilizing diagnostic related groups
with assigned weights that incorporate differing |levels of severity of
patient condition and the associated risk of nortality, and as my be
periodi cally updated by the comm ssioner;

(v) such regulations shall incorporate quality related neasures,
including, but not limted to, potentially preventable re-adm ssions
(PPRs) and provide for rate adjustnments or paynent disallowances rel ated
to PPRs and other potentially preventable negative outconmes (PPNOs),
whi ch shall be cal culated in accordance with methodol ogi es as determ ned
by the conm ssioner, provided, however, that such methodol ogi es shall be
based on a conparison of the actual and risk adjusted expected nunber of
PPRs and other PPNOs in a given hospital and with benchnarks established
by the conm ssioner and provided further that such rate adjustnments or
paynment di sall owances shall result in an aggregate reduction in Mdicaid
paynments of no less than thirty-five mllion dollars for the period July
first, two thousand ten through March thirty-first, two thousand el even
and no less than fifty-one mllion dollars for annual periods beginning
April first, two thousand el even through March thirty-first, two thou-
sand fourteen, provided further that such aggregate reductions shall be
of fset by Medicaid paynent reductions occurring as a result of decreased
PPRs during the period July first, two thousand ten through March thir-
ty-first, two thousand el even and the period April first, two thousand
el even through March thirty-first, two thousand fourteen and as a result
of decreased PPNOs during the period April first, two thousand el even
through March thirty-first, two thousand fourteen; and provided further
that for the period July first, two thousand ten through March thirty-
first, two thousand fourteen, such rate adjustnents or paynment disall ow
ances shall not apply to behavioral health PPRs; or to readm ssions that
occur on or after fifteen days followwing an initial admssion. By no
later than July first, two thousand el even the comm ssioner shall enter
into consultations with representatives of the health care facilities
subject to this section regarding potential prospective revisions to
appl i cabl e nmet hodol ogi es and benchmarks set forth in regulations issued
pursuant to this subparagraph

(vi) Such regul ations shall address adjustnments based on the costs of
hi gh cost outlier patients;

(vii) Such rates shall continue to reflect trend factor adjustnents as
ot herwi se provided in paragraph (c) of subdivision [ten] FOUR of this
secti on;
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(viii) Such rates shall not include any adjustnents pursuant to subdi -
vi sion nine of this section;

(ix) Rates for non-public, not for profit general hospitals which have
not, as of the effective date of this subdivision, published an ancil -
| ary charges schedul e as provided in paragraph (j) of subdivision one of
section twenty-eight hundred three of this article shall have their
inlier paynents increased by an anount equal to the average of cost
outlier paynents for conparable hospitals or by a nmethodol ogy that uses
a statew de or regional ratio of cost to charges applied to statew de or
regi onal conparable charges for those cases determ ned by the comm s-
si oner;

(x) Such regul ations shall provide for adnmnistrative rate appeals,
but only wth regard to: (A) the correction of conputational errors or
om ssions of data, including with regard to the hospital specific conpu-
tations pertaining to graduate nedical education, wage equalization
factor adjustments, (B) capital cost reinbursenment, and, (C) changes to
the base year statistics and costs used to deternine the direct and
i ndirect graduate medical education conponents of the rates as a result
of new teaching prograns at new teaching hospitals and/or as a result of
residents displaced and transferred as a result of teaching hospital
cl osur es;

(xi) Rates for teaching general hospitals shall include reinbursenent
for direct and indirect graduate nedical education as defined and cal cu-
| at ed pursuant to such regulations. In addition, such regulations shal
specify the reports and information required by the comm ssioner to
assess the cost, quality and health system needs for nedical education
provi ded;

(xi1) Such regulations may incorporate quality related neasures
pertaining to the inappropriate use of certain nedical procedures,
including, but not I|imted to, cesarean deliveries, coronary artery
bypass grafts and percutaneous coronary interventions;

(xi1i) Such regulations nay inpose a fee on general hospital suffi-
cient to cover the <costs of auditing the institutional cost reports
subm tted by general hospitals, which shall be deposited in the Health
Care Reform Act (HCRA) resources account.

(c) The base period reported costs and statistics used for rate-set-
ting for operating cost conponents, including the weights assigned to
di agnostic related groups, shall be wupdated no |less frequently than
every four years and the new base period shall be no nore than four
years prior to the first applicable rate period that utilizes such new
base period provided, however, that the first updated base period shal
begin on January first, two thousand fourteen.

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

(e) The provisions of this subdivision shall not apply to those gener-
al hospitals or distinct units of general hospitals whose inpatient
rei mbursenent does not, as of Novenber thirtieth, two thousand nine,
refl ect case based paynent per diagnosis-related group or whose inpa-
tient reinbursenment is, for periods on and after July first, two thou-
sand ni ne, governed by the provisions of [paragraphs (e-1) or (e-2) of
subdi vision four] PARAGRAPHS (B) OR (C) OF SUBDI VISION TWO of this
secti on.

(f) Notwi t hstandi ng section one hundred twelve or one hundred sixty-
three of the state finance law or any other law, rule or regulation to
the contrary, the comm ssioner may contract with a vendor for consider-
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ation to develop the specifications for the diagnosis-related groups
met hodol ogy as provided for in regulations promulgated pursuant to para-
graph (b) of this subdivision if the comm ssioner certifies to the conp-
troller that such contract is in the best interest of the health of the
peopl e of the state. Notw thstandi ng that such specifications shall be
avai l able pursuant to article six of the public officers law, such
contract may provide that the specifications for such adjusted or addi-
tional diagnosis-related groups provided by the vendor shall be subject
to copyright protection pursuant to federal copyright |aw

(g) Notwi t hstandi ng any inconsistent provision of this subdivision or
any other contrary provision of law, the conmm ssioner may, for rate
periods on and after Decenber first, two thousand nine and subject to
the availability of federal financial participation, nake additiona
adj ustnents to the inpatient rates of paynent of eligible general hospi-
tals, to facilitate inprovenments in hospital operations and finances, in
accordance with the foll ow ng:

(i) General hospitals eligible for distributions pursuant to this
paragraph shall be those non public hospitals with Medicaid di scharges
equal to or greater than seventeen and one-half percent for two thousand
seven.

(ii) Funds distributed pursuant to this paragraph shall be allocated
to eligible hospitals pursuant to a forrmula such that, to the extent of
funds avail able, no hospital's reduction in Medicaid inpatient revenue
as a result of the application of the provisions of paragraphs (a) and
(b) of this subdivision exceeds a percentage reduction as determ ned by
t he commi ssi oner.

(ii1) Funding pursuant to this paragraph shall be available for the
foll ow ng periods and in the foll ow ng anmounts:

(A) for the period Decenber first, two thousand nine through March
thirty-first, two thousand ten, up to thirty-three mllion five hundred
t housand dol | ars;

(B) for the period April first, two thousand ten through March thir-
ty-first, two thousand eleven, up to seventy-five mllion dollars,
provi ded, however, that, notw thstandi ng subparagraph (ii) of this para-
graph, no facility shall receive an anmount pursuant to this clause that
is less than such facility received pursuant to clause (A of this
subpar agr aph;

(C for the period April first, two thousand eleven through March

thirty-first, two thousand twelve, up to fifty mllion dollars;
(D) for the period April first, tw thousand twelve through March
thirty-first, two thousand thirteen, up to twenty-five mllion dollars.

(iv) Payments made pursuant to this paragraph shall be added to rates
of paynents and not be subject to retroactive adjustnment or reconcil -
i ation.

(v) Each hospital receiving funds pursuant to this paragraph shall, as
a condition for eligibility for such funds, adopt a resolution of the
board of directors of each such hospital setting forth its current
financial condition and a plan for reform ng and i nproving such finan-
cial condition, including ongoing board oversight, and shall, after two
years, issue a report as adopted by each such board of directors setting
forth what progress has been achieved regarding such inprovenent,
provi ded, however, if such report is not issued and adopted by each such
board of directors, or if such report fails to set forth adequate
progress, as determ ned by the conm ssioner, the comm ssioner nay deem
such facility ineligible for further distributions pursuant to this
paragraph and may redistribute such further distributions to other
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eligible facilities in accordance with the provisions of this paragraph.
The comm ssioner shall be provided with copies of all such resol utions
and reports.

(h) Inpatient rate adjustnents nade pursuant to paragraphs (a) through
(f) of this subdivision after application of adjustments authorized
pursuant to subdivision [thirty-three] SIXTEEN of this section shal
result in a net statew de decrease in aggregate Medicaid paynents of no

| ess than seventy-five mllion dollars for the period Decenber first,
two thousand nine through March thirty-first, two thousand ten, and no
| ess than two hundred twenty-five mllion dollars for the period Apri

first, two thousand ten through March thirty-first, two thousand el even
and each state fiscal year thereafter, provided, however, that such
reductions shall be in addition to the reductions required pursuant to
subpar agraph (ii) of paragraph (a) of subdivision [thirty-three] SIXTEEN
of this section.

(i) (i) Notwithstandi ng any inconsistent provision of this subdivision
or any other contrary provision of |law and subject to the availability
of federal financial participation, for the period July first, two thou-
sand ten through March thirty-first, two thousand el even, and each state
fiscal year period thereafter, the comm ssioner shall nmake additiona
i npati ent hospital paynents up to the aggregate upper paynent limt for
i npatient hospital services after all other nedical assistance paynents,

but not to exceed two hundred thirty-five mllion five hundred thousand
dollars for the period July first, tw thousand ten through March thir-
ty-first, two thousand eleven, three hundred fourteen mllion dollars

for each state fiscal year beginning April first, two thousand el even,
through March thirty-first, two thousand thirteen, and no | ess than
three hundred thirty-nine mllion dollars for each state fiscal vyear
thereafter, to general hospitals, other than major public general hospi-
tals, providing emergency room services and including safety net hospi-
tals, which shall, for the purpose of this paragraph, be defined as
having either: a Medicaid share of total inpatient hospital discharges
of at least thirty-five percent, including both fee-for-service and
managed care discharges for acute and exenpt services; or a Mdicaid
share of total discharges of at least thirty percent, including both
fee-for-service and nmanaged care discharges for acute and exenpt
services, and also providing obstetrical services. Eligibility to
receive such additional paynments shall be based on data fromthe period
two years prior to the rate year, as reported on the institutional cost
report submitted to the departnment as of COctober first of the prior rate
year. Such paynments shall be nmade as nedi cal assistance paynents for
fee-for-service inpatient hospital services pursuant to title eleven of
article five of the social services |law for patients eligible for feder-
al financial participation under title XIX of the federal social securi-
ty act and in accordance with the foll ow ng:

(A) Thirty percent of such paynents shall be allocated to safety net
hospi tal s based on each eligible hospital's proportionate share of all
eligible safety net hospitals' Medicaid discharges for inpatient hospi-
tal services, including both Medicaid fee-for-service and nanaged care
di scharges for acute and exenpt services, based on data fromthe period
two years prior to the rate year, as reported on the institutional cost
report submitted to the department as of COctober first of the prior rate
year ;

(B) Seventy percent of such paynents shall be allocated to eligible
general hospitals based on each such hospital's proportionate share of
all eligible hospitals' Medicaid discharges for inpatient hospital
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services, including both Medicaid fee-for-service and managed care
di scharges for acute and exenpt services, based on data fromthe period
two years prior to the rate year, as reported on the institutional cost
report submitted to the departnment as of COctober first of the prior rate
year ;

(C No eligible general hospital's annual paynent anount pursuant to
thi s paragraph shall exceed the |ower of the sumof the annual anounts
due that hospital pursuant to section twenty-eight hundred seven-k and
section twenty-ei ght hundred seven-w of this article; or the hospital's
facility specific projected disproportionate share hospital paynent
ceiling established pursuant to federal |aw, provided, however, that
paynment anounts to eligible hospitals pursuant to clauses (A) and (B) of
this subparagraph in excess of the | ower of such sum or paynment ceiling
shall be reallocated to eligible hospitals that do not have excess
paynment anmounts. Such reallocations shall be proportional to each such
hospi tal's aggregate paynent anmount pursuant to clauses (A) and (B) of
this subparagraph to the total of all paynment anounts for such eligible
hospi t al s;

(D) Subject to the availability of federal financial participation,
the paynent nethodology set forth in this subparagraph may be further
revised by the commi ssioner on an annual basis pursuant to regulations
issued pursuant to this subdivision for periods on and after Apri
first, two thousand el even; and

(E) Subject to the availability of federal financial participation and
in conformance with all applicable federal statutes and regulations,
such paynments shall be nmde as wupper paynent Ilimt paynments and,
further, such paynents shall be nade as aggregate nonthly paynents to
el i gi ble general hospitals.

(i1i) In the event that the conmm ssioner determ nes that federal finan-
cial participation will not be avail able for aggregate paynments nmade in
accordance with clause (E) of subparagraph (i) of this paragraph,
paynments pursuant to this paragraph shall be included as rate add-ons to
nmedi cal assistance inpatient rates of paynent established pursuant to
t hi s subdi vi sion based on data fromthe period two years prior to the
rate year, as reported on the institutional cost report submtted to the
departrment as of October first of the prior rate year, provided, howev-
er, that if such paynments are made as rate add-ons, the conmm ssioner
shall establish a procedure to reconcile paynent amounts to reflect
changes in nedical assistance utilization from the period two years
prior to the rate year and the actual rate year based on data as
reported on each hospital's annual institutional cost report for the
respective rate year, as submtted to the departnment as of October first
of the year following the rate year.

(ii1) Notwi thstanding any other law, rule or regulation to the contra-
ry, projections of each general hospital's disproportionate share lim -
tations as conputed by the comm ssioner pursuant to applicable regu-
| ations shall be adjusted to reflect any additional revenue received or
antici pated to be received by each such general hospital pursuant to
t hi s paragraph.

S 2. Subdivision 6 of section 2500-d of the public health law, as

anended by chapter 639 of the laws of 1996, is anended to read as
fol | ows:

6. A general hospital which is designated as a regional poison contro
center shall submt a budget indicating the costs of operating such

center. Costs determ ned by the comm ssioner to be necessary and reason-
able in order to conply with the requirenents of this section shall be
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rei nbursable and shall be allocated to costs of general hospital ener-
gency services. Such reinbursable costs for a rate period shall be
considered in the calculation of rates of paynent for emergency services
of a general hospital for such rate period in accordance with subdivi-
sion two of section twenty-eight hundred seven of this chapter w thout
application of the maxi num paynent for the operating cost conponent of
rates of paynment for energency services. Notw thstanding any inconsist-
ent provision of law, reinbursable costs of a general hospital of oper-
ating a regional poison control center determned pursuant to this
subdi vi sion for annual rate periods beginning on or after January first,
ni neteen hundred ninety-one through Decenber thirty-first, nineteen
hundred ni nety-six allocable to energency services provided to persons
within such payor categories as specified in paragraphs (a)[, (b) and
(c)] AND (E) of subdivision one of section twenty-eight hundred seven-c
of this chapter for inpatient hospital services, excluding governmnental
agenci es, shall be included in the determ nation of inpatient rates of
paynment for such payors, excluding governnmental agencies, and rates of
paynment determned in accordance with section twenty-eight hundred
seven-c of this chapter shall be adjusted on a hospital -specific basis
in accordance with rules and regul ati ons adopted by the state hospital
review and planning council, subject to the approval of the comm ssion-
er, to reflect such costs and maxi num i npati ent charges of such genera
hospital conmputed in accordance w th such section shall be adjusted
accordingly; and cost based rates of paynent for energency services for
such payors, other than governnental agencies, shall be cal cul ated
excl udi ng costs of operating a regional poison control center.

S 3. Subparagraph (iii) of paragraph (a) of subdivision 2 of section
2803 of the public health | aw, as anended by chapter 639 of the | aws of
1996, is amended to read as foll ows:

(ii1) the identification of appropriate and reasonable standards for
the developnment of acceptable collection procedures used by genera
hospitals in an effort to collect unpaid bills prior to the determ -
nation that the wunpaid bill is a bad debt eligible for reinbursenent
consi deration pursuant to paragraphs (e) and (f) of subdivision eight of
section twenty-ei ght hundred seven-a or [paragraph (b) of subdivision
fourteen of section twenty-eight hundred seven-c and] SECTI ON twenty-
ei ght hundred seven-k of this article,

S 4. Subparagraph (ii) of paragraph (c) of subdivision 2 of section
2803-i of the public health Iaw, as added by chapter 2 of the | aws of
1988, is amended to read as foll ows:

(ii) Notw thstandi ng any inconsistent provision of |aw, general hospi-
tal contract costs incurred in accordance with subparagraph (i) of this
paragraph nmay be included as an additional charge for general hospital
I npatient services in determ ning patient charges for payors included in
t he payor categories specified in paragraph (c) of subdivision one of
section twenty-eight hundred seven-c of this article, or as a charge in
addition to rates of payment for general hospital inpatient services in
determining paynent due for payors included in the payor categories
specified in paragraph [(b)] (E) of subdivision one of section twenty-
ei ght hundred seven-c of this article, or paragraph (a) of such subdivi-
sion one if a payor has not designated a review agent for such payor's
subscri bers or beneficiaries or enrolled nenbers[, or paragraph (a) or
(b) of subdivision two of section twenty-eight hundred seven-c of this
article]. Such additional charges shall not be subject to maxi num charge
or rate of paynent ceilings determ ned in accordance with section twen-
ty-ei ght hundred seven-c of this article for such payors.
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S 5. Paragraph (a) of subdivision 2 of section 2805-a of the public
health | aw, as anended by chapter 639 of the laws of 1996, is anmended to
read as foll ows:

(a) A report of hospital expenses incurred in providing services
during the period covered by the reports required under this section for
whi ch paynment was not received and is not anticipated for such periods
for which pool distributions pursuant to [section twenty-eight hundred
seven-c or] section twenty-eight hundred seven-k of this article are
made related to such expenses. The report shall be conpleted in accord-

ance with regul ati ons devel oped by the council and approved by the
comm ssioner which shall include definitions for bad debts and charity
care. The report shall identify as bad debts or charity care the cost of

services provided to energency inpatients, non-emergency inpatients,
energency anbulatory patients, clinic patients and referred or private
anbul atory patients for which the hospital did not receive and does not
antici pate paynent.

S 6. Subdivision 3 of section 2807 of the public health law, as
anmended by chapter 2 of the laws of 1988, is amended to read as foll ows:

3. Conm ssioner rate certification, governnental paynents. Prior to
the approval of such rates, as provided in subdivision two of this
section, the conmm ssioner shall determ ne, and in the case of approvals
by the state director of the budget, certify to such official that the
proposed rate schedules for paynments to hospitals for hospital and
health-rel ated services are reasonable and adequate to neet the costs
whi ch nust be incurred by efficiently and econom cally operated facili-
ties. In mking such certification, the conm ssioner shall take into
consi deration the elenents of cost, geographical differentials in the
elements of cost considered, economic factors in the area in which the
hospital is located, the rate of increase or decrease of the econony in
the area in which the hospital is |ocated, costs of hospitals of conpa-
rabl e size, and the need for incentives to inprove services and insti-
tute econom es. The conmmi ssioner shall also take into consideration the
econonies and inprovenents in service to be anticipated fromthe opera-
tion of joint central service or use of facilities or services which may
serve as alternatives or substitutes for the whole or any part of
i n-hospital service, including, but not limted to, obstetrical, pedia-
tric, laboratory, training, radiology, pharmacy, |laundry, purchasing,
preadm ssion, nursing honme, anbulatory or hone care services. The
comm ssi oner shall exclude costs for research and those parts of the
costs for educational salaries which the comm ssioner shall determine to
be not directly related to hospital service, and allowances for costs
whi ch are not specifically identified except for allowances authorized
under section twenty-eight hundred seven-a [or twenty-eight hundred
seven-c] of this article. In determining and certifying to the state
director of the budget rates of paynent, including rates of paynent for
residential health care facilities, the conmm ssioner shall take into
consideration the different levels of care authorized to be provided in
such hospital or health-related service and determne and certify
distinct rates of paynment for each such level of care. If the nodifica-
tion of an operating certificate of a hospital pursuant to subdivision
six of section twenty-eight hundred six of this article requires the
establishnment of a rate for a |level of service not previously provided
in such hospital during the rate period existing at the tinme of such
nodi fication, a newrate period for that portion of the hospital reclas-
sified as a result of such nodification may be established upon sixty
days' prior notice.
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7. Section 2807-b of the public health | aw, as added by section 11 of
part D of chapter 57 of the | aws of 2006, is anended to read as foll ows:

S 2807-b. Qutstanding paynments and reports due under subdivision
[ ei ghteen] EIGHT of section twenty-ei ght hundred seven-c, sections twen-
ty-ei ght hundred seven-d, twenty-eight hundred seven-j, twenty-eight
hundred seven-s and twenty-ei ght hundred seven-t of this article. 1. If
there is a basis for estimating the anount of outstanding paynments due
in accordance with subdivision [eighteen] EIGHT of section twenty-eight
hundred seven-c of this article, and sections twenty-eight hundred
seven-d, twenty-eight hundred seven-j, twenty-eight hundred seven-s and
twenty-ei ght hundred seven-t of this article, the comm ssioner shal
bill applicable providers and payors for such paynents, including any
interest and penalties set forth in this article, no later than ninety
days after each cal endar quarter follow ng enactnment of this section.

2. If there is no basis for estimating the anmount of outstanding
paynments due in accordance wi th subdivision [eighteen] EIGHT of section
twenty-ei ght hundred seven-c of this article, and sections twenty-eight
hundred seven-d, twenty-eight hundred seven-j, twenty-eight hundred
seven-s and twenty-eight hundred seven-t of this article, the conm s-
sioner shall notify applicable providers and payors of outstanding
reports and paynents no later than ninety days after each cal endar quar-
ter following the effective date of this section. Such notice shal
i nclude information regarding any interest, penalties or other sanctions
whi ch nmay be inplenmented in accordance with this article.

S 8. Paragraph (b) of subdivision 1 of section 2807-d of the public
health law, as anended by chapter 41 of the [aws of 1992, subparagraph
(i) as amended by chapter 639 of the laws of 1996, is anended to read as
fol | ows:

(b) Subject to the provisions of subdivision twelve of this section,
the following categories of hospitals shall not be charged assessnents
pursuant to this section: (i) [voluntary nonprofit and private proprie-
tary general hospitals which qualify for distributions nade in accord-
ance with paragraph (c) of subdivision nineteen of section twenty-eight
hundred seven-c of this article, or for assessnents during the period
January first, nineteen hundred ninety-seven through Decenber thirty-
first, nineteen hundred ninety-seven voluntary nonprofit and private
proprietary general hospitals which qualified for distributions nade in
accordance w th paragraph (c) of subdivision nineteen of section twen-
ty-eight hundred seven-c of this article as of Decenber thirty-first,
ni net een hundred ninety-five; (ii)] voluntary nonprofit hospitals total -
ly financed by charitable contributions or by the incone thereon dedi-
cated to free care of low incone patients; and [(iii)] (Il) any facility
dedi cated solely to the care of police, firefighters, volunteer fire-
fighters, and energency service personnel.

S 9. Paragraph (a) of subdivision 3 of section 2807-d of the public
health | aw, as anended by section 3-e of part B of chapter 109 of the
| aws of 2010, is anended to read as foll ows:

(a) for general hospitals, all nonies received for or on account of
inpatient hospital service, outpatient service, enmergency service,
referred anbulatory service and anbulatory surgical service, or other
hospital or health-related services, excluding, subj ect to t he
provi si ons of subdivision twelve of this section: distributions from bad
debt and charity care regional pools, prinmary health care services
regi onal pools, bad debt and charity <care for financially distressed
hospitals statewide pools and bad debt and charity care and capital
st at ewi de pools created in accordance with section twenty-eight hundred
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seven-c of this article and the conponents of rates of paynment or charg-
es related to the allowances provided in accordance with subdivisions
fourteen, fourteen-b and fourteen-c, the adjustment provided in accord-
ance Wwth subdivision fourteen-a, the adjustnent provided in accordance
wi th subdivision fourteen-d, the adjustnment for health naintenance
organi zation reinbursenent rates provided in accordance with section
twenty-ei ght hundred seven-f of this article, the adjustnment for comer-
cial insurer reinbursenent rates provided in accordance wth paragraph
(i) of subdivision eleven of section twenty-eight hundred seven-c of
this article or, if effective, the adjustnent provided in accordance
wi th subdivision fifteen of section twenty-eight hundred seven-c of this
article or the adjustnent provided in accordance with section ei ghteen
of chapter two hundred sixty-six of the | aws of nineteen hundred eight-
y-si x as anmended and physician practice or faculty practice plan revenue
received by a general hospital based on discrete billings for private
practicing physician services, revenue received by a general hospital
froma public hospital pursuant to an affiliation agreenent contract for
the delivery of health care services to such public hospital, revenue
recei ved pursuant to paragraph (i) of subdivision [thirty-five] SEVEN
TEEN of section twenty-eight hundred seven-c of this article, revenue
recei ved pursuant to section twenty-eight hundred seven-w of this arti-
cle, all revenue received as disproportionate share hospital paynents,
in accordance with title nineteen of the federal Social Security Act,
revenue received pursuant to sections eleven, twelve, thirteen and four-
teen of part A of chapter one of the |aws of two thousand two, revenue
recei ved pursuant to sections thirteen and fourteen of part B of chapter
one of the laws of two thousand two, revenue from patient personal fund
al |l omances, revenue from incone earned on patient funds, investnent
income fromexternally restricted funds, revenue frominvestnent sinking
funds, revenue frominvestnent operating escrow accounts, investnent
income from funded depreciation, investnent incone from nortgage repay-
ment escrow accounts, revenue derived from the operation of schools
leading to Ilicensure, and revenue from the collection of sales and
exci se taxes;

S 10. Paragraph (c) of subdivision 1 and paragraph (a) of subdivision
2 of section 2807-e of the public health law, as added by chapter 731 of
the laws of 1993, paragraph (a) of subdivision 2 as further anended by
section 104 of part A of chapter 62 of the |aws of 2011, are anmended to
read as foll ows:

(c) "Third-party payor" shall mean those payors within the payor cate-
gories specified 1n paragraphs (a) and [(b)] (E) of subdivision one of
section twenty-eight hundred seven-c of this article, except for
paynments made for persons who are eligible as beneficiaries of title
XVI1l of the federal social security act (medicare).

(a) Notwi t hstandi ng any inconsistent provisions of law, the comis-
sioner shall, on or after July first, nineteen hundred ninety-five,
devel op a uniformpatient bill for the purpose of providers providing a
health care consunmer with a patient bill for hospital and health-rel ated
services, in consultation with the superintendent of financial services,
statew de organizations representative of providers of hospital and
heal th-rel ated services, third-party payors as described in paragraphs
(a) and [(b)] (E) of subdivision one of section two thousand ei ght
hundred seven-c of this article, and representatives of health care
consuners. Such patient bill shall be in such formand shall contain
such information as may be required in accordance with rules and regu-
| ati ons developed by the comm ssioner, provided that distinct uniform
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patient bills may be devel oped for each type or level of health-related
servi ce.

S 11. Paragraph (d) of subdivision 4 of section 2807-f of the public
health | aw i s REPEALED.

S 12. Paragraph (d) of subdivision 2 of section 2807-j of the public
health | aw, as anended by section 50 of part B of chapter 58 of the | aws
of 2009, is anended to read as foll ows:

(d) The total percentage all owance for paynments by governnmental agen-
cies, as determined in accordance with paragraphs (a) and [(a-1)] (B) of
subdi vi si on one of section twenty-eight hundred seven-c of this article
as in effect on Decenber thirty-first, nineteen hundred ninety-six, or
heal t h mai nt enance organi zations for services provided to subscribers
eligible for medical assistance pursuant to title eleven of article five
of the social services l|law, or approved organizations for services
provi ded to subscribers eligible for the famly health plus program
pursuant to title eleven-D of article five of the social services |aw,
shall be five and ninety-eight-hundredths percent, provided, however,
that for services provided on and after July first, two thousand three
the total percentage all owance shall be six and forty-seven hundredths
percent, and further provided that for services provided on and after
January first, two thousand six, the total percentage allowance shall be
six and fifty-four hundredths percent, and further provided that for
services provided on and after April first, two thousand nine, the total
per cent age al |l owance shall be seven and four hundredths percent.

S 13. Paragraph (a) and subparagraph (i) of paragraph (c) of subdivi-
sion 4 of section 2807-j of the public health |law, paragraph (a) as
anmended by section 62 of part B of chapter 58 of the |laws of 2005,
subpar agraph (i) of paragraph (c) as added by chapter 1 of the Ilaws of
1999, are anended to read as foll ows:

(a) For periods prior to January first, two thousand five, the comi s-
sioner is authorized to contract with the article forty-three insurance
| aw pl ans, or such other contractors as the conm ssioner shall desig-
nate, to receive and distribute funds fromthe all owances established
pursuant to this section, and funds from the assessnments established
pursuant to subdivision [eighteen] ElIGHT of section twenty-eight hundred
seven-c of this article. In the event contracts with the article forty-
three insurance | aw plans or other conm ssioner's designees are effectu-
ated, the conm ssioner shall conduct annual audits of the receipt and
distribution of the funds. The reasonable costs and expenses of an
adm ni strator as approved by the conm ssioner, not to exceed for person-
nel services on an annual basis two mllion two hundred thousand dollars
for collection and distribution of allowances and assessnents estab-
lished pursuant to this section and subdivision [eighteen] ElIGHT of
section twenty-ei ght hundred seven-c of this article, shall be paid from
t he all owance and assessnent funds.

(i) Funds accunul ated and pool ed pursuant to this section, paragraph
(a) of subdivision [eighteen] EIGHT of section twenty-eight hundred
seven-c of this article, and sections twenty-eight hundred seven-s and
twenty-ei ght hundred seven-t of this article; and

S 14. The openi ng paragraph of subdivision 9 of section 2807-] of the
public health | aw, as added by chapter 639 of the laws of 1996, is
amended to read as foll ows:

Funds accunul ated, including income from invested funds, fromthe
al | omances specified in this section, and the assessnents pursuant to
subdi vi sion [eighteen] EIGHT of section twenty-eight hundred seven-c of
this article, and the assessnents pursuant to paragraph (c) of subdivi-
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sion nine of section twenty-eight hundred seven-d of this article, plus
such funds as nay be allocated in accordance with section twenty-eight
hundred seven-s of this article, including interest and penalties, shal
be deposited by the comm ssioner or the conmm ssioner's designee as
fol | ows:

S 15. Subdivision 12 of section 2807-j of the public health Ilaw, as
added by chapter 639 of the laws of 1996, is amended to read as foll ows:

12. Revenue fromthe all owances pursuant to this section shall not be
included in gross revenue received for purposes of the assessnents
pursuant to subdivision [eighteen] ElIGHT of section twenty-eight hundred
seven-c of this article, subject to the provisions of paragraph (e) of
subdi vi si on [ei ghteen] ElIGHT of section twenty-eight hundred seven-c of
this article, and shall not be included in gross revenue received for
pur poses of the assessnents pursuant to section twenty-eight hundred
seven-d of this article, subject to the provisions of subdivision twelve
of section twenty-eight hundred seven-d of this article.

S 16. Cause (A of subparagraph (ii) of paragraph (d) of subdivision
5-a of section 2807-k of the public health |law, as added by section 28-b
of part B of chapter 58 of the laws of 2008, is anmended to read as
fol | ows:

(A) paynments in accordance wth subdivision [fourteen-f] SIX of
section twenty-ei ght hundred seven-c of this article;

S 17. Subparagraph (iv) of paragraph (b) of subdivision 5-d of section
2807-k of the public health law, as added by section 1 of part C of
chapter 56 of the laws of 2013, is anended to read as foll ows:

(1v) Such regul ations shall reserve one percent of the funds avail abl e
for distribution in the two thousand fourteen and two thousand fifteen
cal endar years pursuant to this subdivision, subdivision [fourteen-f]
SIX of section twenty-eight hundred seven-c of this article, and
sections two hundred eleven and two hundred twelve of chapter four
hundred seventy-four of the |aws of nineteen hundred ninety-six, in a
“financial assistance conpliance pool"” and shall establish methodol ogi es
for the distribution of such pool funds to facilities based on their
| evel of conpliance, as determned by the conmssioner, wth the
provi si ons of subdivision nine-a of this section.

S 18. Subdivision 10 of section 2807-k of the public health Ilaw, as
added by chapter 639 of the laws of 1996, is amended to read as foll ows:

10. In order for a general hospital to be eligible for distribution of
funds from the pool, such general hospital if it provides obstetrica
care and services nust be in conpliance with the provisions of [para-
graph (e) of subdivision sixteen] SUBDI VISION SEVEN of section twenty-
ei ght hundred seven-c of this article.

S 19. Subdivision 13 of section 2807-k of the public health Ilaw, as
anended by chapter 80 of the laws of 2004, is anmended to read as
fol | ows:

13. Distributions to general hospitals pursuant to this section and
the adj ustnments provided in accordance with subdivision [fourteen-f] SIX
of section twenty-eight hundred seven-c of this article shall be consid-
ered disproportionate share paynents for inpatient hospital services to
general hospitals serving a disproportionate nunber of |ow incone
patients wth special needs for purposes of providing assurances to the
secretary of health and human services as necessary to neet federa
requirenents for securing federal financial participation pursuant to
title XIX of the federal social security act.

S 20. Subdivision 15 of section 2807-k of the public health Ilaw, as
added by chapter 639 of the laws of 1996, is amended to read as foll ows:
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15. Revenue from distributions pursuant to this section and adj ust -
nments pursuant to subdivision [fourteen-f] SIX of section twenty-eight
hundred seven-c of this article shall not be included in gross revenue
recei ved for purposes of the assessnments pursuant to subdivision [eigh-
teen] EIGHT of section twenty-eight hundred seven-c of this article,
subject to the provisions of paragraph (e) of subdivision [eighteen]
El GHT of section twenty-eight hundred seven-c of this article, and shal
not be included in gross revenue received for purposes of the assess-
ments pursuant to section twenty-eight hundred seven-d of this article,
subject to the provisions of subdivision twelve of section twenty-eight
hundred seven-d of this article.

S 21. Subdivision 16 of section 2807-k of the public health Ilaw, as
anended by chapter 419 of the laws of 2000, is anmended to read as
fol | ows:

16. Suppl enmental indigent care distributions. From avail abl e resources
establ i shed pursuant to paragraph (a-1) of subdivision four of this
section, each hospital shall receive a proportionate share, provided
that no hospital shall receive less than the reduction anmount cal cul at ed
pursuant to paragraph (d) of subdivision three of section twenty-eight
hundred seven-mof this article, subject to hospital specific dispropor-
tionate share paynent limts calculated in accordance with subdivision
[twenty-one] ELEVEN of section twenty-eight hundred seven-c of this
article.

S 22. Subdivision 17 of section 2807-k of the public health law, as
added by section 3-b of part B of chapter 109 of the laws of 2010, is
amended to read as foll ows:

17. Indigent care reductions. For each hospital receiving paynments
pursuant to paragraph (i) of subdivision [thirty-five] SEVENTEEN of
section twenty-eight hundred seven-c of this article, the comm ssioner
shall reduce the sum of any anmpunts paid pursuant to this section and
pursuant to section twenty-eight hundred seven-w of this article, as
conmput ed based on projected facility specific disproportionate share
hospital ceilings, by an amobunt equal to the |ower of such sum or each
such hospital's paynents pursuant to paragraph (i) of subdivision [thir-
ty-five] SEVENTEEN of section twenty-eight hundred seven-c of this arti-
cle, provided, however, that any additional aggregate reductions enacted
in a chapter of the laws of two thousand ten to the aggregate anounts
payabl e pursuant to this section and pursuant to section twenty-eight
hundred seven-w of this article shall be applied subsequent to the
adj ustments otherw se provided for in this subdivision.

S 23. Subdivision 3 of section 2807-1 of the public health law, as
anended by section 7 of part C of chapter 59 of the laws of 2011, is
amended to read as foll ows:

3. Revenue from distributions pursuant to this section shall not be
included in gross revenue received for purposes of the assessnents
pursuant to subdivision [eighteen] ElIGHT of section twenty-eight hundred
seven-c of this article, subject to the provisions of paragraph (e) of
subdi vi si on [ei ghteen] ElIGHT of section twenty-eight hundred seven-c of
this article, and shall not be included in gross revenue received for
pur poses of the assessnents pursuant to section twenty-eight hundred
seven-d of this article, subject to the provisions of subdivision twelve
of section twenty-eight hundred seven-d of this article.

S 24. Subparagraph (i) of paragraph (s) of subdivision 1 of section
2807-m of the public health law, as amended by section 16 of part B of
chapter 58 of the laws of 2008, is anended to read as foll ows:
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(i) determning the difference between (A) a cal cul ati on of what each
t eachi ng general hospital would have been paid if paynments nade pursuant
to paragraph [(a-3)] (D) of subdivision one of section twenty-eight
hundred seven-c of this article between January first, nineteen hundred
ninety-six and Decenber thirty-first, two thousand three were based
solely on the case m x of persons eligible for nedical assistance under
the nmedical assistance program pursuant to title eleven of article five
of the social services |aw who are enrolled in health maintenance organ-
i zations and persons paid for wunder the famly health plus program
enrolled in approved organi zations pursuant to title eleven-D of article
five of the social services |aw during those years, and (B) the actua
paynents to each such hospital pursuant to paragraph [(a-3)] (D) of
subdi vi sion one of section twenty-eight hundred seven-c of this article
bet ween January first, nineteen hundred ninety-six and Decenber thirty-
first, two thousand three.

S 25. Subdivision 8 of section 2807-m of the public health law, as
added by chapter 639 of the laws of 1996 and as renunbered by chapter 1
of the laws of 1999, is anended to read as foll ows:

8. Revenue from distributions pursuant to this section shall be
included in gross revenue received for purposes of the assessnents
pursuant to subdivision [eighteen] ElIGHT of section twenty-eight hundred
seven-c of this article and for purposes of the assessnments pursuant to
section twenty-ei ght hundred seven-d of this article.

S 26. Subdivision 9 of section 2807-s of the public health Ilaw, as
added by chapter 639 of the laws of 1996, is amended to read as foll ows:

9. Revenue fromthe allowances pursuant to this section shall not be
included in gross revenue received for purposes of the assessnents
pursuant to subdivision [eighteen] ElIGHT of section twenty-eight hundred
seven-c of this article, subject to the provisions of paragraph (e) of
subdi vi si on [ei ghteen] ElIGHT of section twenty-eight hundred seven-c of
this article, and shall not be included in gross revenue received for
pur poses of the assessnents pursuant to section twenty-eight hundred
seven-d of this article, subject to the provisions of subdivision twelve
of section twenty-eight hundred seven-d of this article.

S 27. Subdivision 5 of section 2807-w of the public health law, as
added by section 3-c of part B of chapter 109 of the laws of 2010, is
amended to read as foll ows:

5. For each hospital receiving paynents pursuant to paragraph (i) of
subdivision [thirty-five] SEVENTEEN of section twenty-eight hundred
seven-c of this article, the conm ssioner shall reduce the sum of any
anounts paid pursuant to this section and pursuant to section twenty-
ei ght hundred seven-k of this article, as conputed based on projected
facility specific disproportionate share hospital ceilings, by an anount
equal to the |l ower of such sum or each such hospital's paynents pursuant
to paragraph (i) of subdivision [thirty-five] SEVENTEEN of section twen-
ty-ei ght hundred seven-c of this article, provided, however, that any
addi tional aggregate reductions enacted in a chapter of the laws of two
thousand ten to the aggregate anmounts payable pursuant to this section
and pursuant to section twenty-eight hundred seven-k of this article
shall be applied subsequent to the adjustnents otherw se provided for in
thi s subdivi sion

S 28. Paragraph (a) of subdivision 1 of section 2807-y of the public
health law, as added by section 67 of part B of chapter 58 of the | aws
of 2005, is anended to read as foll ows:

(a) subdivision [eighteen] EIGHT of section twenty-eight hundred
seven-c of this article;
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S 29. Subparagraph (i) of paragraph (a) of subdivision 2-b of section
2808 of the public health law, as anmended by section 2 of part | of
chapter 2 of the laws of 2009, is anmended to read as foll ows:

(1) Subject to the provisions of subparagraphs (ii) through (vi) of
thi s paragraph, for the two thousand seven rate period the operating
cost conponent of rates of paynment shall reflect the operating cost
conmponent of rates effective for October first, two thousand six, as
adjusted for inflation in accordance with paragraph (c) of subdivision
[ten] FOUR of section twenty-eight hundred seven-c of this article; and
for the January first, two thousand eight through March thirty-first,
two thousand nine rate period the operating cost conponent of rates of
paynment shall reflect the operating cost conponent of rates effective
for Decenber thirty-first, two thousand six, as adjusted for inflation
in accordance wth paragraph (c) of subdivision [ten] FOUR of section
twenty-ei ght hundred seven-c of this article.

S 30. C ause (A) of subparagraph (i) of paragraph (b) of subdivision
2-b of section 2808 of the public health |law, as anmended by section 61
of part A of chapter 56 of the laws of 2013, is anended to read as
fol | ows:

(A) Subject to the provisions of subparagraphs (ii) through (xiv) of
thi s paragraph, for periods on and after April first, tw thousand nine
the operating cost conponent of rates of paynent shall reflect allowable
operating costs as reported in each facility's cost report for the two
t housand two cal endar year, as adjusted for inflation on an annual basis
in accordance with the nethodol ogy set forth in paragraph (c) of subdi-
vision [ten] FOUR of section twenty-eight hundred seven-c of this arti-
cle, provided, however, that for those facilities which are determ ned
by the conm ssioner to be qualifying facilities in accordance with the
provi sions of clause (B) of this subparagraph, rates shall be further
adjusted to include the proportionate benefit, as determ ned by the
commi ssioner, of the expiration of the opening paragraph and paragraph
(a) of subdivision sixteen of +this section and of paragraph (a) of
subdi vi sion fourteen of this section, and provided further that the
operating cost conponent of rates of paynent for those facilities which
are determned by the commissioner to be qualifying facilities in
accordance w th the provisions of clause (B) of this subparagraph shal
not be | ess than the operating conponent such facilities received in the
two thousand eight rate period, as adjusted for inflation on an annua
basis in accordance with the nethodol ogy set forth in paragraph (c) of
subdi vi sion [ten] FOUR of section twenty-eight hundred seven-c of this
article and further provided, however, that rates for facilities whose
operating cost conponent reflects base year costs subsequent to January
first, two thousand two shall have rates conputed in accordance wth
this paragraph, utilizing all owable operating costs as reported in such
subsequent base year period, and trended forward to the rate year in
accordance with applicable inflation factors.

S 31. Paragraph (b) of subdivision 9 of section 2808 of the public
health law, as added by chapter 190 of the laws of 1990, is anmended to
read as foll ows:

(b) The met hodol ogy shall be devel oped by four independent consultants
with expertise in health econonm cs appointed by the conmm ssioner pursu-
ant to paragraph (b) of subdivision [ten] FOUR of section twenty-eight
hundred seven-c of this chapter. On or about Septenber first of each
year following the effective date of this subdivision, the consultants
shall provide to the conm ssioner and the council the nethodology to be
used to determne the trend factors for subsequent rate periods only,
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begi nning with the nine nonth period commencing April first, nineteen
hundred ninety-one and for subsequent twelve nonth periods conmencing
January first, nineteen hundred ninety-two and thereafter. The conm s-
sioner shall nonitor the actual price novenents during these periods of
the external price indicators used in the nethodol ogy, shall report the
results of the nonitoring to the consultants and shall inplenent the
recommendati ons of the consultants for one prospective interim annua
adjustnment to the trend factors to reflect such price novenents and to
be effective on January first, one year after the initial trend factor
was established and one prospective final annual adjustnent to the trend
factors to reflect such price novenents and to be effective on January
first, two years after the initial trend factor was established.

S 32. Paragraph (d) of subdivision 2 of section 4406 of the public
health | aw, as anended by chapter 504 of the laws of 1995, is anmended to
read as foll ows:

(d) If the conm ssioner determ nes that an organi zation has pernitted
the benefits provided pursuant to an out-of-plan system to exceed ten
percent, except as permtted by paragraph (b) or (c) of this subdivi-
sion, the conm ssioner nay, where appropriate, assess an organization a

civil penalty not to exceed the anmount determ ned by multiplying the
percentage permtted in excess of ten percent by the anmount, in dollars,
of the difference between what the organization paid all inpatient

hospital s for such year and the anpbunt such organi zati on woul d have paid
such hospitals had it been a payor within the categories specified in
paragraph [(b)] (E) of subdivision one of section twenty-eight hundred
seven-c of this chapter and not authorized to negotiate hospital rates.
The comm ssioner, in consultation with the superintendent, may revoke,
suspend or limt an approval issued pursuant to this subdivision for
non- conpl i ance by the organi zation with any of the provisions of this
article or the rules and regul ati ons pronul gated thereunder.

S 33. Paragraph (b) of subdivision 8 of section 4900 of the public
health | aw i s REPEALED and paragraphs (c), (d) and (e) are relettered
par agraphs (b), (c) and (d).

S 34. Subdivisions 9 and 10 of section 365 of the social services |aw,
subdi vision 9 as added by chapter 74 of the laws of 1989, subdivision 10
as added by chapter 938 of the |aws of 1990, are anmended to read as
fol | ows:

9. Any inconsistent provision of this chapter or other law notwth-
standi ng, the social services district in which an eligible nmajor public
general hospital is physically |ocated shall be responsible for the
suppl enentary bad debt and charity care adjustnment conponent of the rate
of payment for such major public general hospital [(as determned in
accordance w th subdivision fourteen-a of section twenty-eight hundred
seven-c of the public health law)] for all inpatient hospital services
provided by such nmjor public general hospital in accordance with
section three hundred sixty-five-a of this article, regardl ess of wheth-
er another social services district or the departnent may otherw se be
responsi ble for furnishing nmedical assistance to the eligible persons
recei ving such inpatient services.

10. Any inconsistent provision of this chapter or other |aw notwth-
standing, the social services district in which an eligible public
general hospital is physically located shall be responsible for the
suppl enentary |low income patient adjustnent conponent of the rate of
paynment for such public general hospital [(as deternmined in accordance
with subdivision fourteen-d of section twenty-eight hundred seven-c of
the public health law)] for all inpatient hospital services provided by
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such public general hospital in accordance with section three hundred
sixty-five-a of this article, regardless of whether another socia
services district or the departnment nmay ot herw se be responsible for
furnishing mnedical assistance to the eligible persons receiving such
i npati ent services.

S 35. Subdivision 12 of section 365 of the social services law, as
added by chapter 639 of the laws of 1996, is amended to read as foll ows:

12. Any inconsistent provision of this chapter or other |aw notwth-
standi ng, the social services district in which an eligible public
general hospital is physically |ocated shall be responsible for the
public general hospital indigent care adjustnment conponent of the
paynents to such public general hospital (as deternmined in accordance
with subdivision [fourteen-f] SIX of section twenty-eight hundred
seven-c of the public health law) for all inpatient hospital services
provi ded by such public general hospital in accordance wth section
three hundred sixty-five-a of this article, regardl ess of whether anoth-
er social services district or the departnment nmay ot herw se be responsi -
ble for furnishing nedical assistance to the eligible persons receiving
such inpatient services.

S 36. Subparagraph 4 of paragraph (c) of subdivision 5 of section 366
of the social services |aw, as amended by chapter 41 of the | aws of
1992, is amended to read as foll ows:

(4) Any transfer nmade by a person or the person's spouse under subpar-
agraph three of this paragraph shall cause the person to be ineligible
for nursing facility services, for services at a |l evel of care equiv-
alent to that of nursing facility services for the | esser of (i) a peri-
od of thirty nonths fromthe date of transfer, or (ii) a period equal to
the total unconpensated val ue of the resources so transferred, divided
by the average cost of nursing facility services to a private patient
for a given period of tine at the tinme of application as deternm ned by
the comm ssioner. For purposes of this subparagraph the average cost of
nursing facility services to a private patient for a given period of
time at the tinme of application shall be presunmed to be one hundred
twenty percent of the average nedi cal assistance rate of paynment as of
the first day of January of each year for nursing facilities within the
region as established [pursuant to paragraph (b) of subdivision sixteen
of section twenty-eight hundred seven-c of the public health law BY THE
COW SSI ONER, wherein the applicant resides.

S 37. Subparagraph 4 of paragraph (d) of subdivision 5 of section 366
of the social services |aw, as added by chapter 170 of the |laws of 1994,
is amended to read as foll ows:

(4) Any transfer made by an individual or the individual's spouse
under subparagraph three of this paragraph shall cause the person to be
ineligible for services for a period equal to the total, cunulative
unconpensated value of all assets transferred during or after the | ook-
back period, divided by the average nonthly costs of nursing facility
services provided to a private patient for a given period of tine at the
time of application, as determ ned pursuant to the regul ations of the
department. The period of ineligibility shall begin with the first day
of the first nonth during or after which assets have been transferred
for less than fair nmarket val ue, and which does not occur in any other
periods of ineligibility wunder this paragraph. For purposes of this
subpar agr aph, the average nonthly costs of nursing facility services to
a private patient for a given period of tinme at the tinme of application
shall be presuned to be one hundred twenty percent of the average
nmedi cal assistance rate of paynent as of the first day of January of
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each year for nursing facilities within the regi on wherein the applicant
resides, as established [pursuant to paragraph (b) of subdivision
sixteen of section twenty-eight hundred seven-c of the public health
l aw] BY THE COVM SSI ONER

S 38. Subparagraph 5 of paragraph (e) of subdivision 5 of section 366
of the social services |aw, as added by section 26-a of part C of chap-
ter 109 of the Iaws of 2006, is anended to read as foll ows:

(5) Any transfer nade by an individual or the individual's spouse
under subparagraph three of this paragraph shall cause the person to be
ineligible for services for a period equal to the total, cunulative
unconpensat ed val ue of all assets transferred during or after the | ook-
back period, divided by the average nonthly costs of nursing facility
services provided to a private patient for a given period of tine at the
time of application, as determ ned pursuant to the regulations of the
departnment. For purposes of this subparagraph, the average nonthly costs
of nursing facility services to a private patient for a given period of
time at the time of application shall be presuned to be one hundred
twenty percent of the average nedi cal assistance rate of paynent as of
the first day of January of each year for nursing facilities within the
region where the applicant resides, as established [pursuant to para-
graph (b) of subdivision sixteen of section twenty-eight hundred seven-c
of the public health law] BY THE COVMM SSI ONER. The period of ineligibil-
ity shall begin the first day of a nonth during or after which assets
have been transferred for less than fair narket value, or the first day
the otherwise eligible individual is receiving services for which
nmedi cal assistance coverage would be available based on an approved
application for such care but for the provisions of subparagraph three
of this paragraph, whichever is |ater, and which does not occur in any
ot her periods of ineligibility under this paragraph.

S 39. Paragraphs (k), (m and (o) of subdivision 1 of section 368-a of
t he social services | aw are REPEALED.

S 40. Section 335 of the insurance |aw, as added by chapter 2 of the
| aws of 1988, is anended to read as foll ows:

S 335. Inplenentation of hospital reinbursement nethodol ogy. The
superintendent shall have the power to prescribe rules and regulations
governing insurer procedures and subscriber contract provisions neces-
sary to inplement a hospital reinbursenent methodology established in
accordance with the provisions of article twenty-eight of the public
health | aw, and insurer procedures and subscriber contract provisions
necessary to inplenent a hospital inpatient discharge review program
established in accordance with the provisions of section twenty-eight
hundred three-i of the public health |aw, and to establish standards,
criteria and procedures for evaluation of insurer performance in offer-
ing contracts for hospital and nedical benefits on an open enrol | nent
basi s necessary for a determ nation of the hospital paynent rate conver-
sion factor [in accordance with the provisions of paragraph (i) of
subdi vi si on el even of section twenty-ei ght hundred seven-c of the public
health | aw] .

The superintendent shall periodically report his findings and concl u-
sions to the conm ssioner of health and to the chairman and vice-chair-
man of the council on health care financing concerning insurer perform
ance in offering contracts for hospital and nedi cal benefits on an open
enrol | mnent basis.

S 41. Paragraph 2 of subsection (h) of section 4900 of the insurance
| aw i s REPEALED and paragraphs 3, 4 and 5 are renunbered paragraphs 2, 3
and 4.
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S 42. Subdivisions (a) and (b) of section 92-dd of the state finance
law, as anended by section 3 of part T of chapter 61 of the | aws of
2011, are anended to read as foll ows:

(a) On and after April first, two thousand five, such fund shal
consi st of the revenues heretofore and hereafter collected or required
to be deposited pursuant to paragraph (a) of subdivision [eighteen]
El GHT of section twenty-ei ght hundred seven-c, and sections twenty-eight
hundred seven-j, twenty-eight hundred seven-s and twenty-eight hundred
seven-t of the public health law, subdivision (b) of section four
hundred eighty-two of the tax law and required to be <credited to the
tobacco control and insurance initiatives pool, subparagraph (O of
par agr aph four of subsection (j) of section four thousand three hundred
one of the insurance |aw, section twenty-seven of part A of chapter one
of the laws of two thousand two and all other noneys credited or trans-
ferred thereto fromany other fund or source pursuant to | aw.

(b) The pool admnistrator under contract with the conm ssioner of
heal t h pursuant to section twenty-eight hundred seven-y of the public
health |aw shall continue to collect noneys required to be collected or
deposi ted pursuant to paragraph (a) of subdivision [eighteen] EIGHT of
section twenty-eight hundred seven-c, and sections twenty-eight hundred
seven-j, twenty-eight hundred seven-s and twenty-eight hundred seven-t
of the public health law, and shall deposit such noneys in the HCRA
resources fund. The <conptroller shall deposit nobneys collected or
required to be deposited pursuant to subdivision (b) of section four
hundred eighty-two of the tax law and required to be <credited to the
tobacco control and insurance initiatives pool, subparagraph (O of
par agr aph four of subsection (j) of section four thousand three hundred
one of the insurance |aw, section twenty-seven of part A of chapter one
of the laws of two thousand two and all other noneys credited or trans-
ferred thereto fromany other fund or source pursuant to law in the HCRA
resources fund.

S 43. Subdivision (c) of section 92-dd of the state finance |aw, as
anended by section 75-f of part C of chapter 58 of the laws of 2008, is
amended to read as foll ows:

(c) The pool adm nistrator shall, from appropriated funds transferred
to the pool admnistrator from the conptroller, continue to nake
paynments as required pursuant to sections twenty-ei ght hundred seven-Kk,
twenty-ei ght hundred seven-m (not including paynents mnade pursuant to
subpar agraph (ii) of paragraph (b) and paragraphs (c), (d), (e), (f) and
(g) of subdivision five-a and subdivi sion seven of section twenty-eight
hundred seven-m, and twenty-ei ght hundred seven-w of the public health
| aw, paragraph (e) of subdivision [twenty-five] FOURTEEN of section
twenty-ei ght hundred seven-c of the public health aw, AS SUCH SUBDI VI -
SION WAS |IN EFFECT PRIOR TO TWO THOUSAND FOURTEEN, paragraphs (b) and
(c) of subdivision thirty of section twenty-eight hundred seven-c of the
public health | aw, paragraph (b) of subdivision eighteen of section
twenty-eight hundred eight of the public health | aw, subdivision seven
of section twenty-five hundred-d of the public health law and section
ei ghty-ei ght of chapter one of the | aws of nineteen hundred ninety-nine.

S 44. Subdivision 1 of section 97-x of the state finance [aw, as

anended by section 731 of the laws of 1993, is anended to read as
fol | ows:
1. Each general hospital shall be assessed an annual fee by the

comm ssioner of health calculated on the basis of its proportionate
share of the sum of total costs reported by all general hospitals in the
nost recent cal endar year for which certified data are avail able. Such
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fee shall not exceed one-tenth of one percent of the total costs
reported by such general hospital. Were rates of paynment for genera
hospi tal services established pursuant to section twenty-eight hundred
seven-a of the public health law or pursuant to section twenty-eight
hundred seven-c of the public health law have not been adjusted to
reflect the proportionate share of costs associated with such annua
fee, rates shall be so adjusted. The conm ssioner of health shal
pronul gate regul ati ons establishing a tine schedul e for paynment of annu-
al fees assessed on general hospitals. The comm ssioner of health shal
charge a user fee for the production of any data to any person or organ-
i zation, provided, however, that the comm ssioner of health nay waive
such fee for the provision of reports, to be defined in regulation, to a
general hospital or its designee as approved by the comm ssioner of
health or third-party payor or health systenms agency to perform duties
and functions provided for in subdivision seven, excluding paragraph (s)
of such subdi vi sion, of section twenty-nine hundred four-b of the public
health law. Notw thstandi ng any inconsistent provisions of any genera
or special law, charges established pursuant to subdivision twelve of
section twenty-eight hundred seven-a of the public health |aw or pursu-
ant to paragraph [(c)] (H) of subdivision one of section twenty-eight
hundred seven-c of the public health |aw shall be permtted to increase
to reflect increased costs resulting fromthe proportionate cost of the
annual fees assessed pursuant to this subdivision.

S 45. Subparagraph 1 of subdivision (d) of section 13 of the workers'
conpensation | aw, as anmended by chapter 419 of the |aws of 2000, is |aws
of 1993, is anended to read as foll ows:

(1) In the event that an insurer or health benefits plan rmakes
paynments for medical and/or hospital services for or on behalf of an
i njured enpl oyee they shall be entitled to be reinbursed for such
paynments by the carrier or enployer within the limts of the nedical and
hospital fee schedules if the board determnes that the claimis
conpensabl e. For the purposes of this section, an insurer or health
benefits plan includes a nedical expense indemity corporation, a health
or hospital service corporation, a comercial insurance conpany |icensed
to wite accident and health insurance in the state of New York, a
heal t h mai nt enance organi zati on operating in accordance wth article
forty-three of the insurance law or article forty-four of the public
health law, or a self-insured or self-funded health care benefits plan
operated by, or on behalf of, any business, municipality or other entity
(including an enployee welfare fund as defined in article forty-four of
the insurance | aw or any other union trust fund or union health benefits
pl an). Notwi thstandi ng any other provision of law, in no event shall the
carrier or enployer be required to reinburse the insurer or health bene-
fits plan in an anount greater than the armount paid for nmedical and
hospital services for or on behalf of the injured enployer by such
corporation or conpany; provided, however, if the carrier or enployer
does not reinburse the insurer or health benefits plan within thirty
days after the board determnes that the claim is conpensable, the
carrier or enployer shall reinburse the insurer or health benefits plan
at the amount the carrier or enployer would be obligated to reinburse
the hospital or other provider of medical services if the carrier or
enpl oyer nmade paynment directly to the provider of medical and/or hospi-
tal services pursuant to this chapter (or, in the case of inpatient
hospi tal services, pursuant to paragraphs [(b) and (b-1)] (E) AND (F) of
subdi vi si on one of section twenty-eight hundred seven-c of the public
health law). Upon reinbursenent to the insurer or health benefits plan
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pursuant to this subdivision, the carrier or enployer shall be relieved
of liability for the medical and/or hospital services for which paynment
has been nade by the insurer or health benefits plan.

S 46. Subdivision 5 of section 168 of chapter 639 of the |aws of 1996,
constituting the New York Health Care Reform Act of 1996, as anended by
section 1 of part C of chapter 59 of the laws of 2011, is anended to
read as foll ows:

5. sections [2807-c,] 2807-j, 2807-s and 2807-t of the public health
| aw, [as amended or] as added by this act, shall expire on Decenber 31,
2014, and shall be thereafter effective only in respect to any act done
on or before such date or action or proceeding arising out of such act
i ncludi ng continued collections of funds from assessnments and al | owances
and surcharges established pursuant to sections [2807-c,] 2807-j, 2807-s
and 2807-t of the public health |aw, and adm nistration and distrib-
utions of funds from pools established pursuant to sections [2807-c,]
2807-j, 2807-k, 2807-1, 2807-m 2807-s and 2807-t of the public health
law rel ated to patient services provided before Decenber 31, 2014, and
conti nued expenditure of funds authorized for prograns and grants until
t he exhaustion of funds therefor;

S 47. Subdivision 1 of section 138 of chapter 1 of the laws of 1999,
constituting the New York Health Care Reform Act of 2000, as anended by
section 2 of part C of chapter 59 of the laws of 2011, is anmended to
read as foll ows:

1. sections [2807-c,] 2807-j, 2807-s, and 2807-t of the public health
| aw, as anended by this act, shall expire on Decenber 31, 2014, and
shall be thereafter effective only in respect to any act done before
such date or action or proceeding arising out of such act including
continued collections of funds from assessnents and allowances and
surcharges established pursuant to sections [2807-c,] 2807-j, 2807-s and
2807-t of the public health law, and adm nistration and distributions of
funds from pools established pursuant to sections [2807-c,] 2807-j,
2807-k, 2807-1, 2807-m 2807-s, 2807-t, 2807-v and 2807-w of the public
health | aw, as anended or added by this act, related to patient services
provi ded before Decenber 31, 2014, and continued expenditure of funds
authorized for progranms and grants until the exhaustion of funds there-
for;

S 48. Subdivision 2 of section 246 of chapter 81 of the |aws of 1995,
anmending the public health law and other Jlaws relating to nedica
rei nbursenent and welfare reform as anended by section 4 of part B of
chapter 56 of the laws of 2013, is anended to read as foll ows:

2. Sections five, seven through nine, twelve through fourteen, and
ei ghteen of this act shall be deenmed to have been in full force and
effect on and after April 1, 1995 through March 31, 1999 and on and
after July 1, 1999 through March 31, 2000 and on and after April 1, 2000
t hrough March 31, 2003 and on and after April 1, 2003 through March 31,
2006 and on and after April 1, 2006 through March 31, 2007 and on and
after April 1, 2007 through March 31, 2009 and on and after April 1,
2009 through March 31, 2011 and sections twelve, thirteen and fourteen
of this act shall be deenmed to be in full force and effect on and after
April 1, 2011 [through March 31, 2015];

S 49. This act shall take effect immediately; provided that the anend-
ments to section 2807-j of the public health |law made by sections
twelve, thirteen, fourteen and fifteen of this act and the anmendnments to
section 2807-s of the public health [ aw made by section twenty-six of
this act shall not affect the expiration of such sections and shall be
deened to expire therewth.



