§ 2807-c. Ceneral hospital inpatient reinbursenent for annual rate
peri ods begi nning on or after January first, nineteen hundred
eighty-eight. 1. Payor paynents. Paynents to general hospitals for
i npatient hospital services provided to persons who are not eligible for
paynments as beneficiaries of title XVIIl of the federal social security
act (nedicare) shall be determ ned pursuant to this section. Payor
paynments shall be as follows unless an alternative rei nbursenent
nmet hodol ogy is authorized in accordance with paragraph (e), (f), (9),

(h) or (i) of subdivision four of this section.

* (a) Paynents to general hospitals for reinbursenment of inpatient
hospital services provided to patients eligible for paynents made by
state governnental agencies for patients discharged prior to January
first, two thousand and on and after January first, two thousand; or for
patients discharged prior to January first, nineteen hundred
ni nety-seven provided in accordance with policies witten by
corporations organi zed and operating in accordance with article
forty-three of the insurance |aw, or paynment 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
rei mbur senent on an expense incurred basis; or for patients discharged
prior to January first, nineteen hundred ninety-seven provided to
subscri bers of organi zations operating in accordance with the provisions
of article forty-four of this chapter, shall be case based paynents per
di scharge, for each diagnosis-rel ated 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 conmponent determ ned in
accordance with subdivision five of this section;

(ii) capital related inpatient expenses determ ned in accordance with
subdi vi sion eight of this section;

(iii) for patients discharged prior to January first, nineteen hundred
ni nety-seven (A) a bad debt and charity care all owance determ ned in
accordance with subdivision fourteen of this section, (B) a general
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
al l owance for financially distressed hospitals determ ned in accordance
wi t h subdivision fourteen-c of this section;



(iv) a projection of reinbursable inpatient operating costs to the
rate year by the trend factor determ ned in accordance w th subdivision
ten of this section; and

(v) adjustnments 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.

* NB Effective until Decenmber 31, 2029

* (a) Paynments to general hospitals for reinbursenment of inpatient
hospital services provided to patients eligible for paynents made by
state governnental agencies; or provided in accordance with policies
written by corporations organi zed and operating in accordance with
article forty-three of the insurance |law, 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
provi de for reinbursenent on an expense incurred basis; or provided to
subscri bers of organi zations operating in accordance with the provisions
of article forty-four of this chapter, shall be case based paynents per
di scharge, for each diagnosis-rel ated 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 conmponent determ ned in
accordance with subdivision five of this section;

(ii) capital related inpatient expenses determ ned in accordance with
subdi vi sion eight of this section;

(iii) (A a bad debt and charity care all owance determned in
accordance with subdivision fourteen of this section, (B) a general
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
al l owance for financially distressed hospitals determ ned in accordance
wi th subdivision fourteen-c of this section;

(iv) a projection of reinbursable inpatient operating costs to the
rate year by the trend factor determ ned in accordance w th subdivi sion
ten of this section; and

(v) adjustnments 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.

* NB Effective Decenber 31, 2029



* (a-1) Paynents nade by | ocal governnental agencies to genera
hospital s for reimbursenent of inpatient hospital services provided to
i ncarcerated individuals of l|ocal correctional facilities as defined in
subdi vi si on si xteen of section two of the correction |aw shall be at the
rates of paynent determ ned pursuant to this section for state
gover nnment al agenci es, excludi ng adjustnents pursuant to subdi vi sion
fourteen-f of this section.

* NB Effective until Decenmber 31, 2029

* (a-1) Paynents nade by | ocal governnental agencies to genera
hospital s for rei mbursenent of inpatient hospital services provided to
i ncarcerated individuals of l|ocal correctional facilities as defined in
subdi vi si on si xteen of section two of the correction |aw shall be at the
rates of paynent determ ned pursuant to this section for state
gover nnment al agenci es.

* NB Effective Decenber 31, 2029

* (a-2) (i) Wth the exception of those enroll ees covered under a
payment rate nethodol ogy agreenment negotiated with a general hospital,
paynments for inpatient hospital services provided to patients eligible
for nedical assistance pursuant to title eleven of article five of the
soci al services | aw made by organi zations operating in accordance with
the provisions of article forty-four of this chapter or by health
mai nt enance organi zati ons organi zed and operating in accordance with
article forty-three of the insurance |aw shall be the rates of paynent
that would be paid for such patients under the nedical assistance
program (i) determ ned pursuant to this section, excluding adjustnents
pursuant to subdivision fourteen-f of this section, and (ii) excluding
medi cal education costs that are reinbursed directly to the genera
hospital in accordance with paragraph (a-3) of this subdivision.

(ii) Effective July first, two thousand seven, with the exception of
those enroll ees covered under a paynent rate nethodol ogy agreenent
negotiated with 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 organi zed and operating in accordance with article
forty-three of the insurance |aw shall be the rates of paynent that



woul d be paid under the nedical assistance program determ ned pursuant
to this section, excluding adjustnments pursuant to subdivi sion
fourteen-f of this section.

* NB Expires Decenber 31, 2029

* (a-3) 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
| aw for persons eligible for nedical assistance who are enrolled in
heal t h mai nt enance organi zati ons and for paynents under the famly
heal th plus program for persons enrolled in approved organi zati ons
pursuant to title eleven-D of article five of the social services |aw
based on the conponents of rates of paynment 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 nedical
educati on expenses and indirect nedical education expenses in the
determ nation of:

(A) the hospital -specific average rei nbursabl e 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 payment pursuant to
par agraphs (f) and (k) of subdivision four of this section, and

(D) the operating cost conponent of rates of paynent 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 thstanding 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 of
this section, and

(F) notwi thstanding 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 paragraphs (e-1), (e-2)
and (1) 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

(ii) such rates of paynent nay be established by the conm ssioner on
any appropriate paynent basis, including a case m x adjusted per
di scharge basi s.

* NB Expires Decenber 31, 2029

* (b) For patients discharged prior to January first, nineteen hundred
ni nety-seven, paynents to general hospitals for reinbursenent of
i npatient hospital services provided to patients eligible for paynments
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
subdi vision two of this section; or insured under a comercial insurer
licensed to do business in this state and authorized to wite accident
and health i nsurance and whose policy provides inpatient hospital
coverage on an expense incurred basis; or receiving inpatient hospital
services pursuant to an out-of-plan benefits system authorized 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 zati on organi zed pursuant to the not-for-profit corporation |aw or
whi ch neets the qualifications of section 501(c) of the internal revenue
code, shall be case based paynents per discharge, for each
di agnosi s-rel ated group established in accordance with paragraph (a) of
subdi vision three of this section, and equal to the case paynents to
general hospitals provided in accordance with paragraph (a) of this
subdi vi sion for services provided to subscribers of corporations
organi zed and operating in accordance with article forty-three of the
i nsurance | aw, adjusted for uncovered services, and increased by
thirteen percent or, for paynents pursuant to the workers' conpensation
| aw, the volunteer firefighters' benefit |aw and the vol unteer anbul ance
wor kers' benefit law, increased by five percent. Funds received by a
general hospital based on the paynent differential applied pursuant to
t hi s paragraph shall be hospital funds for patient care purposes.



Wt hout due cause general hospitals shall not refuse to accept direct
paynments from a payor who woul d ot herwi se be eligible to reinburse
hospitals for inpatient services on a case based paynent per discharge
in accordance with this subdivision.

(b-1) (i) For patients discharged on and after January first, nineteen
hundred ni nety-seven and prior to January first, two thousand and on and
after January first, two thousand, paynents to general hospitals for
rei mbur senent of inpatient hospital services provided to patients
eligible for paynents pursuant to the workers' conpensation |aw, the
volunteer firefighters' benefit |aw, the volunteer anbul ance workers
benefit |aw, 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 adjustments pursuant to
subdi vi sion fourteen-f of this section and subdivision thirty-three of
this section, excluding such further reductions to such paynents as are
enacted as part of the state budget for the state fiscal year commencing
April first, two thousand ten and excl uding such further reductions to
such paynents as are enacted as part of the state budget for state
fiscal years commencing on and after April first, two thousand el even.

(ii) The provisions of paragraph (d) of subdivision eleven of this
section shall continue to apply to such payors for paynents determ ned
pursuant to this paragraph.

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

* NB Effective until Decenmber 31, 2029

* (b) Paynments to general hospitals for reinbursenment of inpatient
hospital services provided to patients eligible for paynents pursuant to
t he 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

t hose enroll ees covered under a paynent rate nethodol ogy agreenent in
accordance with the provisions of paragraph (a) of subdivision two of
this section; or insured under a comercial insurer |icensed to do
business in this state and authorized to wite accident and health

i nsurance and whose policy provides inpatient hospital coverage on an
expense incurred basis; or receiving inpatient hospital services
pursuant to an out-of-plan benefits system authorized 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 zati on organi zed pursuant to the not-for-profit corporation |aw or
whi ch neets the qualifications of section 501 (c) of the internal
revenue code, shall be case based paynents per discharge, for each

di agnosi s-rel ated group established in accordance with paragraph (a) of
subdi vision three of this section, and equal to the case paynents to
general hospitals provided in accordance with paragraph (a) of this
subdi vi sion for services provided to subscribers of corporations

organi zed and operating in accordance with article forty-three of the

i nsurance | aw, adjusted for uncovered services, and increased by
thirteen percent or, for paynents pursuant to the workers' conpensation
| aw, the volunteer firefighters' benefit |aw and the vol unteer anbul ance
wor kers' benefit law, increased by five percent. Funds received by a
general hospital based on the paynent differential applied pursuant to
t hi s paragraph shall be hospital funds for patient care purposes.

Wt hout due cause general hospitals shall not refuse to accept direct
paynments from a payor who woul d ot herwi se be eligible to reinburse
hospitals for inpatient services on a case based paynent per discharge
i n accordance with this subdivision. A payor included in the payor
categories specified in this paragraph or in paragraph (a) of this
subdi vi sion 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 determ ned in accordance with
this section for a patient or apportioning the appropriate case based
paynment per discharge for a patient by excluding paynent for a

preexi sting 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 paragraph (b) or (d) of
subdi vi sion four of this section, for days within the inlier stay
determ ned to be nedically unnecessary.

* NB Effective Decenber 31, 2029

* (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
accordance with paragraph (d) of subdivision four of this section,
i ncreased by thirteen percent. The nmaxi mnum anount to be charged to any
charge paying patient for a case shall be one hundred twenty percent of
t he case based paynent per discharge as determ ned under paragraph (b)
of this subdivision for the diagnosis-related group with which the
patient is identified. Each general hospital shall establish a charge
schedul e and inpatient charges fromthis schedule shall be applied
uniformy for all inpatient charge based paynents nmade i n accordance
with this section.

* NB Effective until Decenber 31, 2029

* (c) Charge based paynents. Paynents to general hospitals for
rei mbur senent 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
accordance with paragraph (d) of subdivision four of this section,
i ncreased by thirteen percent. The naxi mum anount to be charged to any
charge paying patient for a case shall be one hundred twenty percent of
t he case based paynent per discharge as determ ned under paragraph (b)



of this subdivision for the diagnosis-related group with which the
patient is identified. Each general hospital shall establish a charge
schedul e and inpatient charges fromthis schedule shall be applied
uniformy for all inpatient charge based paynents nmade i n accordance
with this section.

* NB Effective Decenber 31, 2029

(d) The conponents of rates of paynent cal culated in accordance with
this section related to inpatient operating costs shall be based on
general hospital reinbursable inpatient operating costs used in
determ ni ng paynents for services pursuant to section twenty-eight
hundred seven-a of this article during the rate period January first,
ni net een hundred ei ghty-seven through Decenber thirty-first, nineteen
hundred ei ghty-seven (or for a distinct unit of a general hospital
excl uded from case based paynents pursuant to paragraph (e) or (g) of
subdi vi sion four of this section such distinct unit reinbursable
i npati ent operating costs), excluding inpatient operating costs rel ated
to services provided to beneficiaries of title XVIIl of the federal
social security act (nedicare) in accordance w th paragraph (g) of
subdi vi sion el even of this section and adjusted to reflect the
annual i zed cost inpact of rate revisions or adjustnents, including the
vol une adj ust nent and case m x adjustnent for the nineteen hundred
ei ghty-seven rate period, made with respect to such services, which
shall be defined as a general hospital's or distinct unit's reinbursable
i npati ent operating cost base; a projection to the nineteen hundred
ei ghty-eight rate period by the trend factor determ ned in accordance
wi th subdivision ten of this section; and an increase to reflect special
addi tional inpatient operating costs determ ned and allocated in
accordance with paragraph (e) of this subdivision.

(e) Ceneral hospital special additional inpatient operating costs
shall be determ ned and al |l ocated anong general hospitals in accordance
Wi t h subparagraphs (i), (iii) and (iv) of this paragraph. For purposes
of conputing group category average inpatient reinbursable operating
costs in accordance with paragraph (a) of subdivision seven of this
section and an equival ent cost component for general hospitals that are
excluded fromthe case based paynent per diagnosis-related group system
i n accordance with paragraph (e) or (g) of subdivision four of this
section special additional inpatient operating costs shall include an



addi tional increase determ ned and all 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 net een hundred ei ghty-five costs incurred in excess of the trend
factor between ni neteen hundred ei ghty-one and ni neteen hundred
ei ghty-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 foll ow ng nmethodol ogy:

Five 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 with 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
rei mbursabl e i npati ent operating cost base as defined in paragraph (d)
of this subdivision, trended through nineteen hundred ei ghty-eight,
shall be allocated to costs of general hospitals for technol ogy advances
and a further one quarter of one percent of such costs shall be
al l ocated to costs of general hospitals for increased activities rel ated
to quality assurance and patient di scharge pl anning.

The bal ance of one hundred thirty mllion dollars after deducting the
dol I ar val ue of the per bed cost enhancenent and the dollar value of the
per cent age cost enhancenents shall be allocated to costs of general
hospital s based on the ratio of each general hospital's nineteen hundred
eighty-five cost incurred in excess of the trend factor between nineteen
hundr ed ei ghty-one and ni neteen hundred ei ghty-five in the foll ow ng
di screte areas, summed, to the total sum of such cost over trend of al
general hospitals applied to such bal ance: nal practice insurance costs,

i nfectious and ot her waste disposal costs, water charges, direct nedical
educati on expenses, working capital interest costs of hospitals that



qualified for distributions made in accordance with paragraph (b) of
subdi vi si on si xteen of section twenty-ei ght hundred seven-a of this
article, costs of distinct psychiatric units excluded from case based
paynments per diagnosis-related group, and anbul ance costs. For purposes
of this subparagraph, nineteen hundred eighty-five cost incurred in
excess of the trend factor between nineteen hundred ei ghty-one and

ni net een hundred ei ghty-five 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-five, after excluding

i npatient operating costs related to services provided to beneficiaries
of title XVIIl of the federal social security act (nedicare), for such
di screte area in excess of the hospital's conparabl e conponent of

rei mbursabl e i npatient operating costs for its fiscal year ending in

ni net een hundred ei ghty-one, after excluding inpatient operating costs
related to services provided to beneficiaries of title XVIII1 of the
federal social security act (medicare), trended through nineteen hundred
eighty-five by the appropriate conponent 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 ti onal cost increases to be projected from ni neteen hundred
eighty-eight to the rate period by the applicable trend factor, to be
al | ocat ed anong general hospitals in accordance with the foll ow ng
met hodol ogy:

The additional increase of forty mllion dollars shall be allocated to
costs of general hospitals that are included in group categories
establ i shed pursuant to paragraph (b) of subdivision seven of this
section based on the ratio of the nineteen hundred ei ghty-eight
i nternmedi ate group operating costs of each such general hospital, and to
costs of general hospitals that are excluded fromthe case based paynent
per di agnosis-related group systemin accordance with paragraph (e) or
(g) of subdivision four of this section based on the ratio of the
ni net een hundred ei ghty-eight internedi ate operating costs of each such
general hospital, to the total sumof such internediate group operating



costs and internedi ate operating costs applied to the forty mllion
dol l ars. For purposes of this subparagraph, internediate group operating
costs of a general hospital shall be calculated in accordance with rules
and regul ati ons adopted by the council and approved by the comm ssioner
based on the reinbursable inpatient operating cost base determned in
accordance with paragraph (d) of this subdivision of such general
hospital ; adjusted to exclude operating costs related to specialized
hospi tal services for which an alternative rei nbursenment nethodology is
adopt ed pursuant to paragraph (e) or (g) or, if effective, (i) of
subdi vi sion four of this section; and trended to the ni neteen hundred

ei ghty-eight rate period by the trend factor determ ned in accordance

wi th subdivision ten of this section; and increased to reflect speci al
addi tional inpatient operating costs determ ned and allocated in
accordance with subparagraph (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 adjusted to exclude the conponents of the
trended rei nbursabl e inpatient operating cost base related to 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
subdi vi si on seven of this section and nal practice insurance costs, and

t he conponents of special additional inpatient operating costs

determ ned and all ocated in accordance with subparagraph (i) of this

par agr aph associated with cost increases in such costs. For purposes of
t hi s subparagraph, internedi ate operating costs of a general hospital
excluded fromthe case based paynent per diagnosis-related group system
shall be calculated in accordance with rules and regul ati ons adopted by
the council and approved by the comm ssioner based on the reinbursabl e

i npatient operating cost base determi ned in accordance w th paragraph
(d) of this subdivision of such general hospital; trended to the

ni net een hundred ei ghty-eight rate period by the trend factor determ ned
in accordance with subdivision ten of this section; and increased to
reflect special additional inpatient operating costs determ ned and

al l ocated in accordance with 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
provi si ons of paragraph (h) of subdivision four of this section; and



adj usted to exclude the conponents of the trended rei nbursable inpatient
operating cost base related to education, physician, anbul ance services
and organ acquisition costs determ ned consistent with the provisions of
subpar agraphs (i), (iii) and (iv) of paragraph (c) of subdivision seven
of this section and mal practice insurance costs, and the conponents of
speci al additional inpatient operating costs determ ned and allocated in
accordance with subparagraph (i) of this paragraph associated with cost
i ncreases in such costs.

(iii) 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 XVI11 of the federal social security act (nedicare). Such costs
i ncreases shall be projected from ni neteen hundred ni nety-one to
subsequent annual rate periods by the applicable trend factor, and shal
be al |l ocated anong general hospitals, except those general hospitals
whose base year for determ ning paynents for services in such facilities
i s nineteen hundred ei ghty-seven, in accordance with the follow ng

met hodol ogy:

(A) Up to two hundred twenty-two mllion dollars shall be allocated
for | abor adjustments. If the total of the adjustnments is | ess than two
hundred twenty-two mllion dollars, then the adjustnents shall be fully
funded. If the total of the adjustnents is nore than two hundred
twenty-two mllion dollars, then the adjustnent specified in accordance

with item (Il) of this clause shall be funded at the | ower of twenty
percent of the total anount allocated for | abor adjustnents or its
proportional share of the | abor adjustnments unless the | abor adjustnent
specified in item(l) of this clause is | ess than eighty percent of the
total anmount allocated for |abor adjustnents in which case the
adj ustment specified in item(Il1) of this clause shall be equal to the
di fference between two hundred twenty-two mllion dollars and the total
anount of the adjustment specified initem (1) of this clause.

(I') 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
adj ustment 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 fornms specified by the comm ssioner and
recei ved by the departnent no | ater 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 nineteen hundred ei ghty-eight
statew de nurse salary adjustnment 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

excl usively on regional experience. Such regional adjustnent shall not
be | ess than zero. Each individual hospital within a region shal
receive a portion of the regional adjustnent equal to its share of the
total inpatient and outpatient reinbursable operating costs for the
regi on excluding costs related to services provided to beneficiaries of
title XVI11 of the federal social security act (nedicare) and excl udi ng
di rect medi cal education costs.

(I'1) A portion of the anpbunt allocated for |abor adjustments shall be
for personnel costs other than those related to regi stered nurses
salaries and fringes and the ripple effect on other health care
prof essi onal s. Such adjustnent shall cover both inpatient and out patient
costs incurred, based on costs reported in a survey conducted by the
departnment for the period January first, nineteen hundred ninety through
June thirtieth, nineteen hundred ninety on fornms specified by the
commi ssi oner and received by the departnent no | ater than Novenber
first, nineteen hundred ninety, annualized, in excess of nineteen
hundred ei ghty-five personnel costs covered by this adjustnment trended
to nineteen hundred ninety and the annualized rate adjustnments approved
i n nineteen hundred ei ghty-nine for personnel costs covered by this
adj ustment for increased hospital costs to neet additional state
requi renents that becane effective July first, nineteen hundred
ei ghty-nine trended to nineteen hundred ninety by the appropriate
conponents of the trend factors adjusted to reflect the effect of the



annual i zati on of nineteen hundred ninety data and the result trended to
ni net een hundred ni nety-one and shall be based excl usively on regional
dat a.

(') I'n the event that federal financial participation in paynents
made for beneficiaries eligible for nmedical assistance under title XIX
of the federal social security act based upon the allocation and
adj ustment specified in itens (1) and (I1) of this clause related to
out patient costs as a conmponent of such paynents is not approved by the
federal government then such outpatient costs shall not be considered in
cal cul ati ng such adj ust nent.

(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 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.

(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 conm ssioner pursuant to regul ati ons approved
by the council. Conprehensive health care includes providing and/or
accomodati ng patients' health care needs at the appropriate |evels 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 providi ng conprehensive health care and the
size of the adjustnment shall include but not be limted to: clinic and
energency room vol une conpared to inpatient volunme (neasured using tota
vol une and/or volune related to nedicaid and nedi cally indigent
patients); nunber and type of clinic services offered; availability of
services; whether the general hospital is an Al DS designated center,
prenatal care assistance program provider, home health care provider
trauma center, burn center; whether the general hospital offers neonatal
i ntensi ve care services, dialysis services, birthing center backup
agreenents, AlIDS outpatient prograns, specific nental health, drug and
al cohol prograns including outpatient and energency services and those
desi gnat ed pursuant to section 9.39 of the nental hygiene | aw, 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 governnent because of the inclusion of outpatient
services then such outpatient services shall not be considered in

cal cul ating such adjustnent. If such exclusion results in the allocation
for this adjustnent not being spent, then any unspent portion shall be
real l ocated to further fund the adjustnents specified in clauses (D) and
(E) of this subparagraph in the sanme proportion as their original

f undi ng.

(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 ei ghty-nine cost incurred in excess of the trend factor between
ni net een hundred ei ghty-five and ni neteen 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
al l ocation. Such discrete cost areas shall include but not be limted
to: infectious and other waste disposal costs, universal precautions,
wor ki ng capital interest costs, costs for asbestos renoval, costs of |ow
osnolality contrast media, nalpractice costs, water and sewer charges,
anbul ance costs and costs related to designation as a traunma center. For
pur poses of this clause, nineteen hundred ei ghty-nine cost incurred in
excess of the trend factor between nineteen hundred ei ghty-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 ei ghty-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
di screte area in excess of the hospital's conparabl e conponent of
rei mbursabl e i npatient operating costs for its fiscal year ending in
ni net een hundred ei ghty-five, after excluding inpatient operating costs
related to services provided to beneficiaries of title XVIIIl of the
federal social security act (medicare), trended through nineteen hundred
ei ghty-nine by the appropriate conponent of the trend factors and
adjusted to refl ect approved decreases or increases in inpatient
operating costs resulting fromall rate adjustnents.



(I'1) Any funds allocated under this clause and not distributed
pursuant to item (l) of this clause shall be allocated for the
following: to reinburse for a portion of the cost increases incurred
above the trend factor between ni neteen hundred ei ghty-one and ni net een
hundred ei ghty-five for those discrete cost areas specified in the |ast
par agr aph of subparagraph (i) of paragraph (e) of this subdivision as
added by chapter two of the | aws of nineteen hundred ei ghty-ei ght and
not reinbursed in accordance with such paragraph. Such funds shall be
al l ocated to general hospitals in the same manner as specified in such
par agr aph.

(F) Seven mllion two hundred thousand dollars shall be allocated to
account for the increase in the nunber of patients admtted through the
energency room and the high costs of treating such patients which has
resulted in an increase in severity within diagnosis rel ated groups.
Such funds shall be allocated to general hospitals based on the nineteen
hundr ed ei ghty-ni ne hospital -specific data on increased adm ssi ons
t hrough t he energency room si nce ni neteen hundred ei ghty-one, excl uding
t hose adnmissions related to providing services to beneficiaries of title
XVIIl 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 |ess certified acute care
beds and classified as a rural hospital for purposes of determning
paynment for inpatient acute care services provided to beneficiaries of
title XVI11 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 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
ni nety.

(H One mllion dollars shall be allocated to assist general hospitals
i nvolved in a nerger, acquisition, or consolidation in neeting the costs
associated with such nerger, acquisition, or consolidation on or after
January first, nineteen hundred ninety-one. The conm ssioner shall nake
rate adjustnents for such all ocations.

(I') Five hundred thousand dollars shall be allocated for a
practitioner placenent programto assist general hospitals in the



pl acement of physicians and other health care practitioners to practice
primary health care and/or dentistry in underserved areas, to serve the
nmedi cal |y needy, and including services with affiliated community based
provi ders. The comm ssioner shall make rate adjustnments for such

al I ocations. Notw t hstandi ng any i nconsistent provision of this

subdi vision, this clause shall not apply in rate periods comenci ng on
or after January first, nineteen hundred ninety-four.

(iv) Cost increases pursuant to this subparagraph shall be made for
t he ni neteen hundred ninety-four 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), (ii) and (iii) of this paragraph.
Such costs shall in the aggregate be one hundred seventy-three mllion
dol I ars exclusive of costs related to services provided to beneficiaries
of title XVIIl of the federal social security act (medicare). Such cost
i ncreases shall be projected from nineteen hundred ninety-four to
subsequent annual rate periods by the applicable trend factor, and shal
be all ocated anpbng general hospitals in accordance with the foll ow ng
met hodol ogy:

(A) Forty-six million dollars shall be allocated to the costs of
general hospitals for treating tubercul osis 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 million dollars shall be allocated for |abor
adj ustnments in accordance with the foll ow ng nethodol ogy:
(I') Fifty-five mllion dollars shall be for |abor 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 XVIIIl of the
federal social security act (nedicare) and excluding direct nedical
education costs.

(I'1) Eight mllion dollars of the amobunt to be allocated for |abor
adj ustnments pursuant to this clause shall be distributed to general
hospitals located in the counties of Uster, Sullivan, O ange, Dutchess,



Put nam Rockl and, Col unmbi a, Del aware and Westchester, to account for
prior disproportionate increases in unreinbursed |abor costs. Each

i ndi 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
| ocated in the above-referenced counties excluding costs related to
services provided to beneficiaries of title XVIIl of the federal social
security act (nedicare) and excluding direct nedical education costs.

(C Fifty-five mllion dollars shall be allocated to the costs of
i ncreased activities related to regulatory conpliance, universal
precautions and infection control related to AIDS, tuberculosis, and
ot her infectious diseases, including the training of enployees with
regard to infection control, and for infectious and ot her waste di sposal
costs. A fixed anmount per bed shall be allocated to the costs of each
general hospital based on the total nunber 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:

(I') Two hundred fifty dollars per bed shall be allocated to the costs
of each general hospital having two hundred or |ess certified acute care
beds and classified as a rural hospital for purposes of determning
paynment for inpatient services provided to beneficiaries of title XVIII
of the federal social security act (nedicare) or under state
regul ations, in recognition of the unique costs incurred by these
facilities in conplying with state regul ati ons, 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 August twenty-fourth, nineteen hundred
ni nety-three.

(I'l) The remai 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
beneficiaries of title XVIII of the federal social security act
(medi care) or under state regulations, in recognition of the unique



costs incurred by these facilities to provide hospital services in
renote or sparsely popul ated areas, according to the follow ng
met hodol ogy:

(1) the net incone, 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 nunber of inpatient beds for which such hospital is
certified pursuant to the operating certificate issued for such hospital
i n accordance with section two thousand ei ght hundred five of this
article in effect on June thirtieth, nineteen hundred ninety, and such
resulting products for all such hospitals shall be sunmed, 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 fromthe conputation in subitem
three above is |l ess than zero, then the absol ute 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
i ssued for such hospital in accordance with section two thousand ei ght
hundred five of this chapter in effect on June thirtieth, nineteen
hundred ni nety, such product shall be multiplied by one hundred fifty
dol I ars, and such resulting anmount shall be such hospital's adjustnent
pursuant to this clause;

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

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

(E) Three mllion dollars shall be allocated to assist general
hospitals involved in a nerger, acquisition, or consolidation in meeting



the costs associated with such nmerger, acquisition, or consolidation on
or after January first, nineteen hundred ninety-four. The conm ssi oner
shall make rate adjustnments for such allocations.

(F) (I) One mllion five hundred thousand dollars shall be all ocated
for enhanced rates for general hospitals participating within a rural
heal th network as defined in subdivision two 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 commi 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 XI X of the federal social security act in expenditures
made for eligible patients, including pooling arrangenents and vol une
adj ust nents, provided, however that such enhanced rates shall not affect
the cal culation for any other general hospital of the group price
conponent cal cul ated pursuant to subparagraph (i) of paragraph (a) of
subdi vi si on seven of this section.

(I'1) One miIlion five hundred thousand dollars shall be allocated for
enhanced rates for general hospitals participating within a central
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
servi ces 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 XI X of the federal social security act in expenditures
made for eligible patients, including pooling arrangenents and vol une
adj ust nents, provided, however that such enhanced rates shall not affect
the cal culation for any other general hospital of the group price
conponent cal cul ated pursuant to subparagraph (i) of paragraph (a) of
subdi vi si on seven of this section.

(f) The comm ssioner and the state director of the budget shal
consider providing a supplenentary increase to general hospital
rei mbursabl e i npati ent 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
reasonabl e and necessary suppl enentary cost increases in general

hospi tal operating costs for such rate period or periods based on

i ncreased m ni mrum st andards and procedures relating to general hospital
operating certificates adopted by the council and approved by the

commi ssioner or state initiatives related to recruitnment or maintenance
of an appropriate | evel of personnel providing professional services to
patients. Any such supplenentary increase shall be allocated to costs of
general hospitals in accordance with rules and regul ati ons adopted by
the council and approved by the conm ssi oner.

(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
hundr ed ei ghty-seven through Decenber thirty-first, nineteen hundred
ei ghty-seven excludi ng di scharges of beneficiaries of title XVIII1 of the
federal social security act (medicare) and adjusted as provided in
specific provisions of this section, or the nunmber of such patient
di scharges during a recent twelve nonth period prior thereto established
by regul ati on 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) Notwi thstandi ng any inconsistent provision of this section,
comenci ng April first, nineteen hundred ninety-five:

(i) rates of paynent for patients eligible for paynents nade by state
gover nment al agenci es shall be reduced by the comm ssioner to reflect an
exclusion fromrei nbursabl e inpatient operating costs conmenci ng Apri
first, nineteen hundred ninety-five of the special additional inpatient
operating costs determ ned and al |l ocated 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
t echnol ogy advances in accordance with subparagraph (i) of paragraph (e)
of this subdivision; and

(ii) general hospitals may not request and the conm ssioner shall not
consi der any pending or further appeals for an adjustnment to rates of
paynment based on costs associated with technol ogy advances and changes
i n medical practice and such adjustnents to rei nbursable inpatient



operating costs pursuant to clause (C) of subparagraph (iv) of paragraph
(e) of this subdivision.

(iii) Notw thstanding the foregoing, or any other provision of this
section, the comm ssioner may establish pass through paynents, or other
appropri ate net hodol ogi es, for the period ending Decenber thirty-first,
two thousand three for innovative nedical device advances for which the
federal centers for nedicare and nedi caid services adopts new codes to
the hospital inpatient prospective paynent systemprior to the federal
food and drug adm nistration's approval of such nedical device.

* NB Expired March 31, 2011

(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 commencing April first, two thousand eight, and each state
fiscal year thereafter through March thirty-first, two thousand ni ne,
and for the period April first, two thousand nine through Novenber
thirtieth, two thousand ni ne, provided, however, that for the period
April first, two thousand ni ne 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 medical assistance rates
of paynment cal cul ated pursuant to this section for public hospitals
ot her than non-state public hospitals located in a city with a
popul ati on of nore than one mllion persons, that neet the targeted
medi cai d di scharge percentage in accordance with the nethodol ogy set
forth in subparagraph (ii) of this paragraph. For purposes of this
par agr aph, "targeted nedicaid di scharge percentage"” shall nean that at
| east seventeen and one-half percent of a public hospital's total
di scharges were patients eligible for paynents under the nedical
assi stance program pursuant to title eleven of article five of the
soci al services law, including those enrolled in health naintenance
organi zations, and patients eligible for paynents under the famly
heal t h plus program pursuant to title eleven-D of article five of the
soci al services law, based on data reported in such hospital's
institutional cost report submtted for the two thousand four period and
filed with the departnent by Novenber first, two thousand six. Any
hospital that neets the filing deadline shall have until June first, two



t housand seven to submit revised and corrected data schedul es in such
i nstitutional cost report which established eligibility for such
adj usted rate.

(ii) The aggregate anount of rate adjustnents cal cul ated pursuant to
t hi s paragraph shall not exceed six mllion dollars for each rate
period. Such amount shall be allocated proportionally based on the
rel ati ve nunbers of nedicaid di scharges anong those public hospitals
eligible for rate adjustnents in accordance wi th subparagraph (i) of
t hi s paragraph based on each such hospital's reported nedi cal assistance
data specified in subparagraph (i) of this paragraph. Such anmpunts shal
be included as an add-on to nedi cal assistance inpatient rates of
payment, excluding exenpt unit rates, and shall not be reconciled to
refl ect changes in medical 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 ei ght, and each state
fiscal year thereafter through March thirty-first, two thousand nine and
for the period April first, two thousand nine through Novenber
thirtieth, two thousand ni ne, provided, however, that for the period
April first, two thousand ni ne 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 medical assistance rates
of paynent cal cul ated pursuant to this section for voluntary hospitals
ot her than voluntary hospitals located in a city with a popul ati on of
nore than one mllion persons that neet the targeted nedicaid di scharge
percentage in accordance with the nmethodol ogy set forth in subparagraph
(ii) of this paragraph. For purposes of this paragraph, "targeted
Medi cai d di scharge percentage” shall nean between seventeen and one- hal f
percent and thirty-five percent of a voluntary hospital's total
di scharges were patients eligible for paynents under the nedical
assi stance program pursuant to title eleven of article five of the
soci al services law, including those enrolled in health naintenance
organi zations, and patients eligible for paynents under the famly
heal t h plus program pursuant to title eleven-D of article five of the



soci al services |law, based on data reported in such hospital's

i nstitutional cost report submtted for the two thousand four period and
filed with the departnent by Novenber first, two thousand six. Any
hospital that neets the filing deadline shall have until June first, two
t housand seven to submit revised and corrected data schedul es in such

i nstitutional cost report which established eligibility for such

adj usted rate.

(ii) The aggregate anount of rate adjustnents cal cul ated pursuant to
t hi 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 with subparagraph (i) of this
par agr aph based on each such hospital's reported nedi cal assistance data
specified in subparagraph (i) of this paragraph. Such anmounts shall be
i ncluded as an add-on to nedi cal assistance inpatient rates of paynent,
excl uding exenpt unit 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 conm 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 followi ng periods and in the foll ow ng anounts
in order to ensure meani ngful 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, two thousand seven through Decenber
thirty-first, tw thousand seven, thirty-eight mllion dollars shall be
al l 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 medicaid inpatient discharges,
as reported in each hospital's two thousand four institutional cost
report, as submitted 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 ei ght through March
thirty-first, two thousand nine, and each state fiscal year thereafter
t hrough Novenber thirtieth, two thousand nine, thirty-eight mllion



dollars shall be allocated on an annualized basis for such purpose to
such hospitals in accordance with the nethodol ogy set forth in
subpar agraph (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,
t he conmi ssioner shall adjust inpatient nedical assistance rates of
paynment cal cul ated pursuant to this section for general hospitals
| ocated in the counties of Nassau and Suffol k in accordance with the
nmet hodol ogy set forth in subparagraph (ii) of this paragraph. For
pur poses of this paragraph, "nedicaid inpatient discharges" shall nean
the total nunmber 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,
i ncluding those enrolled in health naintenance organi zati ons, 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 departnent
by Novenber first, two thousand six.

(ii) The amount of rate adjustnents cal cul ated pursuant to this
par agr aph shall not exceed five mllion dollars in the aggregate
annual ly. Such anmount shall be allocated proportionally based on the
rel ati ve nunbers of nedicaid di scharges anong those general hospitals
eligible for rate adjustnments in accordance wi th subparagraph (i) of
t hi s paragraph based on each such hospital's reported nedi cal assistance
data specified in subparagraph (i) of this paragraph. Such anmpunts shal
be included as an add-on to nedi cal assistance inpatient rates of
payment, excluding exenpt unit rates, and shall not be reconciled to
refl ect changes in nedical assistance utilization between two thousand
four and the current rate year.



2. Special paynent rate methodol ogy agreenents, negotiated rates. (a)
Any paynent rate nethodol ogy agreenent negoti ated between a self-insured
and sel f-adm nistered 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
sel f-adm nistered fund related in interest to such fund through nerger,
consolidation or corporate reorgani zati on subsequent to May first,
ni net een hundred eighty-five, as long as any revision to such
nmet hodol ogy does not provide nore of an econom ¢ advantage to the fund
than the previous agreenent. A general hospital which has any such
agreenent shall file with the conm ssioner information regardi ng each
such agreenent, as may be required by regul ati ons adopted by the counci
and approved by the commi ssioner.

(b)(i) Nothing in this section shall prohibit the establishnment of
speci al paynent rate nethodol ogies in arrangenents between general
hospi tal s and heal th mai nt enance organi zati ons operating in accordance
with the provisions of article forty-three of the insurance |aw or
article forty-four of this chapter, provided the conm ssioner has been
notified of the proposed arrangenent, has revi ewed such proposed
arrangenent and has issued his witten approval of the arrangenent. The
commi ssi oner shall not approve such an arrangenent if it would result in
paynments to a general hospital for inpatient services provided to
subscri bers of health mai ntenance organi zati ons which in the aggregate
are |l ess than what otherw se woul d have been pai d under the provisions
of this section, unless the health maintenance organi zati on denonstrates
that such | ower paynents are justified because the arrangenment wil|l
result in lower costs to the general hospital, and the paynents
approxi mate costs. Such arrangenments may be approved by the comm ssioner
to: integrate the nedical delivery functions of the health naintenance
organi zation with the medical delivery functions of the hospital,
including but not limted to joint staffing arrangenents or
pre-adm ssion testing arrangenents; or integrate the nethod of paynent
and financial incentives to the hospital with the nethod of paynent and
financial incentives to physicians or other providers in the health
mai nt enance organi zation; or integrate the method of paynent and
financial incentives to the hospital with the health maintenance



organi zation, including, but not limted to, bed | easing or capitation
paynments. Notw t hstandi ng any i nconsistent provision of this section,
for periods beginning on or after January first, nineteen hundred

ni nety-four, negoti ated agreenents between heal th mai ntenance

organi zati ons and general hospitals which were approved by the
commi ssi oner and which were in effect on Decenber thirty-first, nineteen
hundred ni nety-three, nay conti nue.

(ii) Notwi thstanding any inconsistent provisions of this section,
heal t h mai nt enance organi zati ons operating in accordance with the
provisions of article forty-three of the insurance law or article
forty-four of this chapter, having enrollees eligible for inpatient
general hospital paynments as beneficiaries of title XVIII of the federal
soci al 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 (nedicare).

(c) Special paynment rate nethodol ogy 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 arrangenents with
a general hospital for inpatient rates of paynent other than those
established in accordance with this section shall be negoti at ed.

* (d) Notwi thstandi ng any inconsistent provision of |aw, the
provi si ons of paragraphs (a), (b) and (c) of this subdivision shall not
apply to paynents for patients discharged on or after January first,
ni net een hundred ni nety-seven.

* NB Expires Decenber 31, 2029

3. Diagnosis-related groups and weights. (a) The comm ssi oner shal
establish as a basis for case classification for case based rates of
paynment the same 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 social
security act (nedicare) in effect on the first day of July in the year
preceding the rate period. However, the council nmay adopt rul es and
regul ati ons, subject to the approval of the conm ssioner, to adjust such
di agnosi s-rel ated groups or establish additional diagnosis-related
groups to reflect subsequent revisions applicable to reinbursenent for
di scharges of beneficiaries of title XVIII of the federal social



security act (nedicare) effective subsequent to the first day of July in
the year preceding the rate period, or to identify nedically appropriate
patterns of health resource use efficiently and econom cally provided.
No such regul ati ons, however, except those to reflect subsequent

revi sions applicable to reinbursenent for discharges of beneficiaries of
title XVI11 of the federal social security act (nmedicare) or for changes
made to di agnosi s-rel ated groups for neonatal services and services to
acquired i nmune deficiency syndronme (AIDS) patients shall apply to the
rate period begi nning January first, nineteen hundred eighty-eight. For
subsequent rate periods regul ati ons other than those to reflect
subsequent revisions applicable to rei nbursenment for discharges of
beneficiaries of title XVIII of the federal social security act
(medicare) may in addition apply to changes to the di agnosis-rel ated
groups for other services, including but not limted to, pediatric
services; provided, however, that psychiatric and rehabilitation
services shall not be included.

Not wi t hst andi ng secti on one hundred twel ve or one hundred seventy-four
of the state finance |aw or any other law, rule or regulation to the
contrary, the conm ssioner nmay contract with a vendor for nom nal
consideration to devel op the specifications for the adjusted or
addi ti onal diagnosis-related groups if the conm ssioner certifies to the
conptroller that such contract is in the best interest of the health of
t he people of the state. Notw thstandi ng that such specifications shal
be avail abl e 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
subj ect to copyright protection pursuant to federal copyright |aw.

(b) The net hodol ogy for assignnment of patient discharges within
di agnosi s-rel at ed groups applicable for purposes of determ ning paynents
for discharges of beneficiaries of title XVIIl of the federal soci al
security act (nedicare) in effect on the first day of July in the year
preceding the rate period, revised to reflect such adjustnents as nay be
made to the diagnosis-related group classification system pursuant to
paragraph (a) of this subdivision, shall be applied to assign specific
patient discharges within the diagnosis-rel ated groups established
pursuant to paragraph (a) of this subdivision. The council nay adopt



rul es and regul ati ons, subject to the approval of the comm ssioner, to
revi se the net hodol ogy for the assignnment of specific patient discharges
wi thin the diagnosis-related groups to reflect revisions to the

nmet hodol ogy applicable for purposes of determ ning paynents for

di scharges of beneficiaries of title XVIII of the federal social
security act (nedicare) effective subsequent to the first day of July in
the year preceding the rate period.

* (c) (i) The commi ssioner shall determ ne an appropriate wei ghting
factor for each diagnosis-related group which reflects the relative
general hospital resources used by all patients, other than
beneficiaries of title XVIII of the federal social security act
(medicare), with respect to discharges classified within that
di agnosi s-rel ated group conpared to discharges classified within other
di agnosi s-rel ated groups. For rate periods during the period January
first, nineteen hundred ei ghty-eight through Decenmber thirty-first,
ni net een hundred ninety, the appropriate weighting factor for each
di agnosi s-rel ated group shall be determ ned using ni neteen hundred
eighty-five costs and statistics for a representative sanple of genera
hospitals. For rate periods during the period January first, nineteen
hundred ni nety-one through Decenber thirty-first, nineteen hundred
ni nety-three, the appropriate weighting factor for each
di agnosi s-rel ated group shall be determ ned using ni neteen hundred
ei ghty-nine costs and statistics for a representative sanple of general
hospitals. For rate periods during the period January first, nineteen
hundred ni nety-four through Decenber thirty-first, nineteen hundred
ni nety-ni ne and on and after January first, two thousand through
Decenber thirty-first, two thousand seven, the appropriate wei ghting
factor for each diagnosis-related group shall be determ ned using
ni net een hundred ninety-two costs and statistics for a representative
sanpl e of general hospitals. For rate periods on and after January
first, two thousand eight, the appropriate weighting factor for each
di agnosi s-rel ated group shall be determ ned using two thousand four
costs and statistics for a representative sanple of general hospitals,
and, further, the conmputation of the group average arithnetic inlier
| engt h- of -stays for each diagnostic related group, as otherw se
determ ned in accordance with applicable regulations, shall utilize two
t housand four data as reported to the departnent, and, be based on a



representative sanple of general hospitals, and further, the short-stay
and |l ong-stay |length-of-stay trinpoints, as otherw se determned in
accordance with applicable regulations, shall be conputed utilizing two
t housand four data as reported to the departnment and based on a
representative sanpl e of general hospitals. Provided however, that if
t he departnent does not rel ease updated data and docunentati on descri bed
i n subparagraph (iii) of this paragraph, the effective rate period shal
be April 1, 2008. Discharges and costs related to the exceptions to case
payment provided in accordance with paragraphs (e), (g) and (i) of
subdi vi sion four of this section shall be elimnated fromthe costs and
statistics used in determ ning the appropriate weighting factors, while
the cost factor related to the exception provided in paragraph (h) of
subdi vi sion four of this section shall be elimnated. The costs and
statistics for the case paynent 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 paragraph (c) of subdivision six
of this section. Costs related to education, physician, anbul ance
services and organ acquisition identified consistent with the provisions
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
commi ssi oner issues rate certifications pursuant to subdivision four of
section twenty-eight hundred seven of this article the comm ssioner
shal | expeditiously make avail able for inspection by general hospitals
and payors the data, consistent with appropriate departnment procedures
for the release and protection of confidential data, and the nethodol ogy
utilized to determ ne the appropriate weighting factors.

(ii) Notwi thstanding any contrary provision of |aw, the case m X
adj ustnment 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 determ ned in accordance w th subdivision four
of this section and as otherw se conputed in accordance with applicable
regul ati ons, shall, for periods on and after January first, two thousand
ei ght, be conputed utilizing the diagnosis-related group classification
systemin effect for the rate year for inpatient case based nedicaid



rates of paynment and the related per day cost weights cal cul ated using
two thousand four data as reported to the departnent and based on a
representative sanpl e of general hospitals. For rate periods on and
after the two thousand el even rate period, such case m x adjustnent

shall utilize the same base period data as determ ned in accordance with
par agraph (e) of this subdivision.

(iii) The departnent shall, by no later than June first, two thousand
seven, neke available to hospital industry representatives rel evant
updat ed data and docunentation that the departnent will utilize, in

accordance with this paragraph, in devel opi ng appropriate service
intensity weights for each diagnosis-related group for the two thousand
eight rate period. The department will thereafter consult with hospital
i ndustry representatives in devel oping regulations to inplenment the
utilization of such updated service intensity weight data applicable to
rate periods on and after two thousand eight. If it is deened
appropriate by the conm ssioner, in consultation with hospital industry
representatives, such regulations may provide for the phase-in over a
period of tinme of the application of such updated data in determning
Medi caid rates on and after two thousand ei ght, provided, however, that
t he 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
commi ssi oner shall issue a report to the governor and the | egislature
describing the updated data utilization applicable, in accordance with
the provisions of this paragraph, to periods on and after two thousand
ei ght and setting forth the factors considered in developing it.

* NB Effective until Decenber 31, 2029

* (c) The comm ssioner shall determ ne an appropriate wei ghting factor
for each diagnosis-related group which reflects the relative genera
hospital resources used by all patients, other than beneficiaries of
title XVI11 of the federal social security act (nedicare), with respect
to discharges classified within that diagnosis-related group conpared to
di scharges classified within other diagnosis-related groups. For rate
periods during the period January first, nineteen hundred ei ghty-eight
t hrough Decenber thirty-first, nineteen hundred ninety, the appropriate
wei ghting factor for each diagnosis-related group shall be determ ned
usi ng ni neteen 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
thirty-first, nineteen hundred ninety-three, the appropriate weighting
factor for each diagnosis-related group shall be determ ned using
ni net een hundred ei ghty-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 June thirtieth, nineteen
hundred ni nety-six, the appropriate weighting factor for each
di agnosi s-rel ated group shall be determ ned using ni neteen hundred
ninety-two costs and statistics for a representative sanple of general
hospitals. Discharges and costs related to the exceptions to case
payment provided in accordance with paragraphs (e), (g) and (i) of
subdi vi sion four of this section shall be elimnated fromthe costs and
statistics used in determ ning the appropriate weighting factors, while
the cost factor related to the exception provided in paragraph (h) of
subdi vi sion four of this section shall be elimnated. The costs and
statistics for the case paynent 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 paragraph (c) of subdivision six
of this section. Costs related to education, physician, anbul ance
services and organ acquisition identified consistent with the provisions
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
commi ssi oner issues rate certifications pursuant to subdivision four of
section twenty-eight hundred seven of this chapter the comm ssioner
shal | expeditiously make avail able for inspection by general hospitals
and payors the data, consistent with appropriate departnment procedures
for the release and protection of confidential data, and the nethodol ogy
utilized to determ ne the appropriate weighting factors.

* NB Effective Decenber 31, 2029

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



subdi vi sion six of this section.

(e) The appropriate weighting factor for each diagnosis-rel ated group,
the group average arithnetic inlier |ength-of-stays for each
di agnosi s-rel ated group, and the short-stay and | ong-stay | ength-of-stay
trinmpoints shall, by no later than the two thousand el even rate period,
be based on reported costs and statistics froma representative sanple
of general hospitals froma base period no earlier than two thousand
seven. Thereafter, the base period reported costs and statistics
utilized for such purposes shall be updated no |l ess 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 commi ssi oner shal
establish, in accordance with rules and regul ati ons adopted by the
council and approved by the comm ssioner, a paynent dispute resolution
systemto resol ve di sputes 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 conm ssioner shall designate the use of a uniform set
of guidelines for determi ning the application of particul ar
di agnosi s-rel ated group categories to particular patients which may
i ncl ude gui del i nes published by associations, universities or other
organi zati ons. The dispute resolution process shall apply to all payors
of hospital services described in paragraphs (a), (b) and (c) of
subdi vi sion one of this section, including patients or payors which pay
hospi tal s' charges or coinsurance, provided, however, such process shal
not include paynents made for persons eligible for paynents as
beneficiaries of title XVIII of the federal social security act
(medicare) as a patients' prinmary payor or paynments made pursuant to
title eleven of article five of the social services |aw, provided that
this exception shall not include paynents for nedical assistance
partici pants in health maintenance organi zations or prepaid health
services plans. A payor of hospital services included in paragraph (a)
of subdivision one of this section may serve as, or designate, the
review agent for their subscribers, beneficiaries or enrolled nenbers
for an initial review and a reconsideration review but the final step in
such di spute resolution process shall be an independent party unrel ated



to the payor which party shall be approved by the conm ssioner pursuant
to this section

* NB Effective until Decenmber 31, 2029

* The conmi ssioner shall establish, in accordance with rules and
regul ati ons adopted by the council and approved by the conm ssioner, a
paynment di spute resolution systemto resolve disputes between payors of
i npatient hospital services and general hospitals for patients
di scharged on or after January first, nineteen hundred ninety-one. The
commi ssi oner shall designate the use of a uniformset of guidelines for
determ ning the application of particular diagnosis-related group
categories to particular patients which may include guidelines published
by associ ations, universities or other organi zations. The dispute
resol uti on 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
coi nsurance, provided, however, such process shall not include paynents
made for persons eligible for paynents as beneficiaries of title XVl
of the federal social security act (nedicare) as a patients' primary
payor or paynments nade pursuant to title eleven of article five of the
soci al services law, provided that this exception shall not include
paynments for nedical assistance participants in health naintenance
organi zati ons or prepaid health services plans. A payor of hospital
services included in paragraph (a) of subdivision one of this section
may serve as, or designate, the review agent for their subscribers,
beneficiaries or enrolled nenbers for an initial review and a
reconsi deration review but the final step in such dispute resol ution
process shall be an independent party unrelated to the payor which party
shal | be approved by the conm ssioner pursuant to this section.

* NB Effective Decenber 31, 2029

In the event a third party payor or patient desires to challenge the
appropriateness of a bill for hospital services rendered by a general
hospital for a particular patient, or in the event a general hospital
desires to challenge the appropriateness of a paynent by a third party
payor on behalf of a particular patient, then either the hospital or the
payor may subnmit the question to the dispute resolution process
established pursuant to this subdivision. The disputes submtted for



resolution nmay include the appropriateness of the application of a
particul ar di agnosi s-related group category, as described in subdivision
three of this section, to a particular patient; the appropriate
classification and paynment 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 paynent for services should be,
based on nedi cal necessity or other reasons, nmade as a case paynent or
paynment as a nodification of a case paynent; whether paynent shoul d
appropriately be made pursuant to an alternative rei nbursenent

nmet hodol ogy aut hori zed in accordance with paragraph (e) or (h) of
subdi vi sion four of this section and the paynment for such services;

whet her paynent for services rendered by a general hospital should be
appropriately, based on nedical necessity or other reasons, nade as
paynment for inpatient care or paynent for outpatient care and the
paynment for such services; or whether the hospital stay should be
classified as a readm ssion as defined in accordance with regul ati ons
adopt ed pursuant to paragraph (1) of subdivision eleven of this section
and the paynent for such stay.

The di spute resol ution system established shall provide for an initial
review and a reconsideration review. The council shall adopt necessary
rul es and regul ati ons, subject to the approval of the comm ssioner,
including but not limted to those for deternmining 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
reconsi deration review, the procedures for notification of all parties
i nvolved in the dispute upon initiation of a dispute resolution review
or any reconsideration review, tinme limts for resolving disputes; the
establ i shment of dispute resolution and reconsideration fees; and
requi red docunents to be submtted including the hospital bill in
di spute, a copy of the patient medical record, or so nmuch thereof as nay
be required, and a statenent of issues including the basis for the
di spute. During a dispute resolution review or any reconsideration
review, a party may present docunentation or evidence in support of its
position regarding the appropriate diagnosis-related group to which the
patient discharge should be assigned or the proper paynent for the case.
The conmi ssioner shall approve a statewi de utilization review



organi zation or regional utilization review organization to conduct and
determ ne such dispute resolution reviews including any reconsi deration
reviews in accordance with paragraph (b) of this subdivision. Every
general hospital bill issued for a patient discharged on or after
January first, nineteen hundred ninety-one other than for discharges of
patients eligible for nedical assistance pursuant to title el even of
article five of the social services |aw subject to case based paynents
determ ned pursuant to this section based on di agnosis-rel ated group
assi gned or nmaxi mum hospital charges for a case determ ned pursuant to
this section based on diagnhosis-rel ated group assigned shall include or
be acconpanied by a notice of the paynment dispute resolution system
provi ded, however, that 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 regul ati ons adopted by the
council and approved by the conmm ssioner.

(b) The comm ssioner shall approve a statewide utilization review
organi zation or regional utilization review organizations to conduct and
determ ne di spute 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 zati on nust
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 tinely manner, the organization
shall agree to provide ready access by the conm ssioner to all data,
records and information it collects and maintains concerning its review
activities under this subdivision, the organization shall agree to
provide to the comm ssioner such data, information and reports as the
commi ssi oner determ nes necessary to evaluate the revi ew process
provi ded pursuant to this subdivision, the organization shall provide
assurances that review personnel shall not have a conflict of interest
i n conducting a review based on payor, hospital or professional
affiliation, and the organi zati on neets such other performance and
efficiency criteria regarding the conduct of reviews pursuant to this
subdi vi si on established by the comm ssioner. The conmm ssi oner nay
wi t hdraw approval of a utilization review organization where such



organi zation fails to continue to neet approval criteria established
pursuant to this paragraph. A utilization review organization approved
pursuant to this paragraph shall be authorized to receive and revi ew
patient medical records and shall devel op and inpl enent appropriate
procedures to maintain confidentiality of such patient nedical records.

(c) Upon resolution of a paynent dispute in accordance with this
par agraph, 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 paynment dispute resolution review or any
reconsi deration review nust submt to the utilization review
organi zation a dispute resolution fee established to recover the costs
related to the conduct of the initial dispute resolution reviews or a
reconsi deration review fee established to recover the costs related to
t he conduct of such reconsideration reviews, except that for payors in
par agraph (a) of subdivision one of this section which serve as or
designate the review agent for their subscribers, beneficiaries, or
enrol |l ed menbers a fee shall be charged only for the final step in the
di spute resolution process. Upon resolution of a paynent dispute in
accordance with this subdivision in favor of the payor, the anount due
to the hospital by a payor based upon the hospital bill shall be reduced
by the amount of any fee paid pursuant to this paragraph by such payor.
Upon resol ution of a paynent dispute in accordance with this subdivision
in favor of the general hospital, the amobunt 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.

(f)(i) Whenever the anmount of paynment nade by a payor to a general
hospital is |less than the anmount of paynent due determ ned by a
utilization review organi zation in accordance with this subdivision,
general hospitals in accordance with paragraph (d) of subdivision el even
of this section may include financing or working capital charges on such
bal ance owed to the general hospital by a payor.

(ii) Wenever the anmount of paynment nade by a payor to a general
hospital is in excess of the amobunt of paynent due determ ned by a



utilization review organi zation 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 fromthe date of paynment of such excess anount. Interest
shall not be applied to excess anobunts owed to third party payors
participating in an advance paynent system

(g) For paynent anounts eligible for paynent dispute resolution

pursuant to this subdivision, a general hospital shall not bill a
patient or pursue collection efforts against a patient for the
di fference between a hospital bill and the paynent made on such bill by

a payor within the payor categories specified in paragraph (a), (b) or
(c) of subdivision one of this section, except for uncovered services hy
a payor, deductibles and coi nsurance based on maxi num hospital charges
cal cul at ed based on the undi sputed anount of the hospital bill, until
final decision of the utilization review organization. Nothing in this
subdi vi sion shall be construed to prohibit a general hospital from

i ssuing an informational bill to a patient regarding such difference

bet ween the hospital bill and the paynent nade 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 conmm ssioner to conduct and determi ne dispute resolution
reviews in accordance with 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
par agraph (a) of subdivision one of this section which serves as or
designates the review agent for their subscribers, beneficiaries or
enrol | ed menbers upon the final step in the dispute resolution process
as to the questions 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
bi ndi ng upon the jury or, in a case tried without a jury, upon the trial
court, but shall be considered prina facie evidence to establish the
facts resolved by the utilization review organi zati on.

4. Modifications and exceptions to case paynent rates. Case based
rates of paynent shall be nodified and per diemor other unit of service



paynments shall be provided, or exceptions shall be nade to case
paynments, in accordance with rules and regul ati ons adopted by the
council and approved by the conm ssioner, in the follow ng

ci rcunst ances:

(a) where a case that is eligible for paynent under the case based
paynment systemis transferred between general hospitals, the receiving
hospital shall be reinbursed its total case paynent anount for the
di agnosi s-rel ated group (including any paynents made in accordance with
this subdivision), and the transferring hospital shall receive
rei mbursenent on a basis consistent with the nethodol ogy devel oped for
the elimnation of transfer patient costs in accordance with
subpar agraph (i) of paragraph (c) of subdivision six of this section
pl us additions contained in subparagraph (ii) of paragraph (a) of
subdi vi sion one of this section on a per diembasis. The paynent to a
transferring general hospital shall not exceed the case paynent anount
for the diagnosis-related group conputed in accordance with this
secti on;

(b) where the cost per case for a patient that does not qualify for
payment pursuant to paragraph (a) or (d) of this subdivisionis 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 nmultiplied by six, the paynment 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
basi ¢ case paynent rate for the diagnosis-related group rmultiplied by
two or the overall hospital-specific cost per case multiplied by six. In
determ ni ng whether a case qualifies for paynment under this paragraph,
prospective rate adjustnments made in accordance with paragraph (c) of
subdi vi sion el even of this section to reflect the retroactive inpact of
an adjustment on prior rates, shall be excluded. Wiere a case qualifies
for paynment pursuant to both this paragraph and paragraph (c) of this
subdi vi si on then paynent shall be nade in accordance with this paragraph
i f such paynent exceeds that which would be nade in accordance with
paragraph (c) of this subdivision. The general hospital's costs per case
shall be conputed 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 wi th subparagraph (iii) of
par agraph (c) of subdivision six of this section. Wiere a case qualifies
for paynment pursuant to both this paragraph and paragraph (b) of this
subdi vi si on then paynent shall be nade in accordance w th paragraph (b)
of this subdivision if such paynment exceeds that which would be made in
accordance with 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, paynent to
t he general hospital shall be on a basis consistent with the nethodol ogy
devel oped for the elimnation of short stay patient costs in accordance
wi t h 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
sanme day of admi ssion, or the day after adm ssion except for those stays
where the statew de nean length of stay for the diagnosis-related group
is less than three days, or whose hospital stay is not greater than
twenty percent of the statew de nean | ength of stay for the
di agnosi s-rel ated group with which the patient is identified, excluding
normal newborn cases and nornal deliveries;

(e) in cases where a general hospital or distinct unit of a general
hospital is not or would not have been rei nbursed on a case based
paynment per diagnosis-related group for inpatient services provided on
or before Decenber thirty-first, two thousand one, to beneficiaries of
title XVI11 of the federal social security act (nedicare), reinbursenent
shall be on a per diembasis conmputed 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
unit's rei nmbursabl e inpatient operating cost base, determned in
accordance 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 w th subparagraphs (i), (iii) and (iv) of paragraph (e) of
subdi vi sion one of this section to reflect special additional inpatient
operating costs, and adjusted to exclude a factor for operating costs of
patients who required an alternate | evel of care devel oped consi stent

wi th the provisions of paragraph (h) of this subdivision, and increased
for excluded general hospitals to reflect the product of the group
category percentage anount applicable for purposes of determ ning 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 agnosis-related group applied to such excluded general hospital's
addi ti onal cost increases determ ned in accordance with subparagraph
(ii) of paragraph (e) of subdivision one of this section, and adjusted
on a payor category basis to reflect allocation of mal practice insurance
costs in accordance with the methodol ogy devel oped pursuant to

subpar agraph (ii) of paragraph (h) of subdivision eleven of this
section, for those patients included in the payor categories pursuant to
t he provisions of paragraph (a) or (b) of subdivision one of this
section; provided, however, for those patients included in the payor
categories pursuant to the provisions of paragraph (b) of subdivision
one of this section paynent shall be at the per diem paynent to the
hospital or distinct unit of the hospital for services provided to
subscri bers 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 by five percent, as the
case nmay be; provided further, however, for those general hospitals that
are not reinbursed on a case-based paynent per diagnosis-related group
for inpatient services provided to beneficiaries of title XVIIlI of the
federal social security act (medicare) as a result of their designation
by the secretary of health and hunman services as a conprehensive cancer
hospital or as a result 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 paynent
to reflect costs incurred subsequent to ni neteen 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



subdi vi sion one of this section applied pursuant to this paragraph shal
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

par agraph (a) of subdivision two of this section, paynent shall be on
the basis of the hospital's charge schedule, Iimted to one hundred
twenty percent of the total per diem paynent that woul d have been nade
if the patient were included in the payor categories pursuant to the
provi si ons of paragraph (b) of subdivision one of this section. Rates of
paynment 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 all owances specified in subparagraphs (ii) and
(iii) of paragraph (a) of subdivision one of this section. |In adopting
regul ati ons for purposes of determ ning rates of paynent for psychiatric
services pursuant to this paragraph, the council and the comr ssioner
shal | consider the advice of the comm ssioner of nental health and nay
i nclude case m x and ot her adjustnents for such rates of paynent. The
comm ssi oner 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 subnmitted to the governor, the

| egi sl ature and the conmi ssioner of health by January first, nineteen
hundred ni nety-three. Recommendations for alternative financing shal
take into consideration nethods to i nprove access to inpatient care for
seriously nentally ill persons.

(e-1) Notwi thstandi ng any inconsistent provision of paragraph (e) of
t hi s subdi vision or any other contrary provision of |aw and subject to
the availability of federal financial participation, per diemrates of
paynment by governnmental agencies for a general hospital or a distinct
unit of a general hospital for inpatient psychiatric services that woul d
ot herwi se be subject to the provisions of paragraph (e) of this
subdi vision shall, with regard to days of service associated with
adm ssions occurring on and after April first, two thousand ten, be in
accordance with the foll ow ng:

(i) For rate periods on or after April first, tw thousand ten, the
commi ssioner, in consultation with the conm ssioner of the office of
mental health, shall pronul gate regul ations, and may pronul gate
energency regul ati ons, establishing nethodol ogi es for determ ning the



operating cost conponents of rates of paynents for services described in
t hi s paragraph. The comm ssi oner may nmake such adjustnents to the

nmet hodol ogy for conputing such rates as i s necessary to achieve no
aggregate, net growh in overall Medicaid expenditures related to such
rates, as conpared to such aggregate expenditures fromthe prior year.
In determ ning the updated base year to be utilized pursuant to this
subpar agr aph, the comm ssioner shall take into account the base year
determ ned in accordance with paragraph (c) of subdivision thirty-five
of this section.

Furt hernore, the conm ssioner shall establish such rates in
consultation with industry representatives to achieve an appropriate
base year update to the operating cost conmponents of rates of paynent
for services described in this paragraph and that takes into account
facility cost, m x of services, and patient specific conditions.

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

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

(e-2) Notwi thstandi ng any inconsistent provision of paragraph (e) of
t hi s subdi vision or any other contrary provision of |aw and subject to
the availability of federal financial participation, per diemrates of
payment by governnmental agencies for inpatient services provided by a
general hospital or a distinct unit of a general hospital for services,
as described bel ow, that woul d ot herwi se be subject to the 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 foll ow ng:

(i) For physical nedical rehabilitation services and for chem cal
dependency rehabilitation services, the operating cost component of such
rates shall reflect the use of two thousand five operating costs for
each respective category of services as reported by each facility to the
departnment prior to July first, two thousand nine and as adjusted for
i nflation pursuant to paragraph (c) of subdivision ten of this section,



as otherw se nodified by any applicable statute, provided, however, that
such two thousand five reported operating costs, but not including
reported direct nedical education cost, shall, for rate-setting

pur poses, 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 (iv) of paragraph
(1) of this subdivision; and provided, further, that for physical

medi cal rehabilitation services, the comm ssioner is authorized to nmake
adj ustnments to such rates for the purposes of reinbursing pediatric
ventil ator services.

(ii) For services provided by rural hospitals designated as critical
access hospitals in accordance with title XVIIl of the federal soci al
security act, the operating cost conponent of such rates shall reflect
the use of two thousand five operating costs as reported by each
facility to the departnment prior to July first, two thousand nine and as
adjusted for inflation pursuant to paragraph (c) of subdivision ten 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
desi gnat ed hospital s statew de.

(iii) For inpatient services provided by specialty long 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 conponent of such rates shall reflect the use of two
t housand five operating costs for each respective category of facility
as reported by each facility to the departnment prior to July first, two
t housand nine and as adjusted for inflation pursuant to paragraph (c) of
subdi vision ten of this section, as otherw se nodified by any applicable
statutes.

(iv) For facilities designated by the federal departnent of health and
hunman servi ces as exenpt acute care children's hospitals as of Decenber
thirty-first, tw thousand eight, for which a discrete institutional
cost report was filed for the two thousand seven cal endar year, and
whi ch has reported Medi caid discharges greater than fifty percent of
total discharges in such cost report, shall be determi 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, tw thousand nine and as adj usted
for the inflation pursuant to paragraph (c) of subdivision ten of this
section, as otherw se nodified by any applicable statutes, and as
further adjusted as the conm ssioner deens appropriate, including
transition adjustnents. Such rates shall be determ ned on a per case
basis or per diembasis, as set forth in regulations promnul gated by the
commi 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 departnent prior to Decenber first,
two thousand ei ght, and shall include such adjustnments as the
commi ssi oner deens appropriate.

(C The base period reported operating costs used to establish
i npatient 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 conmm ssioner nay
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 ot her 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
operating conponent of outpatient specialty rates of hospitals subject
to this subparagraph shall be determ ned by the conm ssioner pursuant to
regul ati ons, including energency regulations, and in consultation with
such specialty outpatient facilities, provided however, that for the
peri od begi nning Cctober first, two thousand thirteen through Septenber
thirtieth, two thousand fourteen, services provided to patients enrolled
i n medi cai d managed care shall be paid by the nedicaid nanaged care
plans at no |less than the otherw se applicable nedicaid fee-for-service
rates, as conputed in accordance with clause (B) of this subparagraph
for the period beginning October 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.

(E) For facilities subject to the provisions of this subparagraph, the



departnment shall examine the feasibility of reinbursing such facilities
for services provided to children eligible for medical assistance on a
non-fee-for-service basis. For purposes of this clause,
"non-fee-for-service" shall be defined as an alternative paynent nethod
to bundle certain services rendered by such facility, including

i npatient, outpatient, specialty outpatient and physician services, in
anounts determ ned by the comm ssioner. The departnent shall exam ne:

(a) what services could be provided pursuant to the
non-fee-for-service basis;

(b) how to ensure, for children enrolled in Medicaid nanaged care,
that their health plans can continue to assist in the coordination of
their care, particularly upon discharge frominpatient, outpatient or
specialty outpatient services; and

(c) whether incentives should be incorporated for nmeeting quality
benchmarks or achieving efficiencies in the delivery and coordi nati on of
care or whet her other neans should be considered to achi eve these
obj ecti ves.

The departnent shall provide a report of its findings and
reconmendati ons to the governor and | egislature no |ater than March
first, two thousand fifteen.

(v) Rates established pursuant to this paragraph shall be deened as
excl udi ng rei nbursenent for physician services for inpatient services
and clains for Medicaid fee paynents for such physician services for
such inpatient care may be submtted separately fromthe rate in
accordance with otherw se applicable | aw.

(vi) 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 of this section.

(vii) The conmm ssioner may promnul gate regul ati ons, includi ng energency
regul ati ons, inplenenting the provisions of this paragraph, and,
further, such regulations may provide for an update of the base year
costs and statistics used to conmpute such rates, provided, however, that
such base year update shall take effect no earlier than April first, two
t housand fifteen, and provided further, however, that the comm ssioner
may nmake such adjustnents to such utilization and to the nethodol ogy for
conmputing such rates as is necessary to achi eve no aggregate, net growth



in overall Medicaid expenditures related to such rates, as conpared to
such aggregate expenditures fromthe prior year. In determning the
updat ed base year to be utilized pursuant to this subparagraph, the
commi ssi oner shall take into account the base year determined in
accordance with paragraph (c) of subdivision thirty-five of this

secti on.

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

(i x) The operating cost component of inpatient nedicaid rates subject
to subparagraphs (i), (ii) and (iii) of this paragraph shall, with
regard to alternative | evel of care (ALC) days of care be subject to
conmput ati on pursuant to paragraph (h) 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-ei ght 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 paynent for inpatient services provided to beneficiaries
of title XVIIl of the federal social security act (medicare) or under
state regul ati ons, such general hospital nay at its option have its
rei mbursabl e i npati ent 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 rei nbursable inpatient
operating cost per discharge determined in accordance w th subdivi sion
six of this section; provided however, comrencing April first, nineteen
hundred ni nety-six the reinbursable inpatient operating cost conponent
of case based rates of paynent per diagnosis-related group for patients
eligible for paynents made by state governnmental agencies shall be
reduced by five percent to encourage inproved productivity and
ef ficiency. Such election shall not alter the calculation of the group
price component cal cul ated pursuant to subparagraph (i) of paragraph (a)
of subdivision seven of this section;

* NB There are 2 par. (f)'s



* (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-ei ght 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 paynent for inpatient services provided to beneficiaries
of title XVIIl of the federal social security act (medicare) or under
state regul ati ons, such general hospital nay at its option have its
rei mbursabl e i npati ent operating cost conponent of case based rates of
payment per diagnosis-related group based one hundred percent on the
general hospital's hospital-specific average reinbursable inpatient
operating cost per discharge determi ned 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
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 paynents nade by state governnental agencies shal
be reduced by five percent; and

(ii) conmencing August first, nineteen hundred ninety-six through
March thirty-first, nineteen hundred ninety-seven, the reinbursable
i npati ent operating cost conponent 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 paynents nade by state governnental agencies shal
be reduced by two and five-tenths percent; and

(iii) comrencing April first, nineteen hundred ninety-seven through
March thirty-first, nineteen hundred ninety-nine and conmencing July
first, nineteen hundred ninety-nine through March thirty-first, two
t housand and April first, two thousand through March thirty-first, two
t housand five and for periods conmencing April first, two thousand five
through March thirty-first, two thousand six and for periods conmencing
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 commencing on and after April first, two thousand nine
through March thirty-first, two thousand el even, the reinbursable

i npati ent operating cost conponent 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 paynents nade by state governnental agencies shal
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 conmponent cal cul ated pursuant to

subpar agraph (i) of paragraph (a) of subdivision seven of this section;

* NB Effective until Decenmber 31, 2029

* (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-ei ght 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 paynent for inpatient services provided to beneficiaries
of title XVIIl of the federal social security act (medicare) or under
state regul ati ons, such general hospital nay at its option have its
rei mbursabl e i npati ent operating cost conponent of case based rates of
payment per diagnosis-related group based one hundred percent on the
general hospital's hospital-specific average rei nbursable 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
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 paynents nade by state governnental agencies shal
be reduced by five percent; and

(ii) conmencing August first, nineteen hundred ninety-six through
March thirty-first, nineteen hundred ninety-seven, the reinbursable
i npati ent operating cost conponent 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 paynents nade by state governnental agencies shal
be reduced by two and five-tenths percent; and

(iii) comrencing April first, nineteen hundred ni nety-seven through
March thirty-first, nineteen hundred ninety-nine and conmencing July
first, nineteen hundred ninety-nine through March thirty-first, two
t housand, the reinbursable inpatient operating cost conponent of case
based rates of paynent per diagnosis-related group, excluding any
operating cost conponents related to direct and indirect expenses of
graduat e nmedi cal education, for patients eligible for paynents made by
state governnental agencies shall be reduced by three and thirty-three
hundr edt hs percent to encourage inproved productivity and efficiency.
Such election shall not alter the cal culation of the group price
conponent cal cul ated pursuant to subparagraph (i) of paragraph (a) of
subdi vi si on seven of this section;

* NB Effective and expires Decenber 31, 2029

* (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-ei ght 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 paynent for inpatient services provided to beneficiaries
of title XVIIl of the federal social security act (medicare) or under
state regul ati ons, such general hospital nay at its option have its
rei mbursabl e i npati ent 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 rei nbursable inpatient
operating cost per discharge determined in accordance w th subdivi sion
six of this section. Such election shall not alter the cal cul ati on of
the group price conponent cal cul ated pursuant to subparagraph (i) of
par agraph (a) of subdivision seven of this section;

* NB Effective Decenber 31, 2029

* NB There are 2 par (f)'s

(g) in cases where general hospitals or distinct units of general
hospital s, 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 ustnent to case based paynent rates. An exclusion or adjustnent shal



be provided only where the council, subject to the approval of the
commi ssi oner, determ nes that the case based rates of paynment determ ned
in accordance with this section would not reflect nedically appropriate
patterns of health resource use for such general hospital services
efficiently and econom cally provided. If an exclusion is provided, then
t he rei nbursenent provisions contained in paragraph (e) of this
subdi vi sion shall apply. The comm ssioner shall provide to the counci

an analysis of the effect of case based paynents on rural general
hospital s and the council, subject to the above criteria and the
approval of the comm ssioner, may exclude for any of the annual rate
peri ods begi nning on or after January first, nineteen hundred

ei ghty-ei ght any of these general hospitals fromcase based paynents or
provi de an adjustnment to the case based paynents in addition to that

aut hori zed in accordance with paragraph (f) of this subdivision;

(h) where alternate |evel of care (ALC) days are provided, a factor as
determ ned i n subparagraph (i) of this paragraph for the costs of these
patients in a general hospital shall not be included in conputations
relating to the determ nation of general hospital case based rates of
payment 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 nedically
necessary, but that post-hospital extended care services are nedically
necessary and are being provided by the general hospital. Separate rates
of paynent shall be established for such patients based on the | evel of
care required and shall reflect: (i) operating costs based on the
ni net een hundred ei ghty-seven regi onal average operating cost conponent
of rates of paynment for hospital based residential health care
facilities determ ned in accordance with section twenty-eight hundred
eight of this article and trended to the rate period, and (ii) additions
cont ai ned in subparagraph (iii) of paragraph (a) of subdivision one of
this section. In the event that federal financial participation in
paynments nade for beneficiaries eligible for nmedical assistance 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 i mune deficiency syndrone (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
commi ssi oner;

(j) where general hospitals or distinct units of general hospitals are
excluded fromor receive an adjustnent to case based paynents per
di agnosi s-rel ated group in accordance with paragraph (e), (f) or (g) of
t hi s subdi vi sion, reinbursenent shall continue to be calculated in
accordance with such paragraph until the beginning of the rate period
i medi ately followi ng the date when the general hospital or the distinct
unit of the general hospital is no | onger excluded fromor no | onger
recei ves an adjustnent to case based paynents per di agnosis-rel ated
group for inpatient services provided to beneficiaries of title XVIIl of
the federal social security act (nmedicare), or until appropriate
di agnosi s-rel at ed groups have been devel oped for the specialized service
provi ded 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 anount inclusive of high cost and high
| ength of stay outlier costs. The nineteen hundred ei ghty-seven base
year cost, trended, volune adjusted and case m x adjusted where
applicable to nineteen hundred ninety-two, trended will be utilized to
determ ne the rate of paynent effective January first, nineteen hundred
ni nety-four. Commencing April first, nineteen hundred ninety-six, the
operating cost conponent of rates of paynment for patients eligible for
paynments 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
specialty weighting incentive towards prinmary care pursuant to
subpar agraph (ii) of paragraph (a) of subdivision twenty-five of this
secti on.

* NB There are 2 par (k)'s

* (k) for facilities designated by the federal departnent 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 anount inclusive of high cost and high
| ength of stay outlier costs. The nineteen hundred ei ghty-seven base
year cost, trended, volune adjusted and case m x adjusted where
applicable to nineteen hundred ninety-two, trended will be utilized to
determ ne the rate of paynent effective January first, nineteen hundred
ni nety-four.

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

(ii) conmencing August first, nineteen hundred ninety-six through
March thirty-first, nineteen hundred ninety-seven the operating cost
conponent of rates of paynent, excluding any operating cost components
related to direct and indirect expenses of graduate medi cal educati on,
for patients eligible for paynents nmade by a state governnental agency
shall be reduced by two and five-tenths percent; and

(iii) comrencing April first, nineteen hundred ni nety-seven through
March thirty-first, nineteen hundred ninety-nine and conmencing July
first, nineteen hundred ninety-nine through March thirty-first, two
t housand and April first, two thousand through March thirty-first, two
t housand five and comencing April first, two thousand five through
March thirty-first, two thousand six, and for periods comrenci hg on and
after April first, two 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, two thousand nine, and for
periods commenci ng on and after April first, two thousand nine through
March thirty-first, two thousand el even, the operating cost conponent of
rates of paynent, excluding any operating cost conponents related to
direct and indirect expenses of graduate nedical education, for patients
eligible for paynents made by a state governnmental 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



i ncentive towards primary care pursuant to subparagraph (ii) of
par agraph (a) of subdivision twenty-five of this section.

* NB Effective until Decenmber 31, 2029

* (k) for facilities designated by the federal departnent 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 anount inclusive of high cost and high
| ength of stay outlier costs. The nineteen hundred ei ghty-seven base
year cost, trended, volune adjusted and case m x adjusted where
applicable to nineteen hundred ninety-two, trended will be utilized to
determ ne the rate of paynent effective January first, nineteen hundred
ni nety-four.

(i) Commencing April first, nineteen hundred ninety-six through July
thirty-first, nineteen hundred ninety-six, 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 paynents made by a state governmental agency shall be
reduced by five percent; and

(ii) conmencing 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 components
related to direct and indirect expenses of graduate medi cal educati on,
for patients eligible for paynents nmade by a state governnental agency
shall be reduced by two and five-tenths percent; and

(iii) comrencing April first, nineteen hundred ninety-seven through
March thirty-first, nineteen hundred ninety-nine and conmencing July
first, nineteen hundred ninety-nine through March thirty-first, two
t housand, the operating cost conponent of rates of paynent, excl uding
any operating cost conponents related to direct and indirect expenses of
graduat e nmedi cal education, for patients eligible for paynents made by a
state governnental agency shall be reduced by three and thirty-three
hundr edt hs percent to encourage inproved productivity and efficiency.
The facility will be eligible to receive the financial incentives for
t he physician specialty weighting incentive towards primry care
pursuant to subparagraph (ii) of paragraph (a) of subdivision
twenty-five of this section.

* NB Effective and expires Decenber 31, 2029



* (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 anount inclusive of high cost and high
| ength of stay outlier costs. The nineteen hundred ei ghty-seven base
year cost, trended, volune adjusted and case m x adjusted where

applicable to nineteen hundred ninety-two, trended will be utilized to
determ ne the rate of paynent effective January first, nineteen hundred
ninety-four. The facility will be eligible to receive the financi al

i ncentives for the physician specialty weighting incentive towards
primary care pursuant to subparagraph (ii) of paragraph (a) of
subdi vi sion twenty-five of this section.

* NB Effective Decenber 31, 2029

* NB There are 2 par (k)'s

(1) Notwi thstandi ng any i nconsistent provision of this section and
subject to the availability of federal financial participation, rates of
payment by governmental agencies for general hospitals which are
certified by the office of alcoholismand substance abuse services to
provi de i npatient detoxification and withdrawal services and, with
regard to inpatient services provided to patients di scharged 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, tw thousand ni ne, seventy-five percent of the operating
cost conmponent of such rates of paynents shall reflect the operating
cost conponent of rates of paynent effective for Decenber thirty-first,
two thousand seven, as adjusted for inflation pursuant to paragraph (c)
of subdivision ten of this section, as otherw se nodi fied by any
applicable 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 eight and as conputed in
accordance with the provisions of subparagraph (iv) of this paragraph;

(ii) for the period April first, tw thousand ni ne through March
thirty-first, two thousand ten, thirty-seven and five tenths percent of
t he operating cost conponent of such rates of paynment shall reflect the



operating cost conponent of rates of paynment effective Decenber
thirty-first, tw thousand seven, as adjusted for inflation pursuant to
par agraph (c) of subdivision ten of this section, as otherw se nodified
by any applicable statutes, and sixty-two and five tenths percent of
such rates of paynent 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 accordance with the provisions of
subpar agraph (iv) of this paragraph;

(iii) for periods on and after April first, tw 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 departnent prior to two thousand ei ght and as conputed in accordance
wi th the provisions of subparagraph (iv) of this paragraph.

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

(A) For each of the regions within the state as described in cl ause
(E) of this subparagraph the comm ssioner shall determ ne the average
per diem cost incurred by general hospitals in that region subject to
the provisions of this paragraph with regard to inpatients requiring
nmedi cal | y managed detoxification services, as defined by applicable
regul ati ons pronul gated by the office of alcoholismand substance abuse
services. In determning such costs the comm ssioner shall utilize two
t housand six costs and statistics as reported by such hospitals to the
departnment prior to two thousand eight.

(B) Per diempaynents for inpatients requiring nedically managed
i npati ent detoxification services shall reflect one hundred percent of
t he per diem amounts conputed pursuant to clause (A) of this
subpar agraph for the applicable region in which the facility is |ocated
and as trended forward to adjust for inflation, provided however, that
such paynents shall be reduced by fifty percent for any such services
provi ded on or after the sixth day of services through the tenth day of
services, and further provided that no paynents shall be made for any
services provided on or after the el eventh day.

(C Per diempaynents for inpatients requiring nedically supervised



wi t hdrawal services, as defined by applicable regul ations promnul gated by
the of fice of al coholismand substance abuse services, shall reflect one
hundred percent of the per diem anbunts 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, tw 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 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 and after the el eventh day.

(D) Per diempaynents for inpatients placed in observation beds, as
defined by applicable regulations pronmul gated by the office of
al cohol i sm and substance abuse services, shall be at the sane |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 which paynents for such inpatients shall reflect their
designation as requiring either nedically nmanaged detoxification
services or nedically supervised wi thdrawal services, and further
provi ded that days of care provided in such observation beds shall, for
rei mbur senent purposes, be fully reflected in the conmputation of the
initial five days of care as set forth in clauses (A) and (B) of this
subpar agr aph.

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

(I') 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 Suff ol k;

(') Northern metropolitan, 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, Montgomery, Renssel aer, Saratoga, Schenect ady,
Schoharie, Warren and Washi ngt on;

(V) Uica/Watertown, consisting of the counties of Franklin, Herkinmer,



Lewi s, OGswego, Otsego, St. Lawence, Jefferson, Chenango, Madi son and
Onei da;

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

(VIl) Rochester, consisting of Monroe, Ontario, Livingston, Wayne and
Yat es;

(VII'1) Western, consisting of the counties of Allegany, Cattaraugus,
Chaut auqua, Erie, Genesee, Niagara, Ol eans and Woni ng.

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

(v) the comm ssioner may promul gate regul ations, including energency
regul ati ons, providing for an update of the base year costs and
statistics used to conpute rates of paynent pursuant to this paragraph,
provi ded, however, that such base year update shall take effect no
earlier than April first, two thousand fifteen, and provided further,
however, that the conm ssioner nay nake such adjustnents to such
utilization and to the nethodol ogy for computing such rates as is
necessary to achi eve no aggregate, net growth in overall Medicaid
expenditures related to such rates, as conpared to such aggregate
expenditures fromthe prior year. In determning the updated base year
to be utilized pursuant to this subparagraph, the conm ssioner shal
take into account the base year determ ned in accordance wth paragraph
(c) of subdivision thirty-five of this section.

5. Rei nbursabl e inpatient operating cost conponent. (a) The
rei mbursabl e i npati ent operating cost conponent of case based rates of
paynment per diagnosis-related group for general hospital inpatient
hospi tal services shall be the product of the average rei nbursable
i npati ent operating cost per discharge deternmi ned in accordance with
par agraph (b) of this subdivision, adjusted by a third-party payor of
hospi tal services for uncovered services by such payor, and the
wei ghting factors determ ned in accordance with paragraph (c) of
subdi vi sion three of this section.

(b) (i) For the rate year January first, nineteen hundred ei ghty-eight
t hrough Decenber thirty-first, nineteen hundred ei ghty-eight, average
rei mbursabl e i npati ent operating cost per discharge shall be a conposite



sum of no |l ess than ninety percent of the general hospital's
hospi tal -specific average rei nbursabl e inpatient operating cost per

di scharge determ ned in accordance with paragraph (a) of subdivision six
of this section and a percentage anount not to exceed ten percent of the
general hospital's group category average inpatient reinbursable
operating cost per discharge (price) determ ned in accordance with

par agraph (a) of subdivision seven of this section such that the
conposite sum equal s one hundred percent.

(ii) For the rate year commrenci ng January first, nineteen hundred
ei ghty-ni ne, average rei nbursabl e inpatient operating cost per discharge
shall be a conposite sumof no |l ess than seventy-five percent of the
general hospital's hospital-specific average reinbursable inpatient
operating cost per discharge determi 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
i npatient reinbursabl e operating cost per discharge (price) determ ned
i n accordance with paragraph (a) of subdivision seven of this section,
such that the conposite sum equal s one hundred percent.

(iii) Except as provided in clause (C) of this subparagraph, for
annual rate years commencing on or after January first, nineteen hundred
ni nety, average rei nmbursabl e inpatient operating cost per discharge
shall be a conposite sumof no less than forty-five percent of the
general hospital's hospital-specific average rei nbursable inpatient
operating cost per discharge deternmi ned in accordance w 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 npatient reinbursabl e operating cost per discharge (price) determ ned
i n accordance with 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
subpar agraph (iv) of this paragraph, for annual rate years comenci ng on
or after January first, nineteen hundred ninety, average reinbursable
i npati ent operating cost per discharge shall be a conposite sum of no
| ess than forty-five percent of the general hospital's hospital-specific
average rei mbursabl e inpatient operating cost per discharge determ ned
i n accordance with 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 inpatient reinbursable operating cost
per discharge (price) determ ned in accordance with paragraph (a) of
subdi vi si on seven of this section, such that the conposite sum equal s
one hundred percent.

** NB There are 2 clause (A)'s

** (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 rei mbursabl e inpatient operating cost per discharge shall be a
conposite sumof no less than forty-five percent of the genera
hospital's hospital -specific average rei nbursable inpatient operating
cost per discharge determ ned in accordance with paragraph (a) of
subdi vision six of this section and a percentage anount not to exceed
fifty-five percent of the general hospital's group category average
i npatient reinbursabl e operating cost per discharge (price) determ ned
i n accordance with paragraph (a) of subdivision seven of this section,
such that the conposite sum equal s one hundred percent.

** NB Effective until Decenber 31, 2029

** (A) Except as provided in clause (B) of this subparagraph, for
annual rate years commencing on or after January first, nineteen hundred
ni nety, average rei nmbursabl e inpatient operating cost per discharge
shall be a conposite sumof no less than forty-five percent of the
general hospital's hospital-specific average rei nbursable inpatient
operating cost per discharge deternmi ned in accordance w 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 npatient reinbursabl e operating cost per discharge (price) determ ned
i n accordance with paragraph (a) of subdivision seven of this section,
such that the conposite sum equal s one hundred percent.

** NB Effective Decenber 31, 2029

** NB There are 2 clause (A)'s

* (B) For discharges on or after April first, nineteen hundred
ni nety-five for purposes of reinbursenment of inpatient hospital services
for patients eligible for paynents made by state governnental agencies
assigned to one of the twenty nost common di agnosi s-rel ated 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



determ ned in accordance with clause (A) of this subparagraph or (I11)
t he average anmount determ ned in accordance with clause (A) of this
subpar agraph for all general hospitals in the group category to which
the hospital is assigned. The twenty nost comon di agnosi s-rel ated
groups shall be determ ned using discharge data for the year two years
prior to the rate year for all general hospitals, excluding
beneficiaries of title XVIII of the federal social security act
(medi care) and patients assigned to diagnosis related groups for hunan
i mmunodeficiency virus (HV) infection, acquired i nmune deficiency
syndrone, al cohol/drug use or al cohol/drug induced organic nental
di sorders, and exenpt unit or exenpt hospital patients.

* NB Expired March 31, 2011

* (O (1) For discharges on or after July first, two thousand six
t hrough Decenber thirty-first, two thousand six, and subject to the
avai lability of federal financial participation, rates of paynent by
state governnental agencies to Westchester nedical center shall be
i ncreased by an aggregate anount of twenty-five mllion dollars to
assi st the nmedical center to maintain critically needed health care
servi ces.

(I'l) For discharges on or after January first, two thousand seven
t hrough Decenber thirty-first, two thousand seven, and subject to the
avai lability of federal financial participation, rates of paynent by
state governnental agencies to Westchester nedical center shall be
i ncreased by an aggregate anmount of twenty-five mllion dollars to
assi st the nmedical center to maintain critically needed health care
servi ces.

(') For discharges on or after January first, two thousand ei ght
t hrough Decenber thirty-first, two thousand eight, and subject to the
avai lability of federal financial participation, rates of paynent by
state governnental agencies to Westchester nedical center shall be
i ncreased by an aggregate anmount of twenty-five mllion dollars to
assi st the nmedical center to maintain critically needed health care
servi ces.

* NB Expired March 31, 2011

* (iv) for discharges on or after April first, nineteen hundred
ni nety-si x for purposes of reinbursenent of inpatient hospital services
for patients eligible for paynents nmade by state governnental agencies,



t he average rei nbursable inpatient operating cost per discharge of a
general hospital shall be the sum of:

(A) the anpunt determ ned in accordance with clause (B) of
subparagraph (iii) of this paragraph, excluding the value of direct
nmedi cal education expenses, as defined in subparagraph (i) of paragraph
(c) of subdivision seven of this section, reflected in the general
hospital's hospital -specific average rei nbursable inpatient operating
cost per discharge and group category average inpatient reinbursable
operating cost per discharge, and excluding the value of forty-five
percent of the indirect nedical education expenses, as defined in
subpar agraph (ii) of paragraph (c) of subdivision seven of this section,
reflected in the general hospital's hospital specific average
rei mbursabl e i npati ent operating cost per discharge, and excluding the
value of fifty-five percent of the indirect nedical education expenses
reflected in a general hospital's group category average inpatient
rei mbur sabl e operati ng cost per discharge in accordance with subdivision
twenty-five of this section as anended,

(B) mnus five percent of the anpbunt 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 mbursabl e i npati ent operating cost per discharge and group category
average inpatient reinbursable operating cost per discharge;

(D) mnus five percent of the costs of hospital based physicians
reflected in the direct nmedical education amount determined in
accordance with clause (C) of this subparagraph;

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

(F) plus the value of fifty-five percent of the indirect mnedical
education expenses reflected in the general hospital's group category
average inpatient operating cost per discharge in accordance with
subdi vi sion twenty-five of this section as amended.

* NB There are 3 subpar (iv)'s



* (iv) for discharges on or after April first, nineteen hundred
ni nety-si x for purposes of reinbursenent of inpatient hospital services
for patients eligible for paynents nmade by state governnental agencies,
t he average rei nbursabl e inpatient operating cost per discharge of a
general hospital shall to encourage inproved productivity and efficiency
be the sum of:

(A) the anpunt determ ned in accordance with clause (B) of
subparagraph (iii) of this paragraph, excluding the value of direct
nmedi cal education expenses, as defined in subparagraph (i) of paragraph
(c) of subdivision seven of this section, reflected in the general
hospital's hospital -specific average rei nbursable inpatient operating
cost per discharge and group category average inpatient reinbursable
operating cost per discharge, and excluding the value of forty-five
percent of the indirect nedical education expenses, as defined in
subpar agraph (ii) of paragraph (c) of subdivision seven of this section,
reflected in the general hospital's hospital specific average
rei mbursabl e i npati ent operating cost per discharge, and excluding the
value of fifty-five percent of the indirect nedical education expenses
reflected in a general hospital's group category average inpatient
rei mbur sabl e operati ng cost per discharge in accordance with subdivision
twenty-five of this section as anended,

(B) mnus five percent of the anpbunt 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 mbursabl e i npati ent operating cost per discharge and group category
average inpatient reinbursable operating cost per discharge;

(D) mnus five percent of the costs of hospital based physicians
reflected in the direct nmedical education amount determined in
accordance with clause (C) of this subparagraph;

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

(F) plus the value of fifty-five percent of the indirect medical



education expenses reflected in the general hospital's group category
average inpatient operating cost per discharge in accordance with
subdi vi sion twenty-five of this section as amended.

* NB There are 3 subpar (iv)'s

* (iv) for discharges on or after April first, nineteen hundred
ni nety-si x through July thirty-first, nineteen hundred ninety-six for
pur poses of reinbursenent of inpatient hospital services for patients
eligible for paynents made by state governnmental agencies, the average
rei mbursabl e i npati ent operating cost per discharge of a general
hospital shall, to encourage inproved productivity and efficiency, be
t he sum of :

(A) the anpbunt determ ned in accordance with clause (B) of
subparagraph (iii) of this paragraph, excluding the value of direct
nmedi cal education expenses, as defined in subparagraph (i) of paragraph
(c) of subdivision seven of this section, reflected in the general
hospital's hospital -specific average rei nbursable inpatient operating
cost per discharge and group category average inpatient reinbursable
operating cost per discharge, and excluding the value of forty-five
percent of the indirect nedical education expenses, as defined in
subpar agraph (ii) of paragraph (c) of subdivision seven of this section,
reflected in the general hospital's hospital specific average
rei mbursabl e i npati ent operating cost per discharge, and excluding the
value of fifty-five percent of the indirect nedical education expenses
reflected in a general hospital's group category average inpatient
rei mbur sabl e operati ng 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 mbursabl e i npati ent operating cost per discharge and group category
average inpatient reinbursable operating cost per discharge;

(D) mnus five percent of the costs of hospital based physicians
reflected in the direct nmedical education amount determined in
accordance with clause (C) of this subparagraph;

(E) plus the value of forty-five percent of the indirect mnedical



educati on expenses, as defined in subparagraph (ii) of paragraph (c) of
subdi vi si on seven of this section, reflected in the general hospital's
hospi tal -specific average rei nbursabl e inpatient operating cost per
di scharge; and

(F) plus the value of fifty-five percent of the indirect nedical
education expenses reflected in the general hospital's group category
average inpatient operating cost per discharge in accordance with
subdi vi sion twenty-five of this section as anmended.

* NB Expires Decenber 31, 2029

* NB There are 3 subpar (iv)'s

* (v) for discharges on or after August first, nineteen hundred
ni nety-si x through March thirty-first, nineteen hundred ninety-seven for
pur poses of reinbursenent of inpatient hospital services for patients
eligible for paynents made by state governnmental agencies, the average
rei mbursabl e i npati ent operating cost per discharge of a general
hospital shall, to encourage inproved productivity and efficiency, be
t he sum of :

(A) the anpunt determ ned in accordance with clause (B) of
subparagraph (iii) of this paragraph, excluding the value of direct
nmedi cal education expenses, as defined in subparagraph (i) of paragraph
(c) of subdivision seven of this section, reflected in the general
hospital's hospital -specific average rei nbursable inpatient operating
cost per discharge and group category average inpatient reinbursable
operating cost per discharge, and excluding the value of forty-five
percent of the indirect nedical education expenses, as defined in
subpar agraph (ii) of paragraph (c) of subdivision seven of this section,
reflected in the general hospital's hospital specific average
rei mbursabl e i npati ent operating cost per discharge, and excluding the
value of fifty-five percent of the indirect nedical education expenses
reflected in a general hospital's group category average inpatient
rei mbur sabl e operati ng cost per discharge in accordance with subdivision
twenty-five of this section as anended,

(B) minus two and five-tenths percent of the anmpbunt determned in
accordance with clause (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 mbursabl e i npati ent operating cost per discharge and group category
average inpatient reinbursable operating cost per discharge;

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

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

(F) plus the value of fifty-five percent of the indirect medical
education expenses reflected in the general hospital's group category
average inpatient operating cost per discharge in accordance with
subdi vi sion twenty-five of this section as amended.

* NB Expires Decenber 31, 2029

* (vi) for discharges on or after April first, nineteen hundred
ni nety-seven through March thirty-first, nineteen hundred ninety-nine
and for discharges on or after July first, nineteen hundred ninety-nine
through March thirty-first, two thousand and for discharges on or after
April 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
April first, two thousand six through March thirty-first, two thousand
seven, and for discharges on or after April first, tw 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
t housand el even, for purposes of reinbursenent of inpatient hospital
services for patients eligible for paynents nmade by state governnenta
agenci es, the average rei nbursable inpatient operating cost per
di scharge of a general hospital shall, to encourage inproved
productivity and efficiency, be the sum of:

(A) the anpunt determ ned in accordance with clause (B) of
subparagraph (iii) of this paragraph, excluding the value of direct
nmedi cal education expenses, as defined in subparagraph (i) of paragraph
(c) of subdivision seven of this section, reflected in the general
hospital's hospital -specific average rei nbursable inpatient operating
cost per discharge and group category average inpatient reinbursable



operating cost per discharge, and excluding the value of forty-five
percent of the indirect nedical education expenses, as defined in

subpar agraph (ii) of paragraph (c) of subdivision seven of this section,
reflected in the general hospital's hospital-specific average

rei mbursabl e i npati ent operating cost per discharge, and excluding the
value of fifty-five percent of the indirect nedical education expenses
reflected in a general hospital's group category average inpatient

rei mbur sabl e operati ng cost per discharge in accordance with subdivision
twenty-five of this section as anended,

(B) minus three and thirty-three hundredths percent of the anount
determ ned in accordance with clause (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 mbursabl e i npati ent operating cost per discharge and group category
average inpatient reinbursable operating cost per discharge;

(D) mnus three and thirty-three hundredths percent of the costs of
hospi tal based physicians reflected in the direct medical education
anount determined in accordance with clause (C) of this subparagraph;

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

(F) plus the value of fifty-five percent of the indirect medical
education expenses reflected in the general hospital's group category
average inpatient operating cost per discharge in accordance with
subdi vi sion twenty-five of this section as amended.

* NB Effective until Decenmber 31, 2029

* (vi) for discharges on or after April first, nineteen hundred
ni nety-seven through March thirty-first, nineteen hundred ninety-nine
and for discharges on or after July first, nineteen hundred ninety-nine
through March thirty-first, two thousand for purposes of reinbursenent
of inpatient hospital services for patients eligible for paynents nade
by state governnental agencies, the average reinbursable inpatient
operating cost per discharge of a general hospital shall, to encourage
i mproved productivity and efficiency, be the sum of:



(A) the anpunt determ ned in accordance with clause (B) of
subparagraph (iii) of this paragraph, excluding the value of direct
nmedi cal education expenses, as defined in subparagraph (i) of paragraph
(c) of subdivision seven of this section, reflected in the general
hospital's hospital -specific average reinbursable inpatient operating
cost per discharge and group category average inpatient reinbursable
operating cost per discharge, and excluding the value of forty-five
percent of the indirect nedical education expenses, as defined in
subpar agraph (ii) of paragraph (c) of subdivision seven of this section,
reflected in the general hospital's hospital-specific average
rei mbursabl e i npati ent operating cost per discharge, and excluding the
value of fifty-five percent of the indirect nedical education expenses
reflected in a general hospital's group category average inpatient
rei mbur sabl e operati ng cost per discharge in accordance with subdivision
twenty-five of this section as anended,

(B) minus three and thirty-three hundredths percent of the anobunt
determ ned in accordance with clause (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 mbursabl e i npati ent operating cost per discharge and group category
average inpatient reinbursable operating cost per discharge;

(D) mnus three and thirty-three hundredths percent of the costs of
hospi tal based physicians reflected in the direct medical education
anount determined in accordance with clause (C) of this subparagraph;

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

(F) plus the value of fifty-five percent of the indirect medical
education expenses reflected in the general hospital's group category
average inpatient operating cost per discharge in accordance with
subdi vi sion twenty-five of this section as amended.

* NB Effective and expires Decenber 31, 2029

* (c) Notwi thstandi ng any inconsistent provision of this section,
comencing 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, two thousand and Apri
first, two thousand through March thirty-first, two thousand five and
for periods on and after April first, tw 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, rates of paynment for a general hospital for patients eligible
for paynents made by state governnental agencies shall be further
reduced by the conmm ssioner to encourage inproved productivity and
efficiency by providers by a factor determ ned as foll ows:

(i) an aggregate reduction shall be cal culated for each general
hospi tal conmencing July first, nineteen hundred ninety-six through
March thirty-first, nineteen hundred ninety-nine and July first,
ni net een hundred ni nety-nine through March thirty-first, two thousand
and April first, two thousand through March thirty-first, two thousand
five and for periods on and after April first, tw 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 i zed basis for each year, nultiplied by (B) the ratio of patient
days for patients eligible for paynents nmade by state governnenta
agencies provided in a base year two years prior to the rate year by a
general hospital, divided by the total of such patient days sunmed for
all 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 unit 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 payment for such exenpt
unit for patients eligible for paynents nade by state governnenta



agenci es for such general hospital; and

(iii) any amobunt not allocated to exenpt units shall be divided by
case based discharges (or for exenpt hospitals by patient days) in the
base year two years prior to the rate year for patients eligible for
paynments 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 governnenta
agenci es for such general hospital.

* NB Effective until Decenmber 31, 2029

* (c) Notwi thstandi ng any inconsistent provision of this section,
comencing 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, two thousand rates of
paynment for a general hospital for patients eligible for paynents nade
by state governnental agencies shall be further reduced by the
commi ssi oner to encourage inproved productivity and efficiency by
providers by a factor determ ned as foll ows:

(i) an aggregate reduction shall be cal culated for each general
hospi tal conmmencing July first, nineteen hundred ninety-six through
March thirty-first, nineteen hundred ninety-nine and July first,
ni net een hundred ni nety-nine through March thirty-first, two thousand as
the result of (A) eighty-nine million dollars on an annualized basis for
each year, multiplied by (B) the ratio of patient days for patients
eligible for paynents made by state governmental agencies provided in a
base year two years prior to the rate year by a general hospital
di vided by the total of such patient days summed for all general
hospital s; 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 unit 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 payment for such exenpt
unit for patients eligible for paynents nade by state governnenta
agenci es for such general hospital; and

(iii) any amobunt not allocated to exenpt units shall be divided by
case based discharges (or for exenpt hospitals by patient days) in the



base year two years prior to the rate year for patients eligible for
paynments 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 governnenta
agenci es for such general hospital.

* NB Effective and expires Decenber 31, 2029

6. Operating costs. (a) A general hospital's hospital-specific average
rei mbursabl e i npati ent operating cost per discharge shall be determn ned
in accordance with rules and regul ati ons adopted by the council and
approved by the comm ssioner based on the hospital's reinbursable
i npati ent operating cost base determi ned in accordance w th paragraph
(d) of subdivision one of this section; adjusted in accordance with
par agraph (b) of this subdivision to reflect exceptions to case
paynments; and projected to the applicable rate period by a trend factor
determ ned in accordance with subdivision ten of this section; and
i ncreased in accordance with subparagraphs (i), (iii) and (iv) of
par agraph (e) of subdivision one of this section to reflect speci al
addi tional inpatient operating costs; and adjusted in accordance with
subpar agraphs (i), (ii) and (iv) of paragraph (c) of this subdivision to
reflect nodifications to case paynents; and standardi zed to refl ect
ni net een hundred ei ghty-seven hospital case m x. A general hospital's
hospi tal -specific average rei nbursabl e inpatient operating cost per
di scharge shall be adjusted on a payor category basis to reflect
al l ocation of nal practice insurance costs in accordance with the
nmet hodol ogy devel oped pursuant to subparagraph (ii) of paragraph (h) of
subdi vi sion el even of this section.

(b) I'n accordance with rules and regul ati ons adopted by the counci
and approved by the commi ssioner, the comm ssioner shall adjust
rei mbursabl e i npati ent operating costs and di scharges to excl ude
operating costs and statistics related to specialized hospital services
for which an alternative rei nbursenent nethodol ogy i s adopted pursuant
to paragraph (e) or (g) of subdivision four of this section, a factor
for operating costs of patients who required an alternate | evel of care
i n accordance with paragraph (h) of subdivision four of this section and
the operating costs and statistics of AIDS patients pursuant to
paragraph (i) of subdivision four of this section if effective.



(c) I'n accordance with rules and regul ati ons adopted by the counci
and approved by the commi ssioner, the comm ssioner shall adjust
wei ghting 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 provisions for additional paynents in accordance with paragraph (a),
(b), (c) or (d) of subdivision four of this section. The rul es and
regul ations are to be designed to identify an estinmate of costs and
statistics as if the paynent nethodol ogy effective for the applicable
rate period including paynment based on the higher of high-cost outliers
or long-stay outliers was in effect during the period used to establish
such costs and statistics to acconplish the follow ng:

(i) an estimate of costs for inpatient services to patients
transferred to another general hospital receiving case paynent rates
pursuant to paragraph (a) of subdivision four of this section shall be
elimnated fromrei nbursable inpatient operating costs considering a
transfer patient cost conversion factor determ ned based on nineteen
hundred eighty-five data froma representative sanple of genera
hospital s; a case m x neutral acute care cost conponent of a general
hospital's rei nbursabl e inpatient operating cost base per day after
application of the trend factor and the addition of special additional
i npati ent operating costs; transfer patient days incurred by such
general hospital in nineteen hundred ei ghty-seven or the nunber of such
transfer patient days during a recent twelve nonth period prior thereto
established by regulation for which data are avail abl e subsequently
reconciled by an adjustnment to reflect nineteen hundred ei ghty-seven
data; and the specific 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
commi ssi oner which shall contain the specific nmethodol ogy to adequately
identify the costs related to transfer cases. Transfer cases shall be
elimnated in conputing 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 fromrei nbursabl e inpatient operating costs based on a
general hospital's high cost percentage outlier factor, applied to an
acute care cost conmponent of such general hospital's reinbursable

i npati ent 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 nati on of the percentage of nineteen hundred ei ghty-seven

di scharges of patients other than beneficiaries of title XVIIlI of the
federal social security act (nedicare) for which the comm ssioner has
conpl ete hospital bill subm ssions or such discharges during a recent
twel ve nonth period prior thereto established by regulation for which
hospital bills are available, as follows, (a) for general hospitals that
have conpl ete hospital bill subm ssions for at |east ninety percent of
their discharges, a high cost percentage outlier factor based on such
data, and (b) for general hospitals that have conplete hospital bil
submi 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 general
hospital s that have conplete bill subm ssions for |ess than eighty
percent of their discharges, a high cost percentage outlier factor
determ ned based on ni neteen hundred eighty-five data froma
representative sanpl e of general hospitals plus an additional
one-quarter of one percent. The cal culation 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 ni neteen hundred ei ghty-seven di scharges as submtted to the

commi ssioner prior to August first, nineteen hundred ei ghty-eight.

The m ni num per centage threshol d 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
"l ess than ninety-five percent” pursuant to rules and regul ations
adopted by the council and approved by the conm ssioner based upon a
study and a report by the comm 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

i nconpl ete records fromthe value of high cost outlier cases reflected
in records for which the comm ssioner has conpl ete hospital bil
submi ssi ons.

The maxi num anount to be elimnated on a statew de basis shall be
three percent of the total of nineteen hundred ei ghty-ei ght acute care
cost conponents of general hospital reinbursable inpatient operating
costs rei mbursed on the case paynent system In the event that the total
anount as cal cul ated exceeds three percent, the cal cul ated anount w ||
be reduced to three percent by the application of a percentage conputed
by dividing expected outlier costs based on the three percent by actual
outlier costs, which shall also be the percentage of outlier costs to be
rei mbursed in the paynment year. The costs for the outlier portion of
cost outliers for general hospitals participating in the determ nation
of the weighting factors shall be renoved from each di agnosi s-rel ated
group before determ ning the weighting factors;

* (iii) 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 fromreinbursable inpatient operating costs in determ ning
group category average inpatient reinbursable operating costs
considering a long stay patient cost conversion factor, which shall be
established at sixty percent provided, however, such |ong stay patient
cost conversion factor nay be revised for an annual rate period or
peri ods begi nning on or after January first, nineteen hundred
ei ghty-nine in accordance with rules and regul ati ons adopted by the
council and approved by the commr ssioner; a case mx neutral acute care
cost conponent 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 ei ghty-seven or
t he nunber of such |ong stay patient days during a recent twelve nonth
period prior thereto established by regulation for which data are
avai | abl e subsequently reconciled by an adjustnent to reflect nineteen
hundred ei ghty-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 nmean | ength of stay for each diagnosis-related group
such that it is estimated for rates of paynment during the period January
first, nineteen hundred ei ghty-eight through Decenmber thirty-first,
ni net een hundred ni nety based upon ni neteen hundred ei ghty-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 sanpl e of
general hospitals and for rates of paynment during the period January
first, nineteen hundred ninety-four through Decenber thirty-first,
ni net een hundred ni nety-nine and periods on and after January first, two
t housand based upon ni neteen hundred ninety-two data froma
representative sanpl e of general hospitals that the costs associ ated
with the portion of hospital stays in excess of the long stay outlier
t hreshol ds do not exceed three percent of the total of the acute care
cost conponents of reinbursable inpatient operating costs related to the
determ nati on of case based rates of paynment. 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 agnosis-rel ated group before cal culating the
wei ghting factors;

* NB Effective until Decenber 31, 2029

* (iii) 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 fromreinbursable inpatient operating costs in determ ning
group category average inpatient reinbursable operating costs
considering a long stay patient cost conversion factor, which shall be
established at sixty percent provided, however, such |ong stay patient
cost conversion factor nay be revised for an annual rate period or
peri ods begi nning on or after January first, nineteen hundred
ei ghty-nine in accordance with rules and regul ati ons adopted by the
council and approved by the comm ssioner; a case m x neutral acute care
cost conponent 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 ei ghty-seven or
t he nunber of such |ong stay patient days during a recent twelve nonth
period prior thereto established by regulation for which data are
avai |l abl e subsequently reconciled by an adjustnent to reflect nineteen
hundred ei ghty-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 nmean |l ength of stay for each diagnosis-related group
such that it is estimated for rates of paynment during the period January
first, nineteen hundred ei ghty-eight through Decenber thirty-first,
ni net een hundred ni nety based upon ni neteen hundred ei ghty-five data
froma representative sanple of general hospitals and for rates of
payment 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 sanpl e of
general hospitals and for rates of paynment during the period January
first, nineteen hundred ninety-four through Decenber thirty-first,
ni net een hundred ni nety-ni ne based upon ni neteen hundred ni nety-two data
froma representative sanple 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 conponents of reinbursable inpatient operating costs rel ated
to the determ nation of case based rates of paynment. 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 agnosis-rel ated group before
cal cul ating the weighting factors;

* NB Effective and expires Decenber 31, 2029

* (iii) 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 fromreinbursable inpatient operating costs in determ ning
group category average inpatient reinbursable operating costs
considering a long stay patient cost conversion factor, which shall be
established at sixty percent provided, however, such |ong stay patient
cost conversion factor nay be revised for an annual rate period or
peri ods begi nning on or after January first, nineteen hundred



ei ghty-nine in accordance with rules and regul ati ons adopted by the
council and approved by the commr ssioner; a case m x neutral acute care
cost conponent 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 ei ghty-seven or
t he nunber of such |ong stay patient days during a recent twelve nonth
period prior thereto established by regulation for which data are
avai | abl e subsequently reconciled by an adjustnent to reflect nineteen
hundred ei ghty-seven data; and the specific diagnosis-related groups
with which the long stay patients are identified. The |Iong stay outlier
t hreshol ds shall be determ ned by adding a sufficient nunber of standard
deviations to the nmean | ength of stay for each diagnosis-related group
such that it is estimated for rates of paynment during the period January
first, nineteen hundred ei ghty-eight through Decenmber thirty-first,
ni net een hundred ni nety based upon ni neteen hundred ei ghty-five data
froma representative sanple of general hospitals and for rates of
payment 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 sanpl e of
general hospitals and for rates of paynment during the period January
first, nineteen hundred ninety-four through June thirtieth, nineteen
hundred ni nety-si x based upon ni neteen hundred ninety-two data froma
representative sanple of general hospitals that the costs associ ated
with the portion of hospital stays in excess of the long stay outlier
t hreshol ds do not exceed three percent of the total of the acute care
cost conponents of reinbursable inpatient operating costs related to the
determ nati on of case based rates of paynment. 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 agnosis-rel ated group before cal culating the
wei ghting factors;

* NB Effective Decenber 31, 2029

(iv) an estimate of inpatient costs which are related to short stay
patients as defined in paragraph (d) of subdivision four of this section
shall be elimnated fromreinbursable inpatient operating costs
considering a short stay patient cost conversion factor determ ned based



on nineteen hundred eighty-five data froma representative sanpl e of
general hospitals; a case m x neutral acute care cost conponent of a
general hospital's reinbursable inpatient operating cost base per day
after application of the trend factor and the addition of speci al

addi tional inpatient operating costs; short stay patient days incurred
by such general hospital in nineteen hundred eighty-seven or the nunber
of such short stay patient days during a recent twelve nonth period
prior thereto established by regulation for which data are avail abl e
subsequently reconcil ed by an adjustnent to reflect nineteen hundred

ei ghty-seven data; and the specific diagnosis-related groups with which
the short stay patients are identified. Such costs shall be elim nated
in accordance with rules and regul ati ons adopted by the council and
approved by the comm ssioner which shall contain the specific

nmet hodol ogy to adequately identify the costs related to short stay
patients. Short stay cases shall be elimnated in conmputing discharges
of a general hospital. The costs and di scharges for short stay cases for
each general hospital participating in the determ nation of the

wei ghting factors shall be renoved before cal cul ating the wei ghting
factors.

7. Operating 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 ati ons adopted by the council and approved by the comm ssioner
based on a group price conponent determ ned in accordance with
subpar agraph (i) of this paragraph, a hospital-specific price conmponent
determ ned in accordance with subparagraph (ii) of this paragraph, and
an adjustment in accordance with subparagraph (iii) of this paragraph.

(i) The group price conponent shall be based on the costs and
statistics of general hospitals in the group category established
pursuant to paragraph (b) of this subdivision to which the hospital is
assigned by the comm ssioner to conpute a group based average inpatient
rei mbur sabl e operati ng cost per discharge for the group category.
General hospital costs and statistics shall be determ ned consi stent
wi th the nethodol ogy to determ ne hospital -specific average rei nbursabl e
i npati ent operating cost per discharge pursuant to subdivision six of
this section; adjusted to reflect additional cost increases in



accordance wi th subparagraph (ii) of paragraph (e) of subdivision one of
this section; and adjusted 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 practi ce i nsurance costs, and the conponents of special additional

i npatient operating costs determ ned and all ocated in accordance with
subpar agraphs (i), (iii) and (iv) of paragraph (e) of subdivision one of
this section associated with cost increases in such costs; and adj usted
to exclude the conponents of special additional inpatient operating
costs determ ned and allocated in accordance with clauses (B), (D, (H,
and (1) of subparagraph (iii) and clauses (A, (E) and (F) of

subpar agraph (iv) of paragraph (e) of subdivision one of this section;
and adjusted to reflect additional nodifications to case paynents in
accordance with subparagraph (iii) of paragraph (c) of subdivision six
of this section. The group based average inpatient reinbursable
operating costs conmputed for a general hospital shall be adjusted to
reflect the hospital -specific indirect nmedical education costs

per cent age of such hospital determined in accordance w th subparagraph
(ii) of paragraph (c) of this subdivision.

Hospital costs shall be standardized for conpari son purposes
considering differences in wage and wage-rel ated costs | evels and such
ot her econom c factors, such as a power equalization factor, as may be
determ ned in accordance with rules and regul ati ons adopted by the
council and approved by the conmm ssioner.

(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 vision and nal 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
subparagraph (iii) and clauses (A), (E) and (F) of subparagraph (iv) of



par agraph (e) of subdivision one of this section, as excluded pursuant
to subparagraph (i) of this paragraph, per discharge, standardized to
reflect nineteen hundred ei ghty-seven hospital case m x.

(iii) A general hospital's group category average inpatient
rei mbur sabl e operati ng cost per discharge shall be adjusted on a payor
category basis to reflect allocation of mal practice insurance costs in
accordance with the methodol ogy devel oped pursuant to subparagraph (ii)
of paragraph (h) of subdivision eleven of this section.

(b) Ceneral hospital group categories shall be established in
accordance with rules and regul ati ons adopted by the council and
approved by the comm ssioner for purposes of conputing group category
average inpatient reinbursable operating cost per discharge considering,
but not limted to, factors such as hospital size, hospital nedical
education activity, teaching status and geographic divisions of the
state.

(c) Education, physician, anbul ance services and organ acqui sition
costs shall include:

(i) direct medical 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
teaching hospitals attributable to factors including but not limted to
i ncreased overhead, nore severely ill patients and the tendency of
residents to provide nore tests than experienced |icensed physicians.
For the rate period beginning January first, nineteen hundred
ei ghty-ei ght and endi ng Decenber thirty-first, nineteen hundred
ei ghty-eight, an estinmate of indirect nedical education costs shall be
determ ned in accordance with the nethodol ogy applicable for purposes of
determ ning an estimte of indirect nedical education costs for
rei mbursenent for inpatient hospital service pursuant to title XVIIIl of
the federal social security act (nmedicare) in effect on the first day of
July in the year preceding the rate period. The council nay adopt rul es
and regul ati ons, subject to the approval of the comm ssioner, to revise
t he net hodol ogy for the determ nation of an estimate of indirect nedical
education costs to reflect revisions to the methodol ogy applicable for
pur poses of determ ning reinbursenent for inpatient hospital service



pursuant to title XVIII of the federal social security act (nedicare)
ef fective subsequent to the first day of July in the year preceding the
rate period. For annual rate periods beginning on or after January
first, nineteen hundred eighty-nine an estinmate of indirect nedical
education costs shall be determ ned in accordance with rules and
regul ati ons adopted by the council and approved by the conm ssi oner;

(iii) the reinbursable costs of schools of nursing, allied
pr of essi onal prograns and anbul ance services; and

(iv) the reinbursable costs of organ acquisition services not
rei mbursed pursuant to the nethodol ogy applicable for purposes of
rei mbursenent pursuant to title XVIII of the federal social security act
(medi care).

(d) The comm ssioner shall establish, in accordance with rul es and
regul ati ons adopted by the council and approved by the conm ssioner, the
nmet hodol ogy to deternmi ne the hospital's group category average inpatient
rei mbur sabl e operati ng 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
i npatient reinbursabl e operating cost per discharge to be used to
determ ne the inpatient reinbursabl e operating cost conponent of case
based rates for annual rate periods beginning on or after January first,
ni net een hundred ei ghty-eight.

8. Capital related inpatient expenses. (a) Capital related inpatient
expenses including but not limted to straight |ine depreciation on
bui | di ngs and non-novabl e equi pnent, accel erated depreciation on major
novabl e equi pnent if requested by the hospital, rentals and interest on
capital debt (or for hospitals financed pursuant to article
twenty-eight-B of this chapter, such expenses, including anortization in
| ieu of depreciation, as determ ned pursuant to the rei nbursenent
regul ati ons pronul gated pursuant to such article and article
twenty-eight of this chapter), shall be included in rates of paynent
determ ned pursuant to this section based on a budget for capital
rel ated i npatient expenses and subsequently reconciled to actual
expenses and statistics through appropriate audit procedures. GCeneral
hospitals shall submt to the comm ssioner, at |east one hundred twenty
days prior to the commencenent of each year, a schedule of capital



rel ated i npatient expenses for the forthcom ng year. Any capital

expendi ture which requires or required approval pursuant to this article
nmust have received such approval for any capital rel ated expense
generated by such capital expenditure to be included in rates of

paynment. The basis for determning capital related inpatient expenses
shall be the |esser of actual cost or the final anpunt 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 al

requi red approval s have been obt ai ned.

The council shall adopt, with the approval of the conm ssioner,
regul 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 fixed and novabl e equi pnent;

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

(iv) provide a methodol ogy for the reinbursenent treatnent of sales.

(b) Capital related inpatient expenses shall be included in case based
paynments based on the hospital's average capital related inpatient
expenses per discharge. Adjustnents shall be nade to capital rel ated
costs and statistics to reflect capital related inpatient expenses
rei mbursed on a per diembasis in accordance with paragraphs (a), (d),
(e), (g) and (i) of subdivision four of this section.

(c) (i) 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 paynent
for a general hospital shall be adjusted to reflect the dollar val ue of
the difference between capital related inpatient expenses included in
the conputation of rates of paynent for a prior rate period based on a
budget and actual capital related inpatient expenses for such prior rate
period, each as determ ned in accordance with paragraph (a) of this



subdi vi sion, adjusted to reflect increases or decreases in volune of
service in such prior rate period conpared to statistics applied in
determning the capital related inpatient expenses conponent of rates of
paynment based on a budget for such prior rate period.

(ii) For rates effective April first, two thousand twenty through
March thirty-first, two thousand twenty-one, the budgeted
capital -rel at ed expenses add-on as described in paragraph (a) of this
subdi vi si on, based on a budget subnmitted in accordance to paragraph (a)
of this subdivision, shall be reduced by five percent relative to the
rate in effect on such date; and the actual capital expenses add-on as
described in paragraph (a) of this subdivision, based on actual expenses
and statistics through appropriate audit procedures in accordance with
paragraph (a) of this subdivision shall be reduced by five percent
relative to the rate in effect on such date.

(iii) For rates effective April first, two thousand twenty-one through
Septenber thirtieth, two thousand twenty-four, the budgeted
capital -rel ated expenses add-on as described in paragraph (a) of this
subdi vi si on, based on a budget subnmitted in accordance to paragraph (a)
of this subdivision, shall be reduced by ten percent relative to the
rate in effect on such date; and the actual capital expenses add-on as
described in paragraph (a) of this subdivision, based on actual expenses
and statistics through appropriate audit procedures in accordance with
paragraph (a) of this subdivision shall be reduced by ten percent
relative to the rate in effect on such date.

(iv) For rates effective Cctober first, two thousand twenty-four
through March thirty-first, two thousand twenty-six, the budgeted
capital -rel ated expenses add-on as described in paragraph (a) of this
subdi vi si on, based on a budget submitted in accordance with paragraph
(a) of this subdivision, shall be reduced by twenty percent relative to
the rate in effect on such date; and the actual capital expenses add-on
as described in paragraph (a) of this subdivision shall be reduced by
twenty percent relative to the rate in effect on such date.

(v) For rates effective on and after April first, two thousand
twenty-six, the budgeted capital-related expenses add-on as described in
par agraph (a) of this subdivision, based on a budget submitted in
accordance with paragraph (a) of this subdivision, shall be reduced by
ten percent relative to the rate in effect on such date; and the actual



capi tal expenses add-on as described in paragraph (a) of this
subdi vi sion shall be reduced by ten percent relative to the rate in
ef fect on such date. Such rate adjustnents shall be subject to federa
financial participation.

(vi) For any rate year, all reconciliation add-on anounts cal cul ated
for the period of April first, two thousand twenty through Septenber
thirtieth, two thousand twenty-four shall be reduced by ten percent, and
all reconciliation recoupnent amounts cal cul ated for the period of Apri
first, two thousand twenty through Septenber thirtieth, tw thousand
twenty-four shall increase by ten percent.

(vii) For any rate year, all reconciliation add-on anmounts cal cul at ed
for the period Cctober first, two thousand twenty-four through March
thirty-first, two thousand twenty-six shall be reduced by twenty
percent, and all reconciliation recoupnent anounts cal cul ated for the
period Cctober first, two thousand twenty-four through March
thirty-first, tw thousand twenty-six, shall increase by twenty percent.
Such rate adjustnents shall be subject to federal financial
partici pation.

(viii) For any rate year, all reconciliation add-on anmounts cal cul at ed
on and after April first, two thousand twenty-six shall be reduced by
ten percent, and all reconciliation recoupnment anounts cal cul ated on or
after April first, two thousand twenty-six shall increase by ten
percent. Such rate adjustnents shall be subject to federal financial
partici pation.

(i x) Notwi thstandi ng any inconsistent provision of subparagraph (i) of
par agraph (e) of subdivision nine of this section, capital related
i npati ent expenses of a general hospital included in the conputation of
rates of paynment based on a budget shall not be included in the
conput ati on of a vol une adjustnent made in accordance with such
subpar agraph. Adjustments to rates of paynent for a general hospital
made pursuant to this paragraph shall be made in accordance with
par agraph (c) of subdivision eleven of this section. Such adjustnents
shall not be carried forward except for such vol une adjustnent as may be
aut hori zed in accordance with subparagraph (i) of paragraph (e) of
subdi vi sion nine of this section for such general hospital.

* (e) Notwithstandi ng any inconsistent provision of this subdivision,
comenci ng 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 paynent, such
capital related inpatient expenses conponent of rates of paynent shal
be reduced by the conm ssioner by the difference between the reconciled
capital related inpatient expenses included in rates of paynent
determ ned in accordance with paragraphs (a), (b) and (c) of this
subdi vi sion for such prior year and capital related inpatient expenses
for such prior year calcul ated based on the hospital's average capita
rel ated i npatient expenses conputed on a per diem basis.

* NB Effective through March 31, 2029

* (f) Notwithstandi ng any inconsistent provision of this section,
comenci ng April first, nineteen hundred ninety-five for purposes of
determning the capital related inpatient expenses conponent of rates of
paynment for patients eligible for paynents nmade by state governnenta
agencies for a rate year, the submtted budget for capital rel ated
i npati ent expenses of a general hospital applicable to the rate year
shal | be decreased by the comm ssioner to reflect the percentage anount
by which the budget for the base year two years prior to the rate year
for capital related inpatient expenses of the hospital exceeded actual
expenses.

* NB Effective through March 31, 2029

* (g) Notwi thstandi ng any inconsistent provision of this article,
commenci ng April first, nineteen hundred ninety-five for rates of
paynment for patients eligible for paynents made by state governnenta
agencies, the capital related inpatient expenses conponent determned in
accordance with paragraph (a) of this subdivision and the capital cost
per visit conponents determ ned in accordance wth subparagraphs (i) and
(ii) of paragraph (g) of subdivision two of section twenty-eight hundred
seven of this article shall be adjusted by the conm ssioner to exclude
such expenses related to:

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

(ii) staff housing.

* NB Effective through March 31, 2029

9. Adjustnents. 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 general
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 computation.

(b) Ceneral hospitals may request and the conm ssioner shall consider
an adjustment 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 anal ysis process contained in subparagraph
(i) of paragraph (a) of this subdivision;

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

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

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

(v) increased costs determned to be needed to recruit or nmaintain an
appropriate | evel of personnel providing professional services to
patients; and

(vi) increased costs for conpensation of enpl oyees.

(c) I'n determ ning the reasonabl eness or justification of an
adj ustnment to an established rate related to subparagraph (vi) of
par agraph (b) of this subdivision, the comm ssioner shall consider:

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

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

(iii) the econony in the area in which the general hospital is
| ocat ed.

(d) Ceneral hospitals may request and the conmm ssioner shall consider
a change in assignnment 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 npati ent operating cost per discharge.

(e) (i) Volune 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 XVIIIl of the federal
social security act (nedicare) in rate years beginning on or after
January first, nineteen hundred eighty-eight, except in those specific
i nstances where a decrease in volunme as neasured by discharges,
i ncl udi ng di scharges of patients for whomrei nbursenent is provided on a
per diembasis in accordance with paragraph (a) of subdivision el even of
this section, is equal to or greater than one percent of discharges in
ni net een hundred ei ghty-seven for those general hospitals having two
hundred or less certified acute care beds and classified as a rural
hospital for purposes of determ ning paynent for inpatient services
provided to beneficiaries of title XVIIl of the federal social security
act (nmedicare) 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, or equal to or
greater than ten percent of discharges in nineteen hundred ei ghty-seven
for all other general hospitals, and the failure to nake such adjustnent
seriously inpacts on the financial stability of a needed hospital, and
except in those specific instances where an increase in volune as
nmeasured by discharges is equal to or greater than ten percent of
di scharges in nineteen hundred ei ghty-seven. Provided, however, that an
adj ust mrent for volune increases shall not apply to those general
hospital s having two hundred or less certified acute care beds and
classified as a rural hospital for purposes of determ ning paynent for
i npatient services provided to beneficiaries of title XVIIlI of the
federal social security act (medicare) or under state regul ati ons, 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, nineteen hundred
ninety. For general hospitals and distinct units of general hospitals
not reinbursed on a case based paynent per discharge basis, volune



adj ust mrents nay be made during the above indicated rate years in
accordance with regul ati ons adopted by the council and approved by the
commi ssi oner.

(ii) The comm ssioner shall adjust the rates for those general
hospitals and units of general hospitals excluded fromcase paynent 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) Ceneral hospitals that did not qualify for a volunme adjustnent for
t he ni neteen hundred ei ghty-six and ni neteen hundred ei ghty-seven rate
periods for rates of paynent determ ned in accordance with section
twenty-ei ght hundred seven-a of this article may request and the
commi ssi oner shall consider an adjustnment to an established case based
rate of paynent for nineteen hundred ei ghty-eight based on increases in
vol une as neasured by di scharges, based on a conpari son between nineteen
hundred ei ghty-five and ni neteen hundred ei ghty-seven di scharges,
excluding in such conparison di scharges of patients who are
beneficiaries of title XVIII of the federal social security act
(medi care) and discharges 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
commi ssioner. Such criteria shall include but need not be limted to:
mai nt enance of |ike patient occupancy rates for the rate periods
ni net een hundred ei ghty-five, nineteen hundred ei ghty-six and ni neteen
hundred ei ghty-seven; a reduction in patient |ength of stay for other
than beneficiaries of title XVIII of the federal social security act
(medi care) based on a conparison with nineteen hundred eighty-five data;
and an expanded use of anbul atory surgery by the general hospital based
on a conparison with nineteen hundred eighty-five data. Such adj ust nent
shal | consider, but need not be Iimted to, the variable costs rel ated
to vol unme changes in accordance with rules and regul ati ons adopted by
the council and approved by the conm 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 conment within a specified tinme period.

(h) The comm ssioner shall act upon all properly docunented appeal s



for adjustnents concerning base year costs by Novenber first of the

cal endar year for which the rate is effective provided that al

i nformati on necessary to determ ne whether an adjustnent is justified is
submtted by the facility prior to May first of such year. In the event
such an appeal is filed by May first, but information necessary to
determ ne 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. Trend factors. (a) The comm ssioner, in accordance with the
nmet hodol ogy devel oped for rate periods through March thirty-first, two
t housand, for rates of paynent for state governnental agencies and
t hrough Decenber thirty-first, nineteen hundred ninety-six for rates of
paynment for all other payors pursuant to paragraph (b) of this
subdi vi si on, shall establish trend factors to project for the effects of
inflation. The factors shall be applied to the appropriate portion of
rei mbur sabl e costs. The net hodol ogy for devel oping the trend factor
shall include the appropriate external price indicators and shall also
i nclude the data from najor collective bargaining agreenents as reported
quarterly by the federal departnment of |abor, bureau of | abor
statistics, for non-supervisory enpl oyees.

(b) The net hodol ogy shall be devel oped for rate periods through March
thirty-first, tw thousand, for rates of paynent for state governnental
agenci es and through Decenber thirty-first, nineteen hundred ninety-six
for rates of paynment for all other payors by four independent
consultants with expertise in health econom cs or reinbursenent
nmet hodol ogi es for health-rel ated services appointed by the
commi ssioner. For nineteen hundred ninety-six, through March
thirty-first, tw thousand, the conm ssioner shall apply the nineteen
hundred ninety-five trend factor nethodol ogy. The commi ssi oner shal
nonitor the actual price novenents of the external price indicators
used in the nmethodol ogy for one interimadjustnent to the trend factors
to reflect such price novenents and one final adjustnent to the trend
factors to reflect such price novenents. At the sane tine adjustnents
are made to the trend factors in accordance with this paragraph,
adj ustnments shall be nade to all inpatient rates of paynent affected by
the adjusted trend factors.

(c) (1) For rate periods on and after April first, two thousand, the



commi ssi oner shall establish trend factors for rates of paynent for
state governnental agencies to project for the effects of inflation
except that such trend factors shall not be applied to services for
whi ch rates of paynent are established by the conm ssioners of the
departnment of nental hygiene. The factors shall be applied to the
appropriate portion of reinbursable costs.

(2) I'n developing trend factors for such rates of paynent, the
commi ssi oner shall use the nobst recent Congressional Budget O fice
estimate of the rate year's U S. Consuner Price Index for all urban
consuners published in the Congressional Budget O fice Econonm c and
Budget CQutl ook after June first of the rate year prior to the year for
whi ch rates are being devel oped.

(3) After the final U S. Consuner Price Index (CPlI) for all urban
consuners is published by the United States Departnent of Labor, Bureau
of Labor Statistics, for a particular rate year, the comm 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 time adjustnments are made to the trend factors in
accordance with this paragraph, adjustnments shall be rmade to al
i npatient rates of paynent affected by the trend factor adjustnent.

* NB Effective until Decenber 31, 2029

* 10. Trend factors. (a) The comm ssioner, in accordance with the
met hodol ogy devel oped pursuant to paragraph (b) of this subdivision,
shal |l establish trend factors to project for the effects of inflation.
The factors shall be applied to the appropriate portion of reinbursable
costs. The met hodol ogy for devel oping the trend factor shall include the
appropriate external price indicators and shall also include the data
from maj or collective bargai ning agreenents as reported quarterly by the
federal department of |abor, bureau of |abor statistics, for
non- supervi sory enpl oyees.

(b) The net hodol ogy shall be devel oped by four independent consultants
Wi th expertise in health econonmi cs or reinbursenent nethodol ogies for
heal t h-rel at ed servi ces appointed by the commi ssioner. On or about
Sept enber first of each year, the consultants shall provide to the
commi ssioner and the council a report in witing detailing the
nmet hodol ogy to be used to deternmine the trend factors for the subsequent



twel ve nonth period comrenci ng January first. The conm ssioner shal
nonitor the actual price novenents during this twelve nonth period of
the external price indicators used in the nethodol ogy, shall report the
results of the nonitoring to the consultants and shall inplenment the
recommendati ons of the consultants for one prospective interimannual
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. At the
sanme tinme adjustnents are made to the trend factors in accordance with
t hi s paragraph, adjustnents shall be nade to all inpatient rates of
paynment affected by the adjusted trend factors.

* NB Effective Decenber 31, 2029

11. Special provisions. (a) Notw thstandi ng any inconsistent provision
of this chapter or any other law to the contrary, paynment for inpatient
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 otherwi se eligible for
paynment on a case based paynent per discharge basis for a
di agnosi s-rel ated group shall be at the rate of payment for such genera
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
provi ded on or after January first, nineteen hundred ei ghty-eight shal
be projected to the rate period by the trend factor determned in
accordance with subdivision ten of this section and reconciled on a
currul ative basis on or about March thirty-first, nineteen hundred
ei ghty-ei ght and Decenber thirty-first, nineteen hundred ei ghty-eight
for paynent of adjusted rates of paynment based on such trend factor
adj ust mrent. The conponent of such rates of paynment based on the
al | ownances provided in accordance with paragraphs (e) and (f) of
subdi vi si on ei ght 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 w th subdivision sixteen of such section based on needs for



the financing of |osses resulting frombad debts and the costs of
charity care as determ ned for purposes of nineteen hundred ei ghty-seven
di stributions.

(b) The council shall adopt rules and regul ati ons subject to the
approval of the comm ssioner regardi ng payor paynment responsibilities
when a patient has coverage with nore than one payor for general
hospital inpatient services and during a hospital stay exhausts benefits
avai lable fromthe primary payor, or receives services not reinbursed by
the primary payor, so that the hospital shall be reinbursed by a
secondary payor for services not reinbursed by the primry 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) Adjustnents to rates nade pursuant to this section for rate
peri ods commenci ng on or after January first, nineteen hundred
ni nety-seven nay be nade prospectively or retrospectively on the next
foll owi ng January or July unless otherw se specifically authorized.

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

(iii) Regardl ess of whether rates are adjusted prospectively or
retrospectively the authorized dollar value of the adjustnment shall be
the sane, cal culated by including the retroactive inpact of such
adjustnment if such adjustnent is made prospectively. A prospective
adjustnment 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 nethodol ogy applied in accordance with this section
for calculation of rates of paynent for such prospective rate period.
The al l owance reflected in paynents to a general hospital or a pool
related to a prospective adjustnent which reflects the retroactive
i npact of an adjustment shall be conputed based on the all owance
percentage in effect during the prospective period such adjustnent is in
effect. No recal culation of the basis for distribution of funds from bad
debt and charity care regional pools determ ned in accordance with
subdi vi si on seventeen of this section shall be nade for a prospective
adj ustment which reflects the retroactive inpact of an adjustnent.

* NB Effective until Decenmber 31, 2029



* (c)(i) Adjustnents to rates nade pursuant to this section shall be
made prospectively on the next follow ng January or July unless
ot herwi se specifically authorized provided, however, that adjustnments to
rates of paynent to reflect nineteen hundred ei ghty-seven data and
statistics may be nmade retrospectively and such retrospective
adj ustnments shall, to the extent practicable, be cunul ated for one
conpr ehensi ve adj ust ment .

(ii) The comm ssioner may further adjust rates retrospectively upon a
finding that the failure to do so seriously inpacts on a general
hospital's financial stability.

(iii) Regardl ess of whether rates are adjusted prospectively or
retrospectively the authorized dollar value of the adjustnment shall be
the sane, cal culated by including the retroactive inpact of such
adjustnment if such adjustnent is made prospectively. A prospective
adjustnment 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 nethodol ogy applied in accordance with this section
for calculation of rates of paynent for such prospective rate period,
provi ded, however, that no recal cul ation of bad debt and charity care
al | owance percentages deternmi ned in accordance wth subdivision fourteen
of this section shall be nade for a prospective adjustnent which
reflects the retroactive inpact of an adjustnent. The bad debt and
charity care allowance of a general hospital related to a prospective
adj ustment which reflects the retroactive inpact of an adjustnent shall
be conput ed based on the bad debt and charity care all owance percentage
of such hospital in effect during the prospective period such adjustnment
is in effect. No recalculation of the basis for distribution of funds
from bad debt and charity care regi onal pools determ ned in accordance
wi t h subdi vi sion seventeen of this section shall be nmade for a
prospective adjustnent which reflects the retroactive inpact of an
adj ust nent .

* NB Effective Decenber 31, 2029

(d) Working capital. CGeneral hospitals may include as a financing or
wor ki ng capital charge an addition of two percent of any valid clai mnot
paid within thirty days of subm ssion or determ nation 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
of fering adm ssion billing shall allowinterimbilling for a patient
whose stay exceeds thirty days.

(e) (i) Except for paynments made pursuant to the workers' conpensation
| aw, the volunteer firefighters' benefit |law, or the volunteer anbul ance
wor kers' benefit law, a two percent discount from general hospital
paynments shall be available to all payors whose paynents are cal cul at ed
i n accordance with paragraphs (b) and (c) of subdivision one of this
section maki ng paynent in full to a general hospital for covered
hospital services within ten cal endar days of receipt fromthe hospital
by the appropriate payor of a bill for such services.

(ii) Athree percentage point reduction in the differential of five
percent for general hospital paynments shall be available to all payors
whose paynents are cal cul ated in accordance wi th paragraph (b) of
subdi vi si on one or paragraph (e) of subdivision four of this section
whi ch are meki ng paynents pursuant to the workers' conpensation |aw, the
volunteer firefighters' benefit |aw, or the vol unteer anbul ance workers
benefit | aw when such paynents are nade in full to a general hospita
for covered hospital services within ninety cal endar days of receipt
fromthe hospital by the appropriate payor of a bill for such services,
and an additional two percentage point reduction shall be avail able for
such payors if such paynent is made within forty-five cal endar days of
recei pt 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 comm ssioner shall annually for rate periods through
Decenber thirty-first, nineteen hundred ninety-six, in accordance with
rul es and regul ati ons adopted by the council and approved by the
commi ssi oner, adjust individual general hospitals' case paynent rates
determ ned 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
di agnosi s-rel ated groups for all patients other than beneficiaries of
title XVI11 of the federal social security act (nedicare), that exceed
the all owabl e statew de increase determ ned in accordance with this



subpar agr aph. The comm ssioner further shall adjust individual general
hospital s' case paynment rates determ ned in accordance with this section
for state governnmental 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 agraph and to account for increases in statew de average case m X,
based on increases in statew de average assignnent to diagnosis-rel ated
groups based on data only for patients that are eligible for nedical
assi stance pursuant to title eleven of article five of the soci al
services law, including such patients enrolled in health mintenance
organi zati ons, that exceed the all owabl e statew de increase determ ned
i n accordance with clause (B-1) of this subparagraph.

* NB Effective until Decenmber 31, 2029

* In order to allow for real increases in general hospital case m X
while Iimting 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 rul es and
regul ati ons adopted by the council and approved by the conm ssi oner,
adj ust i ndividual general hospitals' case paynent rates determ ned 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-rel ated
groups for all patients other than beneficiaries of title XVIIIl of the
federal social security act (medicare), that exceed the all owabl e
statew de increase determ ned in accordance with this subparagraph. The
commi ssi oner further shall adjust individual general hospitals' case
paynment rates determ ned in accordance with this section for state
governnment al agencies for the periods January first, nineteen hundred
ni nety-seven through March thirty-first, tw thousand in accordance with
clause (G of this subparagraph and to account for increases in
st at ewi de average case ni x, based on increases in statew de average
assignnment to diagnosis-related groups based on data only for patients
that are eligible for nedical assistance pursuant to title el even of
article five of the social services law, including such patients
enrolled in health maintenance organi zati ons, that exceed the all owabl e
statew de increase determ ned in accordance with clause (B-1) of this



subpar agr aph.

* NB Effective and expires Decenber 31, 2029

* In order to allow for real increases in general hospital case m X
while Iimting 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, in accordance with rules and
regul ati ons adopted by the council and approved by the conm ssi oner,
adj ust i ndividual general hospitals' case paynent rates determ ned 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-rel ated
groups for all patients other than beneficiaries of title XVIIIl of the
federal social security act (medicare), that exceed the allowabl e
statew de increase determ ned in accordance with this subparagraph

* NB Effective Decenber 31, 2029

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

* (B) The increase in the statewi 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,
not wi t hst andi ng any i nconsistent 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, nineteen hundred ninety-five through Decenber thirty-first,
ni net een hundred ninety-five, and three percent in the period January
first, nineteen hundred ninety-six through Decenber thirty-first,
ni net een hundred ninety-six; and for rates of paynent for payors other
t han state governnental agencies two percent in nineteen hundred
ni nety-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
ni net een hundred ni nety-two statew de average case nm x shall mean an
adj ustment for any increase in nineteen hundred ninety-two statew de
average case mx conpared to nineteen hundred ei ghty-seven statew de
average case mx in excess of six percent of nineteen hundred
ei ghty-seven statew de average case nm x and a further adjustnent to
reflect that neasurenent of case mix increase fromthe nineteen hundred
ni nety-two statew de average case m x rather than the nineteen hundred
ei ghty-seven statew de average case nix reflects the increase in
st at ewi de average case nm x from ni neteen hundred ei ghty-seven to
ni net een hundred ninety-two in order to maintain the effective maxi num
rate of allowabl e statew de average case m X increases at a percentage
per year of the nineteen hundred ei ghty-seven statew de average case
m X. Ni neteen hundred ninety-two case m x shall be determ ned based on
ni net een hundred ninety-two data received by the departnent by Apri
thirtieth, nineteen hundred ninety-three.

* NB Effective until Decenmber 31, 2029

* (B) The increase in the statewi de average case mx in a rate year
during the period January first, nineteen hundred ninety-four through
June thirtieth, nineteen hundred ninety-six fromthe nineteen hundred
ni nety-two statew de average case m x, plus adjustnments, shall not
exceed: for rates of paynent for state governnental agencies two percent



in the period January first, nineteen hundred ninety-four through June
thirtieth, nineteen hundred ninety-four, and, notw thstandi ng any
i nconsi stent 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,
ni net een hundred ninety-five, and 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 ni nety-six through June thirtieth, nineteen hundred
ni nety-si x; and for rates of paynent for payors other than state
governnment 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 June thirtieth,
ni net een hundred ninety-six. Adjustnents to the nineteen hundred
ni nety-two statew de average case m x shall nean an adjustnent for any
i ncrease in nineteen hundred ni nety-two statew de average case m X
conpared to nineteen hundred ei ghty-seven statew de average case nmx 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 m x from ni neteen
hundred ei ghty-seven to nineteen hundred ninety-two in order to nmaintain
the effective maxi numrate of all owabl e statew de average case m X
i ncreases at a percentage per year of the nineteen hundred ei ghty-seven
st at ewi de average case nm x. N neteen hundred ninety-two case m x shal
be determ ned based on ni neteen hundred ninety-two data received by the
departnment by April thirtieth, nineteen hundred ninety-three.

* NB Effective Decenber 31, 2029

(B-1) The increase in the statew de average case nmx 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
t housand six through March thirty-first, two thousand seven, and on and
after April first, two thousand seven through March thirty-first, two
t housand nine, and on and after April first, two thousand nine through



March thirty-first, two thousand el even, fromthe statew de average case
m x 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 ni nety-seven, two percent for nineteen
hundred ni nety-eight, three percent for the period January first,

ni net een hundred ni nety-nine through Septenber thirtieth, nineteen
hundred ni nety-nine, four percent for the period Cctober first, nineteen
hundred ni nety-ni ne through Decenber thirty-first, nineteen hundred

ni nety-ni ne, 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 nedical assistance pursuant to title

el even of article five of the social services |law, including such
patients enrolled in health mai ntenance organi zati ons.

(C Rate year case mx shall be determ ned based on rate year data
recei ved by the departnent by April thirtieth next foll ow ng the end of
the rate year. Case m x may be determ ned based on general hospital data
recei ved or anended after such due dates provi ded, however, that a
general hospital that does not subnmit the appropriate data in a tinmely
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 cunul ative case
m X i ncrease exceeds the allowabl e statew de increase, rates of paynent
to general hospitals shall be adjusted in accordance with rul es and
regul ati ons adopted by the council and approved by the conm ssi oner
whi ch shall contain the specific nethodology to allocate the reduction
anong general hospitals, in order to reduce the effect of the statew de
i ncrease on rates of paynent to reflect the all owabl e increase.

Not wi t hst andi ng any i nconsi stent provision of this paragraph, rate

adj ustments for purposes of this paragraph shall be nade on a six nonth
rate period basis for the period July first, nineteen hundred

ni nety-four through Decenber thirty-first, nineteen hundred ninety-four.
The retroactive inpact of adjustnents to rates of paynent for payors

ot her than state governnental agencies based on the anmendnents to this
par agraph 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.



* NB Effective until Decenmber 31, 2029

* (D) If in any rate year the cunul ative case m x increase exceeds the
al | owabl e statew de increase, rates of payment to general hospitals
shal|l be adjusted in accordance with rules and regul ati ons adopted by
the council and approved by the conm ssioner which shall contain the
speci fic methodol ogy to allocate the reducti on anong general hospitals,
in order to reduce the effect of the statew de increase on rates of
paynment to reflect the allowabl e increase. Notw thstandi ng any
i nconsi stent provision of this paragraph, rate adjustnents for purposes
of this paragraph shall be nade 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
adjustnments to rates of paynent for payors other than state governnent al
agenci es based on the anendnents to this paragraph effective July first,
ni net een hundred ninety-four shall be reflected in a prospective
adjustnment to rates of paynent for such payors for the period July
first, nineteen hundred ninety-four through Decenber thirty-first,
ni net een hundred ni nety-four.

* NB Effective Decenber 31, 2029

(E) Such net hodol ogy shall take into account past trends of individual
general hospitals' case mx changes, and, within the aggregate all owabl e
statewi de increase in case mx, permt general hospitals to appeal to
t he conm ssioner their proposed allocation of a reduction in rates of
paynment related to increases in statew de average case nm x based on such
factors as changes in hospital service delivery and referral patterns.

(F) Case m x changes due to acquired i nmune deficiency syndrone,
t ubercul osi s, epidenm cs or other catastrophes resulting in extraordinary
hospital utilization shall not be subject to this [imtation.

* (@ Adjustnments determined in accordance with clause (B) of this
subpar agraph for the period January first, nineteen hundred ninety-six
t hrough Decenber thirty-first, nineteen hundred ninety-six on a final
basis, and in accordance with subparagraph (ii) of this paragraph on an
interimbasis, shall be applied to rates of paynent for state
government al agenci es during the period January first, nineteen hundred
ni nety-seven through March thirty-first, tw thousand and peri ods on and
after April first, two thousand.

* NB Expires Decenber 31, 2029



* (G Adjustnments determned in accordance with clause (B) of this
subpar agraph for the period January first, nineteen hundred ninety-six
t hrough Decenber thirty-first, nineteen hundred ninety-six on a final
basis, and in accordance with subparagraph (ii) of this paragraph on an
interimbasis, shall be applied to rates of paynent for state
government al agenci es during the period January first, nineteen hundred
ni nety-seven through March thirty-first, two thousand.

* NB Effective and repeal ed Decenber 31, 2029

* (ii) (A The conm ssioner shall, in accordance with rules and
regul ati ons adopted by the council and approved by the conm ssioner, for
pur poses of paynents on an interimbasis periodically conpute an
adj ustnment to individual general hospitals' case paynent rates for prior
periods for the payor categories specified in paragraphs (a) and (b) of
subdi vi sion one of this section to account for increases in the
st at ewi de average case ni x, based on increases in statew de average
assignment to diagnosis-related groups for all patients other than
beneficiaries of title XVIII of the federal social security act
(medi care), that exceed the allowabl e statew de increase. The increase
in the statewi de average case mx in a rate year during the period
January first, nineteen hundred eighty-eight through Decenber
thirty-first, nineteen hundred ninety-three fromthe nineteen hundred
ei ghty-seven statew de average case nmx and in a rate year during the
period January first, nineteen hundred ninety-four through Decenber
thirty-first, nineteen hundred ninety-six fromthe adjusted nineteen
hundred ni nety-two statew de average case m x shall not exceed the
al | owabl e statew de increase as determ ned in accordance with
subpar agraph (i) of this paragraph. Adjustnments may be nmade on a
quarterly basis consistent with this annual limtation. If in any
quarter of the rate year the cumul ative case mx increase for the rate
year exceeds the all owabl e statew de increase, paynent rates to genera
hospital s shall be adjusted in accordance with rules and regul ati ons
adopted by the council and approved by the conm ssioner which shal
contain the specific nethodology to allocate the reduction anong gener al
hospi tal s provi ded, however, that any funds to be recovered from
hospi tal s based on such adjustnments for prior periods shall be recovered
by prospective adjustnment of rates of payment in accordance with
paragraph (c) of this subdivision, in order to reduce the effect of the



statew de increase on rates of paynent to reflect the all owable

i ncrease, taking into consideration the effect of any adjustnent
applicable in the rate period made in accordance with subparagraph (iii)
of this paragraph. Case m x changes due to acquired i mmune defi ci ency
syndronme, tubercul osis, epidem cs or other catastrophes resulting in
extraordi nary hospital utilization shall not be subject to this
limtation, pursuant to rules and regul ati ons adopted by the council and
approved by the conmm ssi oner.

(B) The comm ssioner further shall for purposes of paynents on an
interimbasis periodically conpute an adjustnent to individual general
hospital s' case paynment rates for prior periods for paynents made by
state governnental 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-rel ated groups for patients that are eligible for nedical
assi stance pursuant to title eleven of article five of the soci al
services law eligible for paynents made by state governnental agencies
or by health mai ntenance organi zations, that exceed the all owabl e
statew de increase as determ ned in accordance with clause (B-1) of
subpar agraph (i) of this paragraph.

* NB Effective until Decenber 31, 2029

* (ii) The comm ssioner shall, in accordance with rules and
regul ati ons adopted by the council and approved by the conm ssioner, for
pur poses of paynents on an interimbasis periodically conpute an
adj ustnment to individual general hospitals' case paynent rates for prior
periods for the payor categories specified in paragraphs (a) and (b) of
subdi vi sion one of this section to account for increases in the
st at ewi de average case ni x, based on increases in statew de average
assignment to diagnosis-related groups for all patients other than
beneficiaries of title XVIII of the federal social security act
(medi care), that exceed the allowabl e statew de increase. The increase
in the statewi de average case mx in a rate year during the period
January first, nineteen hundred eighty-eight through Decenber
thirty-first, nineteen hundred ninety-three fromthe nineteen hundred
ei ghty-seven statew de average case nmx and in a rate year during the
period January first, nineteen hundred ninety-four through June
thirtieth, nineteen hundred ninety-six fromthe adjusted nineteen
hundred ni nety-two statew de average case m x shall not exceed the



al | owabl e statew de increase as determ ned in accordance with
subpar agraph (i) of this paragraph. Adjustnments may be made on a
quarterly basis consistent with this annual limtation. If in any
quarter of the rate year the cumul ative case mx increase for the rate
year exceeds the all owabl e statew de increase, paynent rates to genera
hospital s shall be adjusted in accordance with rules and regul ati ons
adopted by the council and approved by the conm ssioner which shal
contain the specific nethodology to allocate the reduction anong gener al
hospi tal s provi ded, however, that any funds to be recovered from
hospi tal s based on such adjustnments for prior periods shall be recovered
by prospective adjustnment of rates of payment in accordance with
paragraph (c) of this subdivision, in order to reduce the effect of the
statew de increase on rates of paynent to reflect the all owable
i ncrease, taking into consideration the effect of any adjustnent
applicable in the rate period made in accordance with subparagraph (iii)
of this paragraph. Case m x changes due to acquired i mune defi ci ency
syndronme, tubercul osis, epidem cs or other catastrophes resulting in
extraordi nary hospital utilization shall not be subject to this
limtation, pursuant to rules and regul ati ons adopted by the council and
approved by the conmm ssi oner.

* NB Effective Decenber 31, 2029

(iii) The conmm ssioner shall, in accordance with rules and regul ati ons
adopted by the council and approved by the conm ssioner, periodically
prospectively adjust for purposes of paynents on an interimbasis
i ndi vi dual general hospitals' case paynent 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 assignnent to
di agnosi s-rel at ed groups which exceed the all owabl e statew de increase
as determ ned in accordance with subparagraph (ii) of this paragraph.

(iv) Rates of paynent of a general hospital shall be adjusted in
accordance with paragraph (c) of this subdivision to reflect the
di fference between an individual general hospital's case paynent rates
adj usted in accordance with subparagraph (i) of this paragraph for a
rate period and such rates determ ned in accordance with paragraphs (a)
and (b) of subdivision one of this section, taking into consideration
any adjustnent 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 i nconsistent 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 nethodol ogy adopted for purposes of
adj ust nrents 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 estimate of the cunulative increase in
st at ewi de average assi gnnment to di agnosi s-rel ated groups for prior
periods including prior quarters of the rate period which exceeds the
al l owabl e statew de i ncrease specified in subparagraph (i) of this
par agraph for the prospective period. Such adjustnment if effected for
| ess than an annual prospective rate period shall reflect an annualized
adj ust nent .

(vi) Notwi thstandi ng any inconsistent provision of |aw, adjustnents to
rates of paynent pursuant to this paragraph based on ni neteen hundred
ninety-three data that reflects an increase in statew de average case
m X conpared to nineteen hundred ei ghty-seven that exceeds the increase
based on ni neteen 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
prospectively for rates of paynment issued effective April first,
ni net een hundred ninety-five including the inpact of such adjustnent for
the period January first, nineteen hundred ninety-five through March
thirtieth, nineteen hundred ninety-five.

(g) Notwi t hstandi ng any ot her provisions of this section, all costs
and statistics that are related to inpatient services provided to
beneficiaries of title XVIII of the federal social security act
(medi care) shall not be included in the establishnent of any paynent
rates conmputed 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 XVIIlI of the federal social
security act (nedicare) and covered by title XVIIl of the federal social
security act (nedicare) shall be based on the nineteen hundred



eighty-five inpatient days actually paid on behal f of beneficiaries of
title XVI11 of the federal social security act (nedicare) 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

i npatient services provided to beneficiaries of title XVIIlI of the
federal social security act (nmedicare) and covered by title XVIII of the
federal social security act (nedicare) shall be excluded on the basis of
t he ni neteen hundred eighty-five cost center ratio of hospital ancillary
i npatient service charges related to such beneficiaries to tota

hospital cost center inpatient ancillary services charges applied to
cost center costs. Inpatient mal practice insurance costs which are
attributable to title XVIIlI of the federal social security act

(medi care) shall be excluded based on the nethodol ogy enpl oyed by title
XVII1l of the federal social security act (medicare) to identify such
costs.

(ii) Costs and statistics related to inpatient services provided to
beneficiaries of title XVIII of the federal social security act
(medi care) and covered by a secondary payor shall be excluded in
accordance with rules and regul ati ons adopted by the council and
approved by the comm ssioner in the determ nation of case paynent rates
conputed in accordance with the provisions of this section.

(h)(i) Any mal practice insurance costs which are the result of general
hospital s having to purchase or provide excess mal practice insurance
coverage for physicians in accordance with section nineteen of chapter
two hundred ninety-four of the |laws of nineteen hundred eighty-five or
section eighteen of chapter two hundred sixty-six of the |aws of
ni net een hundred ei ghty-six as amended shall not be included in
cal cul ating nmal practice insurance costs for purposes of paragraph (e) of
subdi vi si on one of this section.

(ii) The conmponent of general hospital reinbursable inpatient
operating costs based on the general hospital's inpatient nal practice
i nsurance costs plus the conponent of special additional inpatient
operating costs determ ned in accordance with subparagraphs (i) and
(iii) of paragraph (e) of subdivision one of this section specifically
related to inpatient mal practice insurance costs used to determ ne
paynment rates for annual rate periods begi nning on or after January
first, nineteen hundred eighty-eight shall be allocated anong the payors



i n accordance with regul ati ons adopted by the council and approved by
t he commi ssi oner.

(i) For patients discharged during the period April first, nineteen
hundred ni nety-two through March thirty-first, nineteen hundred
ni nety-three insured under a conmercial 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 suppl enentary 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 |aw, the volunteer firefighters
benefit |aw, the volunteer anbul ance workers' benefit [aw, the
conprehensi ve notor vehicle insurance reparations act, the terns of any
personal injury liability insurance policy, marine and inland mari ne
i nsurance policy or nmarine protections and i ndemity insurance policy.

(j) No operating cost ceilings or disallowances other than those
applicable for purposes of the determi nation of a general hospital's
rei mbursabl e i npatient operating cost base in accordance w th paragraph
(d) of subdivision one of this section shall be applied to general
hospital s, except for any cost ceilings or disallowances applied for
pur poses of subdivision twenty-four of this section and cost
di sal | onances for general hospitals with rates based on budgeted costs.

(k) Notwi t hstandi ng any i nconsistent provision of this section, case
based rates of paynent per discharge nmay, in accordance with rul es and
regul ati ons adopted by the council and approved by the conm ssi oner,
reflect incorporation of severity of illness considerations in the
nmet hodol ogy to determ ne such rates of paynent.

(1) Notwi t hstandi ng any i nconsistent provision of this section,
nothing in this section shall preclude a nodification to case based
rates of paynment per discharge in accordance with rules and regul ations
adopted by the council and approved by the conm ssioner to reflect
readm ssi on of an individual or unnecessary nultiple adm ssions of an
i ndividual to a general hospital or general hospitals.

(m Notwi t hstandi ng any inconsistent provision of this section, a
general hospital that exceeded maxi mum charge limtations as determ ned
by the conm ssioner 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 regul ati ons adopted by the council and approved by the
commi ssioner to reduce paynents determ ned pursuant to this section in
order to effect a reduction equivalent to such anmount by which such
general hospital exceeded maxi num charge |inmtations.

(n) (i) For a patient discharged froma general hospital on or after
August first, nineteen hundred eighty-eight and covered by a payor
i ncluded in the payor categories specified in paragraph (a) or (b) of
subdi vi sion one of this section that provides for a percentage
coi nsurance responsibility by or on behalf of such patient for covered
hospital services: (A) the dollar value of such percentage coi nsurance
responsibility by or on behalf of such patient shall be determ ned by
mul ti pl yi ng such coi nsurance percentage by the hospital's charges for
such patient, determ ned in accordance with 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
rei mbursed on case based paynents, for the services covered by the
payor, considering any applicable deductibles, and (B) the paynent due
to a general hospital for reinbursenent of inpatient hospital services
by such payor shall be determ ned by nultiplying the paynent rate
determ ned 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, considering any applicabl e deducti bl es.

(ii) 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 paynent rate for inpatient hospita
services for such patient for covered services determ ned in accordance
with this section based on the rate of paynent for such payor, provided,
however, that for a patient discharged froma general hospital on or
after August first, nineteen hundred ei ghty-eight a percentage
coi nsurance responsibility by or on behalf of such patient shall be
deened satisfied by paynent of the dollar value of such percentage
coi nsurance responsibility determ ned in accordance with clause (A) of
subpar agraph (i) of this paragraph.

(o) 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 incarcerated individual of such
correctional facility or local correctional facility. No general
hospital nmay demand or request any charge for hospital services provided
to such person in addition to the charges or rates authorized in
accordance with this article, except for charges for identifiable
addi tional hospital costs associated with or reasonabl e additi onal
charges associated with security arrangenents for such person

(p) (i) Notwi thstanding any inconsistent provision of |aw, a general
hospital that provides an inpatient conponent of hospice care for
persons eligible for paynents to a hospice by a governnent agency nade
in accordance with subdivisions two and three of section four thousand
twel ve of this chapter shall be reinbursed for such inpatient services
by or on behalf of the hospice at a rate of paynent no greater than the
applicable rate of paynment determ ned in accordance w th subdivi sions
two and three of section four thousand twelve of this chapter for such
hospi ce and no general hospital may charge for such inpatient services
rendered an anount in excess of such applicable rate of paynent.

(ii) Notwi thstanding any inconsistent provision of |aw, a general
hospital that provides in accordance with contractual arrangenents
bet ween 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 government agency nade in accordance with subdivisions two
and three of section four thousand twelve of this chapter or as
beneficiaries of title XVIII of the federal social security act
(medi care) shall be reinbursed for such inpatient services by or on
behal f of the hospice in accordance with such contractual arrangenents.

(q) Athird-party payor specified in paragraph (a), (b) or (c) of
subdi vi sion one of this section, with the exception of governnental
agenci es, shall provide the general hospital with a remttance advice at
the tinme paynent or adjustnent to such paynent is nade. Such renittance
advi ce shall include the patient's nanme, date of service, adnm ssion or
financial control nunber if avail able and di agnosi s-rel ated group
classification nunber if applicable and if different than that billed by
the hospital. Such remttance advice shall also include (i) the anpount
or percentage payabl e under the policy or certificate after deductibles,



co-paynents and any ot her 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 reinbursenment of the anount cl ai ned.

* (r) Notwi thstandi 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 reinbursabl e base
year inpatient adm nistrative and general costs of a general hospital,
whi ch shall include but not be limted to reported adm ni strative 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 mbur sabl e base year inpatient adm nistrative and general costs. For
t he purposes of this paragraph, reinbursable base year adm nistrative
and general costs shall nmean those base year adm nistrative and general
costs remaining after application of all other efficiency standards,

i ncluding, but not limted to, peer group cost ceilings or guidelines.
The limtation on rei nbursenment for provider admnistrative and general
expenses provided by this paragraph shall be expressed as a percentage
reducti on of the operating cost conponent of the rate pronul gated by the
comm ssi oner for each general hospital.

* NB Expired March 31, 2011

* (s) Notwithstandi ng any inconsistent provisions of this section, for
the period July first, nineteen hundred ninety-six through March
thirty-first, nineteen hundred ninety-seven, the comm ssioner shal
i ncrease rates of paynent for patients eligible for paynents made by
state governnental agencies by an anmount not to exceed forty-five
mllion dollars in the aggregate to be all ocated anong t hose vol untary
non-profit and private proprietary general hospitals which qualified for
rate adj ustnents pursuant to this paragraph as in effect for the period
July first, nineteen hundred ninety-five through June thirtieth,
ni net een hundred ni nety-six proportionally based on each such general
hospital's proportional share of the total funds all ocated pursuant to
this paragraph as in effect for the period of July first, nineteen
hundred ni nety-five through June thirtieth, nineteen hundred ninety-siXx.

* NB Expires Decenber 31, 2029



(s-1) To the extent funds are avail abl e pursuant to the provisions of
par agraph (s-2) of this subdivision and otherw se notw t hstandi ng any
i nconsi stent provision of lawto 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
ni nety-ni ne, the comm ssioner shall increase rates of paynent for
patients eligible for paynents nade by state governnental agencies by an
anount not to exceed forty-eight mllion dollars in the aggregate for
each such rate period, allocated anong those voluntary non-profit and
private proprietary general hospitals which qualified for rate
adj ust nents 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 ni nety-six. The rate adjustnents cal culated in accordance with
t hi s 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 allowabl e under federal |aw,
provi ded however that the departnment 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.

(s-2) (i) Notw thstandi ng any inconsistent provision of law to the
contrary, the followi ng funds heretofore or hereinafter accunul at ed
shall be transferred by the comm ssioner and credited to the credit of
the state general fund nedi cal assistance |ocal assistance account in an
aggregat e anount equal to the non-federal share of the costs of the rate
adj ust nents 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-ei ght hundred
seven-c, and twenty-ei ght hundred eight-c of this article;

(B) from unobligated noni es avail abl e pursuant to paragraph (b) of
subdi vi si on ni neteen of section twenty-eight hundred seven-c of this
article;

(C frominterest incone derived from pools established pursuant to



sections twenty-ei ght hundred seven-k, twenty-eight hundred seven-1 and
twenty-ei ght hundred seven-s of this article.

(ii) To the extent that funds avail abl e pursuant to the provisions of
subpar agraph (i) of this paragraph are insufficient to neet the
non-f ederal share of the costs of the rate adjustnents authorized
pursuant to paragraph (s-1) of this subdivision, the follow ng funds
hereto or hereinafter accunul ated may be transferred by the comm ssioner
to the state general fund nedical assistance |ocal assistance account
for the purposes set forth in subparagraph (i) of this paragraph:

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

(B) from unobligated noni es avail abl e pursuant to clause (D) of
subpar agraph (ii) of paragraph (b) of subdivision one of section
twenty-ei ght hundred seven-|I of this article.

(iii) Notw thstandi ng any inconsistent provision of lawto the
contrary, the conm ssioner shall transfer up 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
avai l abl e fromthe funding sources identified in subparagraph (i) of
this paragraph total less than two mllion dollars, the comm ssioner
shal |l transfer nonies from fundi ng sources identified in subparagraph
(ii) of this paragraph to the state general fund so that the tota
anount transferred pursuant to this provision equals two mllion
dol | ars.

(s-3) To the extent funds are avail abl e pursuant to the provisions of
par agraph (s-4) of this subdivision and otherw se notw t hstandi 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 governmental agencies by an anount
not to exceed thirty-six mllion dollars in the aggregate. Such anount

shall be all ocated 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 name 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 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-si X,
provi ded however, that anounts allocable to previously but no | onger
qualified hospitals shall be proportionally reallocated to the remaining
qualified hospitals. The rate adjustnents cal culated in accordance with
t hi s 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 allowable under federal |aw,
provi ded however that the departnment 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.

(s-4) Notw thstandi ng any inconsistent provision of lawto the
contrary, funds avail able pursuant to section 32-c of part F of the
chapter of the |laws of nineteen hundred ninety-nine which adds this
par agr aph shall be transferred by the conm ssioner and credited to the
credit of the state general fund nedical assistance |ocal assistance
account in an aggregate anount equal to the non-federal share of the
costs of the rate adjustnments authorized pursuant to paragraph (s-3) of
t hi s subdi vi sion

* (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 ot herwi se notwi thstandi ng any inconsistent provision of [aw, for
rate periods April first, two thousand through March thirty-first, two
t housand three, the comm ssioner shall increase rates of paynent for
patients eligible for paynents nade by state governnental agencies by an
anount 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
provi de i npatient services as of July first, nineteen hundred
ni nety-ni ne under a previous or new nane and which qualified for rate
adj ust nents 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 ni nety-si x, provided however, that anounts allocable to
previously but no longer qualified hospitals shall be proportionally
reall ocated to the remaining qualified hospitals. The rate adjustments
cal cul ated 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 full allocation, to the
extent allowabl e under federal |aw, provided however that the departnent
shall not be required to reconcile paynents made pursuant to paragraph
(s) of this subdivision applicable to periods prior to Septenber first,
ni net een hundred ni nety-seven.

* NB Expires Decenber 31, 2029

(s-6) To the extent funds are avail abl e ot herwi se notw t hst andi 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,
t he conmi ssioner shall increase rates of paynent for patients eligible
for paynents made by state governnental agencies by an anount 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 name 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 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-si X,
provi ded however, that anounts allocable to previously but no | onger
qualified hospitals shall be proportionally reallocated to the remaining
qualified hospitals. The rate adjustnents cal culated in accordance with
t hi s 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 allowable under federal |aw,
provi ded however that the departnment shall not be required to reconcile
paynment s nade pursuant to paragraph (s) of this subdivision applicable



to periods prior to Septenber first, nineteen hundred ninety-seven.
These paynents may be added to rates of paynent or made as aggregate
paynments to eligible hospitals.

(s-7) To the extent funds are avail abl e ot herwi se notw t hst andi 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,
t he conmi ssioner shall increase rates of paynent for patients eligible
for paynents made by state governnental agencies by an anpbunt not to
exceed forty-eight mllion dollars annually in the aggregate. Such
anount shall be all ocated anong those voluntary non-profit and private
proprietary general hospitals which continue to provide inpatient
services as of April first, two thousand five under a previous or new
nane 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
t hrough June thirtieth, nineteen hundred ninety-six, provided however,
that anounts allocable to previously but no |longer qualified hospitals
shall be proportionally reallocated to the renaining qualified
hospitals. The rate adjustnents calculated in accordance with this
par agr aph shall be subject to retrospective reconciliation to ensure
t hat each hospital receives in the aggregate its proportionate share of
the full allocation, to the extent all owable under federal |aw, provided
however that the departnent shall not be required to reconcil e paynents
made 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 ot herwi se notw t hst andi ng
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 comm ssioner shall increase rates of paynent for
patients eligible for paynents nade by state governnental agencies by an
anount not to exceed sixty mllion dollars annually in the aggregate.
Such anmount shall be allocated anong those voluntary non-profit general
hospital s which continue to provide inpatient services as of Apri
first, two thousand seven through March thirty-first, two thousand ei ght



and whi ch have nedi caid inpatient discharges percentages equal to or
greater than thirty-five percent. This percentage shall be conputed
based upon data reported to the departnment in each hospital's two

t housand four institutional cost report, as submtted to the departnent
on or before January first, two thousand seven. The rate adjustnents
calculated in accordance with this paragraph shall be all ocated
proportionally based on each eligible hospital's total reported nedicaid
i npatient discharges in two thousand four, to the total reported

nmedi cai d i npatient discharges for all such eligible hospitals in two

t housand 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

al | owabl e under federal |aw. Such paynents nay be added to rates of
payment or nade as aggregate paynents 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 mllion dollars shall be allocated to

vol untary non-profit hospitals which continue to provide inpatient
services as of April first, two thousand seven through March
thirty-first, tw thousand ei ght and whi ch have Medicaid inpatient

di scharge percentages of less than thirty-five percent and which had
previously qualified for distributions pursuant to paragraph (s-7) of
this subdivision. The rate adjustnment cal culated in accordance with this
par agraph shall be allocated proportionally based on the anount of noney
the hospital had received in two thousand 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
contracts entered into pursuant to the provisions of article forty-three
of the insurance |law or to nenbers of a conprehensive health services
pl an 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 conm ssioner for paynents by such article
forty-three insurance | aw corporations or article forty-four



organi zations. No general hospital nmay 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 Cctober 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 |law, or nenbers of a conprehensive
heal t h services plan operating pursuant to the provisions of article
forty-four of this chapter, amounts in excess of the paynents
establ i shed by such hospital for patient services in accordance with the
provi si ons of paragraph (c) of subdivision one of this section, or in
the event the article forty-three insurance |aw corporation or
conprehensi ve 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
servi ces whose rates of paynent are determ ned in accordance with
par agraph (b) of subdivision one of this section based on an i nputed
rate of paynent determ ned in accordance with paragraph (a) of
subdi vi sion one of this section for an article forty-three insurance | aw
corporation, adjusted for uncovered services, and increased by thirteen
per cent .

(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 ternmnate 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
beneficiary of a contract entered into pursuant to the provisions of
article forty-three of the insurance |law, or a nenber of a conprehensive
heal t h services plan operating pursuant to the provisions of article
forty-four of this chapter, after the effective date of term nation of
such contract, anounts in excess of the paynents established by such



hospital for patient services in accordance with the provisions of

par agraph (c) of subdivision one of this section, or in the event the
article forty-three insurance | aw corporati on or conprehensive health
services plan operating pursuant to the provisions of article forty-four
of this chapter provides for reinbursenent on an expense incurred basis
and makes paynment directly to such hospital for patient services for its
subscri bers 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 paynent
are determned in accordance with paragraph (b) of subdivision one of
this section based on an inputed rate of paynent determned in
accordance with paragraph (a) of subdivision one of this section for an
article forty-three insurance | aw corporation, adjusted for uncovered
services, and increased by thirteen percent.

(c) No general hospital shall refuse to provide patient services to
such subscribers or beneficiaries solely on the grounds of such
subscription or nenbership.

(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 |law for inpatient and
out pati ent services on behalf of subscribers of a foreign corporation
whi ch perfornms simlar functions in another state or which belongs to a
nat i onal association conprised of simlar corporations to which the
article forty-three corporation also bel ongs; provided, however, the
foreign corporation or the laws of the state in which the foreign
corporation is organi zed extends to article forty-three corporations
organi zed and operating in this state a reciprocal right to have the
forei gn corporation make paynents to hospitals in that other state on
behal f of subscribers of the article forty-three corporations at the
same rate of paynent as that foreign corporation pays for its own
subscri bers.

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

* NB Expires Decenber 31, 2029

13. Restitution authorization. In enforcing the provisions of
subdi vi si ons one and twelve of this section, the comm ssioner may, in



addition to the penalties and injunctions set forth in section twelve of
this chapter, order that any general hospital provide restitution for
any overpaynments made by any party. Any hospital nay request a fornal
heari ng pursuant to the provisions of section twelve-a of this chapter
in the event the hospital objects to any order of the comm ssioner

her eunder. The comm ssioner may direct that such a hearing be held

Wi t hout 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 XVl
of the federal social security act (nedicare), all rates and general
hospi tal charges, including rates of paynent for state governnenta
agenci es provided all federal approvals necessary by federal |aw and
regul ation for federal financial participation in paynents nade for
beneficiaries eligible for nedical assistance under title XI X of the
federal social security act based upon the all owance provi ded herein as
a conponent of such paynents are granted, established for rate periods
comenci ng on or after January first, nineteen hundred ei ghty-ei ght and
prior to January first, nineteen hundred ninety-seven in accordance with
this section shall include the allowance specified in paragraph (c) of
t hi s subdivision. The all owance shall be conputed on the basis of the
operating and capital related conponents of such rates after trendi ng of
t he operating portion. For the purposes of this subdivision and
subdi vi si on seventeen of this section, major public general hospitals
are defined as all state operated general hospitals, all general
hospital s operated by the New York city health and hospitals corporation
as established by chapter one thousand sixteen of the | aws of nineteen
hundred si xty-nine as anended and all other public general hospitals
havi ng annual inpatient operating costs in excess of twenty-five mllion
dol | ars.

* NB Effective until Decenmber 31, 2029

* (a) Wth the exception of rates of paynent for services provided to
beneficiaries of title XVIII of the federal social security act
(medicare), all rates and general hospital charges, including rates of
paynment for state governnental agencies provided all federal approvals
necessary by federal |aw and regul ation for federal financial
participation in paynents nade for beneficiaries eligible for nedical



assi stance under title XI X of the federal social security act based upon
the all owance provi ded herein as a conponent of such paynents are
granted, established for rate periods commenci ng on or after January
first, nineteen hundred eighty-eight in accordance with this section
shall include the all owance specified in paragraph (c) of this
subdi vi sion. The all owance shall be conputed on the basis of the
operating and capital related conponents of such rates after trendi ng of
t he operating portion. For the purposes of this subdivision and
subdi vi si on seventeen of this section, major public general hospitals
are defined as all state operated general hospitals, all general
hospital s operated by the New York city health and hospitals corporation
as established by chapter one thousand sixteen of the | aws of nineteen
hundred si xty-nine as anended and all other public general hospitals
havi ng annual inpatient operating costs in excess of twenty-five mllion
dol | ars.

* NB Effective Decenber 31, 2029

(b) The allowance shall be a percentage to reflect the needs for the
financing of |losses resulting frombad debts and the costs of charity
care of general hospitals within article forty-three insurance |aw
regi ons, or such other regions as adopted pursuant to subdivi sion
si xteen of this section, and within a statew de determ nation of
financial resources to be conmtted for this purpose.

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 nental hygiene |aw shall be
considered 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
principles designed to enable hospitals to fairly and accurately
determ ne and report | osses frombad debts and the costs of charity
care.

(c) The regional anounts to be included in rates approved for the rate



year comenci ng January first, nineteen hundred ei ghty-eight shall be
equal to the sumof the follow ng two conponents divided by the total

rei mbursabl e i npatient costs for the general hospitals |ocated in the
regi on, excluding inpatient costs related to beneficiaries of title
XVIIl of the federal social security act (medicare), and after
application of the trend factor. The first conponent shall be the result
of the ratio between the total nom nal paynment anmount in dollars as
determ ned i n subparagraph (i) of this paragraph that would be all ocated
to voluntary non-profit, private proprietary and public general

hospi tal s other than major 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
anounts to voluntary non-profit, private proprietary and public general
hospital s ot her than major public general hospitals applied to the total
statew de resources committed for this purpose to regional pools in the
rate year, excluding the total statew de anobunt allocated in the rate
year for this purpose to major public general hospitals in accordance
wi t h subparagraph (iii) of this paragraph. The second conponent shall be
the dollar anmount allocated to major public general hospitals in the
region in accordance with subparagraph (iii) of this paragraph. The

regi onal anmount to be included in the rates approved for the rate years
comenci ng on or after January first, nineteen hundred ei ghty-nine shal
be conputed in the sanme nanner except that the base year for the
targeted need as specified in subparagraph (i) of this paragraph shal

be the cal endar year which is two years prior to the rate year. For each
annual rate period conmencing on or after January first, nineteen
hundred ei ghty-eight, the statew de anobunt to be avail able in regional
pools for this purpose shall equal five and forty-ei ght hundredths
percent of the total hospital reinbursable inpatient costs, excluding

i npatient costs related to services provided to beneficiaries of title
XVII1l of the federal social security act (medicare), conmputed w thout
consideration of inpatient uncollectible amounts, 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
i npati ent and outpatient services excluding referred anmbul atory



services. For the rate year begi nning January first, nineteen hundred
ei ghty-ei ght and endi ng Decenber thirty-first, nineteen hundred
ei ghty-ei ght the scale specified in subparagraph (ii) of this paragraph
shall be utilized to cal culate individual hospital's nom nal paynent
anounts on the basis of the percentage rel ationship between their
ni net een hundred ei ghty-six need and ni net een hundred ei ghty-si x net
patient service revenues. The nom nal paynent anount shall be defined as
the sumof the dollars attributable to the application of an
increnmental ly increasing proportion of reinbursenment for percentage
i ncreases in targeted need according to the scale specified in
subpar agraph (ii) of this paragraph. The sum of the nom nal paynent
anounts for all hospitals in a region shall be the region's total
nom nal paynent anount.
(ii) The scale utilized for devel opnment of each hospital's nom nal
paynment anount shall be as foll ows:
Per cent age of Rei nbursenent
Attributable to that Portion

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

(iii) The dollar anount allocated to major public general hospitals in
a region in the rate years nineteen hundred ei ghty-ei ght, nineteen
hundred ei ghty-nine and in that portion of the nineteen hundred ninety
rate year beginning 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 ngjor
public general hospitals' inpatient reinbursable costs within the region
to total statew de general hospital inpatient reinbursable costs, as
conput ed on the basis of nineteen hundred eighty-five financial and
statistical reports and excluding costs related to services to
beneficiaries of title XVIII of the federal social security act



(medicare), to the statew de resources comrtted for this purpose to
regi onal pools, conputed wi thout consideration of inpatient
uncol | ecti bl e amounts.

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

(d) I'n the event the regi onal percentage bad debt and charity care
al | onances for general hospitals for a rate period commenci ng on or
after January first, nineteen hundred ninety-four determned in
accordance 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 w th subdivi sion
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
rel ated tax for purposes of the revenues received by the state from such
al | ownances not reduci ng the anmobunt expended by the state as nedi cal
assi stance for purposes of federal financial participation, but the
regi onal percentage all owances for the nineteen hundred ninety-three
rate year do so qualify, then the regional percentage allowances for the
regions for the nineteen hundred ninety-three rate year determned in
accordance with paragraph (c) of this subdivision shall be further
continued for such period for such regions.

14-a. Supplenentary bad debt and charity care adjustnment. (a)
Not wi t hst andi ng any i nconsi stent provision of this section, rates of
paynment for inpatient hospital services for persons eligible for
paynments nade by state governnental agencies for the period April first,
ni net een hundred ei ghty-nine to Decenber thirty-first, nineteen hundred
ei ghty-nine and for each annual period comrenci ng January first during
the period January first, nineteen hundred ninety to Decenber
thirty-first, nineteen hundred ninety-three applicable to patients
eligible for federal financial participation under title Xl X of the
federal social security act in nmedical assistance provided pursuant to
title eleven of article five of the social services |aw determ ned in
accordance with this section for a major public general hospital, as



defined in paragraph (a) of subdivision fourteen of this section, shal

i nclude a suppl enentary bad debt and charity care adjustnment determn ned
i n accordance with paragraph (b) of this subdivision provided the state
governnment al agency or the county governnment in which such genera
hospital is located, 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 nanner as may be specified by the comm ssioner an el ection
for such adjustnent for such hospital for each period provided that such
el ection is subject to the approval of the state director of the budget
and provided all federal approvals necessary by federal |aw and

regul ation for federal financial participation in paynents nade for
beneficiaries eligible for nedical assistance under title XI X 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 ei ghty-nine to Decenber
thirty-first, nineteen hundred eighty-nine and for each annual period
comenci ng 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 determ ned for
each period in accordance with rules and regul ati ons adopted by the
council and approved by the conm ssioner based upon the anount
cal cul ated by subtracting the anmobunt projected to be distributed to such
maj or public general hospital pursuant to paragraph (a) of subdivision
seventeen of this section for such period froman anmount cal cul ated as
t he product of the projected bad debt and charity care nom nal paynent
anount coverage ratio for such period for voluntary non-profit, private
proprietary and public general hospitals other than major public general
hospitals multiplied by the base year bad debt and charity care inputed
nom nal paynent anmount for such major public general hospital determ ned
i n accordance with the nethodol ogy provided in paragraph (c) of
subdi vi sion fourteen of this section for calculation of a nom nal
paynment anount for voluntary non-profit, private proprietary and public
general hospitals other than maj or public general hospitals. The
coverage ratio shall be conputed as the ratio between the sum of the
dol I ar value of the anpbunt commtted to the regional pools in accordance
wi th paragraph (c) of subdivision fourteen of this section and paragraph



(a) of subdivision nineteen of this section for the rate period that
woul d be allocated to voluntary non-profit, private proprietary and
public general hospitals other than major public general hospitals in
accordance wi th paragraph (b) of subdivision seventeen of this section
and the base year nom nal paynent anmount for such hospitals.

(ii) A supplenmentary bad debt and charity care adjustnent provided in
accordance with subparagraph (i) of this paragraph shall be adjusted to
reflect actual distributions pursuant to paragraph (a) and (b) of
subdi vi si on seventeen of this section.

* (c) Notwithstandi ng any inconsistent provision of this subdivision,
a suppl enentary bad debt and charity care adjustnent shall be determ ned
and provi ded for each of the nineteen hundred ninety-four, nineteen
hundred ni nety-five and ni neteen 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 equal
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 may be nmade to rates of paynment or as aggregate paynents to
an eligible hospital.

* NB Effective until Decenber 31, 2029

* (c) Notwithstandi ng any inconsistent provision of this subdivision,
a suppl enentary bad debt and charity care adjustnent shall be determ ned
and provi ded for each of the nineteen hundred ninety-four, nineteen
hundred ninety-five and for the period January first, nineteen hundred
ni nety-si x through June thirtieth, nineteen hundred ninety-six rate
periods, provided that the el ection pursuant to paragraph (a) of this
subdi vision is continued for such period, for a major public general
hospital equal to the higher of such adjustnment for the nineteen hundred
ni nety-one rate period or for the nineteen hundred ninety-three rate
period. The adjustnent may be nmade to rates of payment or as aggregate
paynments to an eligi ble hospital.

* NB Effective Decenber 31, 2029

* (d) Notwi thstandi ng any inconsistent provision of |aw, the
provi si ons of paragraphs (a), (b) and (c) of this subdivision shall not
apply to paynents for patients discharged on or after January first,
ni net een hundred ni nety-seven.

* NB Expires Decenber 31, 2029



14-b. General health care services allowance. (a) Wth the exception
of rates of paynment for services provided to beneficiaries of title
XVII1l of the federal social security act (medicare), 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 all owance of the general hospital's
rei mbursabl e i npatient costs, excluding inpatient costs related to
services provided to beneficiaries of title XVIIlI of the federal social
security act (nedicare), conputed w thout consideration of inpatient
uncol l ecti bl e anounts, 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 all owance of
twenty-three hundredths of one percent;

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

(iii) 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 thousandths of one percent;

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

* (v) for the January first, nineteen hundred ninety-six through
Decenber thirty-first, nineteen hundred ninety-six rate period, an
al | onance of one and ni ne hundredths percent.

* NB Effective until Decenber 31, 2029

* (v) for the January first, nineteen hundred ninety-six through June
thirtieth, nineteen hundred ninety-six rate period, an allowance of one
and ni ne hundredths percent.

* NB Effective Decenber 31, 2029

(b) For rate periods beginning on or after January first, nineteen
hundred ni nety-one but prior to January first, nineteen hundred
ni nety-four, funds will be accunul ated and made avail able in regional
pool s created by the comm ssioner for regional distributions in
accordance with section twenty-ei ght hundred seven-bb of this chapter
t hrough the subm ssion by or on behalf of general hospitals of the



al l owance included in rates and charges in accordance w th paragraph (a)
of this subdivision. Such regions shall be those established pursuant to
par agr aph (b) of subdivision sixteen of this section. The regi onal pools
may be admi nistered in accordance with the provisions of paragraph (c)
of subdivision 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
i n accordance with the provisions of subdivision twenty of this section
applicable to bad debt and charity care regional pools.

(c) If on Septenber thirtieth, nineteen hundred ninety-four, any funds
accumnul ated over the period January first, nineteen hundred ninety-one
t hrough Decenber thirty-first, nineteen hundred ninety-three are unused
or uncommtted for the allocations provided for in this subdivision,
such unused or uncommitted funds shall be reallocated for use in
accordance with the provisions of subdivision seventeen of this section.

(d) For the rate periods conmencing on or after January first,
ni net een hundred ninety-four, funds will be accunmul ated in a statew de
pool created by the conm ssioner through the subnm ssion by or on behal f
of general hospitals of the allowance included in rates and charges in
accordance with paragraph (a) of this subdivision, for distributions in
accordance w th subdivision nineteen-a of this section.

(e) The comm ssioner is authorized to contract with a pool
adm ni strator designated in accordance with paragraph (c) of subdivision
si xteen of this section or, if not available, such other admnistrators
as the comm ssioner shall designate, to receive funds for the pools
created pursuant to this subdivision and to distribute funds in
accordance with this subdivision and subdivi sion nineteen-a of this
section. If a pool adm nistrator is designated, the conmm ssioner shal
conduct or cause to be conducted an annual audit of the receipt and
di stribution of pool funds. The reasonabl e costs and expenses of a pool
adm ni strator as approved by the commi ssioner, not to exceed for
personnel services on an annual basis two hundred thousand doll ars,
shall be paid fromthe pool ed funds.

(f) (i) Paynments to the pools by or on behalf of general hospitals of
funds due based on the all owances provided in accordance with this
subdi vi sion shall be due in accordance with the provisions of
subdi vision twenty of this section in the same nanner as applicable to



bad debt and charity care regional pools. Arrearages in paynents due may
be coll ected and interest and penalties due shall be determ ned and may
be coll ected by the conm ssioner in accordance with the provisions of
subdi vision twenty of this section in the same nanner as applicable to
bad debt and charity care regional pools.

(ii1) Notwi thstanding any inconsistent provision of this section, as
shall be necessary to obtain federal financial participation in medical
assi stance expenditures in accordance with title Xl X of the federal
social security act, the allowances included in rates of paynent
pursuant to this subdivision on behalf of patients eligible for nedical
assi stance pursuant to title eleven of article five of the soci al
services |law shall be w thheld from nedi cal 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 nanner
as specified by the commi 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 all owance received for nedical assistance patients
shall be due within five days of receipt of such funds. Funds w thheld
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 all owances provided pursuant to paragraph (a) of this
subdi vi sion shall be effective and inplenmented for purposes of
determ ning rates of paynent for state governnental agencies contingent
on receipt of all federal approvals necessary by federal |aw or
regul ations for federal financial participation in paynents nmade for
beneficiaries eligible for nedical assistance under title XI X of the
federal social security act based upon such all owances as a conponent of
such paynents. |If such federal approvals are not granted for such
al | ownances or conponents thereof, rates of paynment for state
governnment al agencies shall be determ ned in accordance with the
provi sions of this section without consideration of such all owances or
such conmponents plus an adjustnent not subject to federal financial
partici pation equal to one-half of the difference between such rates of
payment determ ned wi thout consideration of such all owances or
conponents and a rate of paynent determ ned based on such all owances or
conponents. The pool s established pursuant to this subdivision shal



refund to the state governnental agency from pool reserves, current
funds or future receipts any overpaynent received based on a retroactive
reducti on pursuant to this paragraph in the all owances.

(h) The all owances provi ded pursuant to paragraph (a) of this
subdi vi si on 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 departnent of
heal th and hurman services determ nes that such all owances or such
conponents thereof are an inperm ssible health care related tax for
pur poses of the federal nedicaid voluntary contribution and
provi der-specific tax anmendnents of nineteen hundred ni nety-one for
pur poses of such funds reduci ng the anount deened expended by the state
as nedi cal assistance for purposes 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 XVIIl of the federal social security
act (nedicare), all rates and general hospital charges established for
rate peri ods commenci ng on or after January first, nineteen hundred
ni nety-one but prior to January first, nineteen hundred ninety-four in
accordance with 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
rei mbursabl e i npatient costs, excluding inpatient costs related to
services provided to beneficiaries of title XVIII of the federal social
security act (nedicare), conputed w thout consideration of inpatient
uncol l ecti bl e anounts, and after application of the trend factor.

* NB Effective until Decenmber 31, 2029

* (a) Wth the exception of rates of paynent for services provided to
beneficiaries of title XVIII of the federal social security act
(medicare), all rates and general hospital charges established for rate
peri ods commenci ng on or after January first, nineteen hundred
ni nety-one but prior to January first, nineteen hundred ninety-four in
accordance with 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 June
thirtieth, nineteen hundred ninety-six an allowance of three hundred
twenty-five thousandths of one percent of the general hospital's
rei mbursabl e i npatient costs, excluding inpatient costs related to
services provided to beneficiaries of title XVIIl of the federal social
security act (nedicare), conputed w thout consideration of inpatient
uncol l ecti bl e anounts, and after application of the trend factor.

* NB Effective Decenber 31, 2029

(b) A statew de pool shall be created through the subm ssions 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
accunul ated in the statew de pool, including inconme frominvested funds,
shal | be deposited by the comm ssioner and credited to a speci al
revenue-ot her fund to be established by the conptroller. To the extent
of funds appropriated therefor, funds shall be nade avail able for
distributions by or on behalf of the state, as paynents under the state
nmedi cal assi stance program provi ded pursuant to title eleven of article
five of the social services |law, fromthe statew de pool in the sane
manner as distributions nade in accordance with paragraph (c) of
subdi vi sion nineteen of this section. The statew de pools nay be
adm ni stered in accordance with the provisions of paragraph (c) of
subdi vi si on sixteen of this section applicable to bad debt and charity
care regional pools. Paynents by or on behalf of general hospitals to
st at ewi de pools shall be due and arrearages, interest and penalties
shall be treated in accordance with the provisions of subdivision twenty
of this section applicable to bad debt and charity care regi onal pools.

(c) Notwi thstandi ng any inconsistent provision of |law, the
commi ssioner may allocate and distribute funds accunmul ated in the
st at ewi de pool created pursuant to this subdivision and funds
accunmul ated in the statew de pool created by the assessnents authorized
i n accordance with subdivision eighteen of this section and avail abl e
for distribution in accordance with paragraphs (c) and (d) of
subdi vi sion nineteen of this section for contracts for independent
managenent audits of financially distressed hospitals, provided,
however, that the total amount for audits pursuant to this paragraph
shal | not exceed two million five hundred thousand dollars over the
period January first, nineteen hundred ninety-four through Decenber



thirty-first, nineteen hundred ninety-five. Copies of managenent audit
reports of financially distressed hospitals shall be provided by the
commi ssioner to the chairs of the senate and assenbly health conmttees.

14-d. Supplenentary |ow inconme patient adjustnment. * (a)
Not wi t hst andi ng any i nconsi stent provision of this section, paynent for
i npatient hospital services for persons eligible for paynents made by
state governnental agencies for rate periods during the period January
first, nineteen hundred ninety-one through Decenber thirty-first,
ni net een hundred ninety-six applicable to patients eligible for federal
financial participation under title XIX of the federal social security
act in medical assistance provided pursuant to title eleven of article
five of the social services |law determned in accordance with this
section shall include for eligible general hospitals a supplenentary | ow
i ncone patient adjustnment determined in accordance with paragraph (b) of
this subdivision, provided all federal approvals necessary by federal
| aw and regul ation for federal financial participation in paynents nade
for beneficiaries eligible for nmedical assistance under title Xl X of the
federal social security act based upon the adjustnent provided herein as
a conponent of such paynents are granted. The adjustnment may be nade to
rates of paynment or as aggregate paynents to an eligible hospital.

* NB Effective until Decenber 31, 2029

* (a) Notwi thstandi ng any inconsistent provision of this section,
paynment for inpatient hospital services for persons eligible for
paynments nade by state governnental agencies for rate periods during the
period January first, nineteen hundred ninety-one through June
thirtieth, nineteen hundred ninety-six applicable to patients eligible
for federal financial participation under title Xl X of the federal
social security act in nedical assistance provided pursuant to title
el even of article five of the social services |aw determned in
accordance with this section shall include for eligible general
hospital s a supplenentary | ow i ncone patient adjustnent determned in
accordance with paragraph (b) of this subdivision, provided all federal
approval s necessary by federal |aw and regul ation for federal financial
participation in paynents nade for beneficiaries eligible for nedical
assi stance under title XI X of the federal social security act based upon
t he adj ustnent provided herein as a conmponent of such paynents are



granted. The adjustnent may be nmade to rates of paynent or as aggregate
paynments to an eligi ble hospital.

* NB Effective Decenber 31, 2029

* (b) A supplenmentary |ow incone patient adjustnent for the period
January first, nineteen hundred ninety-one through Decenber
thirty-first, nineteen hundred ninety-three shall be determ ned, subject
to the provisions 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
el igible hospital according to the scale specified in subparagraph (iii)
of this paragraph based upon the anount cal cul ated by nultiplying the
appl i cabl e suppl enental percentage coverage of need anmount for the
hospital by the hospital's need as defined in paragraph (b) of
subdi vi sion fourteen of this section; provided, however, that for the
period January first, nineteen hundred ninety-four through Decenber
thirty-first, nineteen hundred ninety-six if the sum of the adjustnents
pursuant to clause (C) of subparagraph (iii) of this paragraph woul d
exceed thirty-six mllion dollars for a rate year on an annualized basis
t he suppl enental percentage coverage of need scal e pursuant to clause
(C of subparagraph (iii) of this paragraph shall be reduced on a pro
rata basis so that the sum of such adjustments provided for the rate
year on an annuali zed basis shall not exceed thirty-six mllion dollars.

(i) The low incone patient percentage of a general hospital shall be
defined as the ratio of the sumof inpatient discharges of patients
eligible for nmedical assistance pursuant to title eleven of article five
of the social services |aw 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
January first, nineteen hundred ninety-one through Decenber
thirty-first, nineteen hundred ninety-three, the percentages shall be
cal cul at ed based on base year ni neteen hundred ei ghty-nine, received by
the departnent no |ater than Novenber first, nineteen hundred ninety,
data fromthe statew de planning and research cooperative system
consistent with data submitted in accordance with 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
ni nety-si x, the percentages shall be cal cul ated based on base year



ni net een hundred ni nety-one, received by the departnent no | ater than
Novenber first, nineteen hundred ninety-three, data fromthe statew de
pl anni ng and research cooperative system consistent with data submtted
i n 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 nmust nmaintain its collection efforts to obtain paynent in
full fromself-pay patients.

(ii) For the period January first, nineteen hundred ninety-one through
Decenber thirty-first, nineteen hundred ninety-three, hospital need
shal | be cal cul at ed based on base year ni neteen 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.

(iii)(A) The scale utilized for devel opnent of a hospital's
suppl ementary | ow i ncome patient adjustnment shall be as follows for the
period January first, nineteen hundred ninety-one through June
thirtieth, nineteen hundred ninety-one:

Low I ncone Suppl enent al Per cent age
Pat i ent Percent age 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 opnent of a hospital's suppl enmentary
| ow i nconme adjustnent shall be as follows for the period July first,
ni net een hundred ni nety-one for a public general hospital through
Decenber thirty-first, nineteen hundred ninety-six and for a voluntary
non-profit or a private proprietary general hospital through Septenber
thirtieth, nineteen hundred ninety-two:

Low | ncone Suppl enent al Per cent age
Pat i ent Percent age Cover age of Need

35+ 55% 20%

55+ 60% 25%

60+ 65% 30%



65+ 70% 37.5%
70+ 45%

(C The scale utilized for devel opnent of a voluntary non-profit or
private proprietary general hospital's supplenentary |ow incone patient
adj ustnment 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
ni nety-four through Decenber thirty-first, nineteen hundred ninety-six:

Low | ncone Suppl enent al Per cent age
Pat i ent Percent age Cover age of Need

35+ 50% 10%

50+ 55% 20%

55+ 60% 25%

60+ 65% 30%

65+ 70% 37.5%

70+ 45%

(D) The scale utilized for devel opnent of a voluntary non-profit or
private proprietary general hospital's supplenentary |ow incone patient
adj ustment 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 suppl enental percentage coverage of
need scal e specified in clause (C) of this subparagraph.

(iv) A supplenentary |ow incone patient adjustment determ ned
according to the scale specified in subparagraph (iii) of this paragraph
shall be limted for rate periods during the period January first,
ni net een hundred ni nety-one through Decenber thirty-first, nineteen
hundred ni nety-three such that the amount of such adjustnment for an
eligible hospital, plus the amount comritted to the regional pools in
accordance with paragraph (c) of subdivision fourteen of this section
and paragraph (a) of subdivision 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
subdi vi sion nineteen of this section for such hospital, and plus for a
maj or public general hospital the anobunt of any suppl enentary bad debt
and charity care adjustnent provided 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 general
hospital eligible for distributions made pursuant to paragraph (c) of
subdi vi sion nineteen of this section.

* NB Effective until Decenmber 31, 2029

* (b) A supplenmentary |ow incone patient adjustnent for the period
January first, nineteen hundred ninety-one through Decenber
thirty-first, nineteen hundred ninety-three shall be determ ned, subject
to the provisions of subparagraph (iv) of this paragraph, and for the
period January first, nineteen hundred ninety-four through June
thirtieth, nineteen hundred ninety-six shall be determ ned for each
el igible hospital according to the scale specified in subparagraph (iii)
of this paragraph based upon the anount cal cul ated by nultiplying the
appl i cabl e suppl enental percentage coverage of need anmount for the
hospital by the hospital's need as defined in paragraph (b) of
subdi vi sion fourteen of this section; provided, however, that for the
period January first, nineteen hundred ninety-four through June
thirtieth, nineteen hundred ninety-six if the sumof the adjustnents
pursuant to clause (C) of subparagraph (iii) of this paragraph woul d
exceed thirty-six mllion dollars for a rate year on an annualized basis
t he suppl enental percentage coverage of need scal e pursuant to clause
(C of subparagraph (iii) of this paragraph shall be reduced on a pro
rate basis so that the sum of such adjustments provided for the rate
year on an annuali zed basis shall not exceed thirty-six mllion dollars.

(i) The low incone patient percentage of a general hospital shall be
defined as the ratio of the sumof inpatient discharges of patients
eligible for nmedical assistance pursuant to title eleven of article five
of the social services |aw 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
January first, nineteen hundred ninety-one through Decenber
thirty-first, nineteen hundred ninety-three, the percentages shall be
cal cul at ed based on base year ni neteen hundred ei ghty-nine, received by
the departnent no |ater than Novenber first, nineteen hundred ninety,
data fromthe statew de planning and research cooperative system
consistent with data submitted in accordance with section twenty-eight
hundred five-a of this article. For the period January first, nineteen
hundred ni nety-four through June thirtieth, nineteen hundred ninety-si X,



t he percentages shall be cal cul ated based on base year nineteen hundred
ni nety-one, received by the departnment no | ater than Novenber first,

ni net een hundred ninety-three, data fromthe statew de planning and
research cooperative systemconsistent with data submtted in accordance
Wi th section twenty-eight hundred five-a of this article. In order to be
eligible for an adjustment pursuant to this subdivision, a hospital nust
maintain its collection efforts to obtain paynment in full from self-pay
patients.

(ii) For the period January first, nineteen hundred ninety-one through
Decenber thirty-first, nineteen hundred ninety-three, hospital need
shal | be cal cul at ed based on base year ni neteen hundred ei ghty-nine
data. For the period January first, nineteen hundred ninety-four through
June thirtieth, nineteen hundred ninety-six, hospital need shall be
cal cul at ed based on base year ni neteen hundred ni nety-one data.

(iii)(A) The scale utilized for devel opnent of a hospital's
suppl ementary | ow i ncome patient adjustnment shall be as follows for the
period January first, nineteen hundred ninety-one through June
thirtieth, nineteen hundred ninety-one:

Low I ncone Suppl enent al Per cent age
Pat i ent Percent age 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 opnent of a hospital's suppl ementary
| ow i nconme adjustment shall be as follows for the period July first,
ni net een hundred ni nety-one for a public general hospital through June
thirtieth, nineteen hundred ninety-six and for a voluntary non-profit or
a private proprietary general hospital through Septenber thirtieth,
ni net een hundred ni nety-two:

Low | ncone Suppl enent al Per cent age
Pat i ent Percent age Cover age of Need
35+ 55% 20%

55+ 60% 25%



60+ 65% 30%
65+ 70% 37.5%
70+ 45%

(C The scale utilized for devel opnent of a voluntary non-profit or
private proprietary general hospital's supplenentary |ow incone patient
adj ustment 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
ni nety-four through June thirtieth, nineteen hundred ninety-six:

Low | ncone Suppl enent al Per cent age
Pat i ent Percent age Cover age of Need

35+ 50% 10%

50+ 55% 20%

55+ 60% 25%

60+ 65% 30%

65+ 70% 37.5%

70+ 45%

(D) The scale utilized for devel opnent of a voluntary non-profit or
private proprietary general hospital's supplenentary |ow incone patient
adj ustnment 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 suppl enental percentage coverage of
need scal e specified in clause (C) of this subparagraph.

(iv) A supplenentary |ow incone patient adjustment determ ned
according to the scale specified in subparagraph (iii) of this paragraph
shall be limted for rate periods during the period January first,
ni net een hundred ni nety-one through Decenber thirty-first, nineteen
hundred ni nety-three such that the amount of such adjustnment for an
eligible hospital, plus the amount comritted to the regional pools in
accordance with paragraph (c) of subdivision fourteen of this section
and paragraph (a) of subdivision 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
subdi vi sion nineteen of this section for such hospital, and plus for a
maj or public general hospital the anbunt of any suppl enentary bad debt
and charity care adjustnent provided 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 general
hospital eligible for distributions made pursuant to paragraph (c) of
subdi vi sion nineteen of this section.

* NB Effective Decenber 31, 2029

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

(d) Notwi t hstandi ng any i nconsistent 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
subdi vision, is between thirty-five and sixty-five percent shall be
charged an assessnent which for the period July first, nineteen hundred
ni nety-one t hrough Decenber thirty-first, nineteen hundred ninety-one
shall equal five percent of the general hospital's bad debt and charity
care need as determned in accordance with paragraph (b) of subdivision
fourteen of this section and for the period January first, nineteen
hundred ni nety-two through Septenber thirtieth, nineteen hundred
ni nety-two shall equal seven and one-half percent of the general
hospital's bad debt and charity care need as determ ned in accordance
wi t h paragraph (b) of subdivision fourteen of this section. Such
assessnent shall be paid to the conm ssioner or his designee prior to
Cct ober first, nineteen hundred ninety-two in accordance with a schedul e
establ i shed by the conm ssioner. The assessnents nmay be admi nistered in
accordance with the provisions of paragraph (c) of subdivision sixteen
of this section applicable to bad debt and charity care regi onal pools.
Paynments of the assessnents shall be due and arrearages shall be treated
i n accordance 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
department of social services nedical assistance program general fund -
| ocal assi stance account appropriation.



* (e) Notwithstandi ng any inconsistent provision of |aw, the
provi si ons 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.

* NB Expires Decenber 31, 2029

* 14-f. Public general hospital indigent care adjustnent.

Not wi t hst andi ng any i nconsi stent provision of this section and subject
to the availability of federal financial participation, paynent for

i npatient hospital services for persons eligible for paynents made by
state governnental agencies for the period January first, nineteen
hundred ni nety-seven through Decenber thirty-first, nineteen hundred

ni nety-ni ne and peri ods on and after January first, two thousand
applicable to patients eligible for federal financial participation
under title XIX of the federal social security act in nedical assistance
provi ded pursuant to title eleven 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 adjustnents

provi ded for such public general hospital for the period January first,
ni net een hundred ni nety-six through Decenber thirty-first, nineteen
hundred ni nety-si x pursuant to subdivisions fourteen-a and fourteen-d of
this section on an annualized basis, provided, however, that for periods
on and after January first, two thousand thirteen an annual anount of
four hundred twelve mllion dollars shall be allocated to eligible ngjor
public hospitals based on each hospital's proportionate share of

medi caid and uni nsured | osses to total nedicaid and uninsured | osses for
all eligible major public hospitals, net of any disproportionate share
hospi tal paynments received pursuant to sections twenty-eight hundred
seven-k and twenty-ei ght hundred seven-w of this article. The adjustnment
may be nmade to rates of paynent or as aggregate paynents to an eligible
hospi t al

* NB Effective until Decenmber 31, 2029

* 14-f. Public general hospital indigent care adjustnent.

Not wi t hst andi ng any i nconsi stent provision of this section, paynent for
i npatient hospital services for persons eligible for paynents nmade by
state governnental agencies for the period January first, nineteen
hundred ni nety-seven through Decenber thirty-first, nineteen hundred



ni nety-ni ne applicable to patients eligible for federal financial
participation under title XIX of the federal social security act in
medi cal assistance provided pursuant to title eleven of article five of
the social services |aw deternmined in accordance with this section shal
include for eligible public general hospitals a public general hospital
i ndi gent care adjustnent equal to the aggregate anount of the
adj ust nents 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
fourteen-a and fourteen-d of this section on an annualized basis,
provi ded all federal approvals necessary by federal |aw and regul ation
for federal financial participation in paynents made for beneficiaries
eligible for nmedical assistance under title XIX of the federal soci al
security act based upon the adjustnent provided herein as a conponent of
such paynents are granted. The adjustnment may be nade to rates of
payment or as aggregate paynents to an eligible hospital.

* NB Effective and repeal ed Decenber 31, 2029

15. Special provisions for paynents by governnental agencies. In the
event that federal financial participation in paynents made for
beneficiaries eligible for nedical assistance under title XI X of the
federal social security act based upon the all owance specified in
par agraph (c) of subdivision fourteen of this section as a conponent of
such paynents is not approved by the federal government, rates of
payment by governnental agencies for the operating cost conponent of
general hospital inpatient services shall be increased for each hospital
by the sane percentage all owance as each hospital's federal fiscal year
ni net een hundred ei ghty-seven di sproporti onate share paynent adjustnment
factor for revenues received fromservices provided to beneficiaries of
title XVI11 of the federal social security act (nedicare) as determ ned
i n accordance with the provisions of section eighteen hundred
eighty-six-d of title XVIIl of the federal social security act
(medi care). Increased anounts received by general hospitals in
accordance with the provision of this subdivision shall be offset
agai nst distributions to such hospitals that were made or woul d be nade
pursuant to the provisions contained in subdivisions seventeen and
ni neteen of this section. In the event that distributions had been nade



to such hospitals pursuant to such subdivisions, the hospital shall, on
a proportional basis, return to the pool fromwhich the distributions
were made an anount equal to the increased anobunts received under this
subdivision to the extent that such increased anounts do not exceed

di stributions nade. Funds in the statew de pool created in accordance
wi th subdivision sixteen of this section, which woul d have been
distributed in accordance with paragraph (c) of subdivision nineteen of
this section if the provisions of this subdivision were not in effect,

| ess any anmounts 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 necessary to nmai ntain regional pool
distributions, with consideration of the offset provisions in this
subdi vision, at the levels that woul d be avail abl e pursuant to the
provi si ons 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
avai l abl e in bad debt and charity care regi onal pools created by the
commi ssioner for distributions in accordance with subdivision seventeen
of this section through the subm ssions by or on behalf of general
hospital s of the allowance included in rates and charges in accordance
wi th paragraph (c) of subdivision fourteen of this section and through
the transfer of funds available fromthe bad debt and charity care and
capital statew de pool in accordance with paragraph (a) of subdivision
ni neteen 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 statew de pool created by the comm ssioner
t hrough the subm ssions by general hospitals of the anmount of the
assessnents aut horized in accordance with subdivision eighteen of this
secti on.

(b) The regions are established as the article forty-three insurance
pl an regions, with 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 regions consisting
of Ri chnond, Manhattan, Bronx, Queens and Ki ngs counties; Nassau and
Suffol k counties; and Del aware, Colunbia, Uster, Sullivan, O ange,



Dut chess, Putnam Rockl and and Westchester counties. Such regi ons shal
be the sane regions established and in effect January first, nineteen
hundred ei ghty-five. The council with the approval of the comm ssioner
may conbi ne regions, with the exception of the above specified regions
for the southern sixteen counties, upon application of the article
forty-three insurance |aw plans involved and a denonstration that
significant inequities would not occur.

(c) For periods prior to January first, two thousand five, the
commi ssi oner and the comm ssioner of social services are authorized to
contract with the article forty-three insurance |aw plans, or if not
avai | abl e such other adm nistrators as the conmm ssioner and the
commi ssi oner 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
pl ans or other comm ssioners' designees are effectuated, the
commi ssi oner and the conm ssioner of social services shall jointly
conduct or cause to be conducted annual audits of the receipt and
di stribution of the pooled funds. The reasonabl e costs and expenses of a
pool adm ni strator as approved by the conm ssioner and the comm ssi oner
of social services, not to exceed for personnel services on an annual
basis four hundred thousand dollars for all pools, shall be paid from
t he pool ed funds. Such pool admi nistrator or pool adm nistrators shal
be acting on behalf of the state nedical assistance program provided
pursuant to title eleven of article five of the social services law in
the distribution to hospitals pursuant to subdivisions fourteen-c,
sevent een and paragraphs (c) and (d) of subdivision nineteen of this
section of pooled funds.

(d) I'n order for a general hospital to participate in the distribution
of funds fromthe pools, the general hospital rnust inplenent collection
pol i cies and procedures approved by the conmm ssioner.

(e) I'n order for a general hospital to be eligible for distribution of
funds fromthe pools, such general hospital if it provides obstetrical
care and services nmust agree to participate in a program approved by the
departnment for the provision of prenatal care to persons eligible for
nmedi cal assistance or nedically indigent persons if requested by such a
program Nothing stated herein shall require a hospital to grant



admtting privileges to a physician solely because such person is part
of an approved program The participation of hospitals in an approved
program shal |l include, but not be limted to:

(i) arrangenents with designated prenatal care providers for
prebooki ng pregnant wonen for approximate delivery tine, and provision
of staff and facilities for the delivery and necessary postpartum care
for wonen and infants involved in such prograns;

(ii) a systemfor nedical record transfer froma prenatal care
provider to hospital staff participating in delivery and for the
transfer of information regarding hospital delivery and care back to the
prenatal care provider for postpartumfollow up; and

(iii) an agreenent with designated prenatal care providers to accept
the care of high risk patients on a referral basis and/or to provide
special tests and procedures which are not ordinarily available to
prenatal care clinics if such hospital is capable of caring for high
ri sk patients and/or providing special tests and procedures.

(f) The council nay adopt regul ations subject to the approval of the
commi ssioner to all ow advanced distributions fromthese pools to a
general hospital qualifying for distributions in accordance with
par agraph (c) of subdivision nineteen of this section, based on a
denonstration by the hospital that there is an inability to finance
current obligations and obtain needed working capital.

* (g) Notwithstandi 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 amounts as shall be necessary, within anmounts appropriated, shal
be reallocated 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
thirty-first, nineteen hundred ninety-seven.

* NB Effective until Decenmber 31, 2029

* (g) Notwithstandi 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 amounts as shall be necessary, within amounts appropriated, shal
be reallocated 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-siXx.
* NB Effective Decenber 31, 2029

16-a. Pool administration, general. (a) If a general hospital fails to
tinely file a report with the departnment of funds due to a regi onal pool
or a statew de pool established pursuant to this section, the
comi ssi oner may estinmate the anmount due from such hospital based on
avai l abl e financial and statistical data and nay collect in accordance
Wi th subdivision twenty of this section any anmount due based on such
estimate as a deficiency in paynents to such regional pool or statew de
pool with interest and penalties. The comm ssioner shall provide a
general hospital with notice of any estimate of the anmount due pursuant
to this paragraph at |east three days prior to collection of a
deficiency by the comm ssioner. Such notice shall contain the financial
basis for the conm ssioner's estinmate.

* (b) Notwi thstandi ng any inconsistent provision of section one
hundred twel ve or one hundred seventy-four of the state finance | aw or
any other law, at the discretion of the comm ssioner and the
commi ssi oner of social services without a conpetitive bid or request for
proposal process, regional pool and statew de pool admi nistration
contracts in effect for rate year nineteen hundred ninety-three may be
extended for adm nistration of regional pools and statew de pools
established for rate years nineteen hundred ninety-four and nineteen
hundred ni nety-five and ni neteen hundred ninety-six to provide an
uni nterrupted continuation of services and may be anended as may be
necessary.

* NB Effective until Decenmber 31, 2029

* (b) Notwi thstandi ng any inconsi stent provision of section one



hundred twel ve or one hundred seventy-four of the state finance | aw or
any other law, at the discretion of the comm ssioner and the
commi ssi oner of social services without a conpetitive bid or request for
proposal process, regional pool and statew de pool admi nistration
contracts in effect for rate year nineteen hundred ninety-three may be
extended for adm nistration of regional pools and statew de pools
established for rate years nineteen hundred ni nety-four and nineteen
hundred ninety-five and for the rate period January first, nineteen
hundred ninety six through June thirtieth, nineteen hundred ninety-six
to provide an uninterrupted continuation of services and may be anended
as may be necessary.

* NB Effective Decenber 31, 2029

17. Bad debt and charity care regional pool distributions. Funds
accunul ated in bad debt and charity care regional pools, including
i nconme frominvested funds, fromthe all owance specified in paragraph
(c) of subdivision fourteen of this section and funds accunul ated i n 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 w th paragraph (a)
of subdivision nineteen of this section shall be deposited by the
commi ssioner and credited to a special revenue-other fund to be
established by the conptroller. To the extent of funds appropriated
therefor, funds shall be nmade available for distribution by or on behalf
of the state, as paynents under the state nedi cal assistance program
provi ded pursuant to title eleven of article five of the social services
| aw, from bad debt and charity care regional pools in accordance with
the foll owi ng nmet hodol ogy and sequence:

(a) For the nineteen hundred eighty-eight, nineteen hundred
eighty-nine and for that portion of the nineteen hundred ninety rate
year begi nning on January first and ending on June thirtieth, each
el igible major 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
rei mbur sabl e costs excluding costs related to services provided to
beneficiaries of title XVIII of the federal social security act
(medi care), devel oped on the basis of nineteen hundred eighty-five



financial and statistical reports, to the total of all regional pools.
For that portion of the nineteen hundred ninety rate year begi nning 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 nmajor 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 application of its percentage of statew de inpatient
rei mbur sabl e costs excluding costs related to services provided to
beneficiaries of title XVIII of the federal social security act

(medi care), devel oped on the basis of nineteen hundred eighty-five
financial and statistical reports, to the total of all regional pools.

(b) (i) Funds renmaining 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
hospital s, other than najor public general hospitals, on the basis of
each hospital's targeted need share. For the rate year begi nning January
first, nineteen hundred eighty-eight, an individual hospital's targeted
need share shall be defined as the relationship 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 the nineteen hundred ei ghty-six nom nal paynent anounts for
all hospitals in the region other than major public general hospitals.
For annual 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
i n accordance with this paragraph and paragraph (a) of this subdivision
shall be limted to the anount of funds accumul ated in the pools.

(ii1) Notwi thstandi ng any inconsistent provision of this section,
comenci ng 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 common pool for statewi de distributions and distributed to
voluntary non-profit, private proprietary and public general hospitals,
ot her than major public general hospitals, on the basis of each
hospital's targeted need share defined as the relationship between each
hospital's base year nom nal paynent anount as defined in subparagraph
(i) of paragraph (c) of subdivision fourteen of this section to the base



year nom nal paynment anmounts for all hospitals statew de other than
maj or public general hospitals.

(d) The departnent may provide for interimpaynments to genera
hospital s of funds available for distribution fromregional pools
pursuant to this subdivision, subject to reasonabl e retainage for
adj ust nents, subsequently reconciled to anbunts due determ ned in
accordance with this subdivision.

(e) Notwi thstandi ng any inconsistent provision of this section, in the
event funds avail abl e pursuant to paragraph (b-1) of subdivision
ni neteen of this section for prograns to provide health care coverage
for uninsured or underinsured children are inadequate to provide
coverage to all eligible children for whom application for coverage is
made in a rate period, such additional anpbunts 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 fromthe
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 anbunt reserved for nineteen hundred ninety-four
shall not result in a decrease to disproportionate share paynents to
hospi tal s.

18. Bad debt and charity care and capital statew de pool funding.
* The conmi ssioner shall create a bad debt and charity care and capital
st at ewi de pool which shall be funded by a transfer of funds, which is
her eby aut horized, for the period January first, nineteen hundred
ni nety-five through Decenber thirty-first, nineteen hundred ninety-five,
the period January first, nineteen hundred ninety-six through June
thirtieth, nineteen hundred ninety-six and the period July first,
ni net een hundred ni nety-six through Decenber thirty-first, nineteen
hundred ni nety-six equal to seven mllion five hundred thousand dollars
for the nineteen hundred ninety-five period, three mllion seven hundred
fifty thousand dollars for the January first, nineteen hundred
ni nety-si x through June thirtieth, nineteen hundred ninety-six period
and three mllion seven hundred fifty thousand dollars for the July
first, nineteen hundred ninety-six through Decenber thirty-first,
ni net een hundred ninety-six period to be subnmitted to a statew de pool,
as designated by the conm ssioner, fromthe medi cal mal practice



I nsurance associ ation pursuant to section five thousand five hundred
si xteen-c of the insurance | aw and through an assessnent which shall be
charged to general hospitals. In the event that the transfers of funds
aut hori zed by section five thousand five hundred sixteen-c of the
i nsurance | aw do not occur by January first, nineteen hundred
ni nety-five, January first, nineteen hundred ninety-six and August
first, nineteen hundred ninety-six respectively, the comm ssioner for
each period for which such transfer fromthe nedical mal practice
i nsurance associ ation has not occurred shall transfer seven mllion five
hundred thousand doll ars for the nineteen hundred ninety-five period,
three million seven hundred fifty thousand dollars for the January
first, nineteen hundred ninety-six through June thirtieth, nineteen
hundred ni nety-six period and three mllion seven hundred fifty thousand
dollars for the July first, nineteen hundred ninety-six through Decenber
thirty-first, nineteen hundred ninety-six period fromregional or
st at ewi de pool reserves for pools established 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 subdivision. Such assessnent shall be
submtted to a statew de pool as designated by the comm ssi oner and
distributed on a nonthly basis in accordance with subdivision twenty of
this section. The assessnent shall be:

* NB Effective until Decenber 31, 2029

* The conmi ssioner shall create a bad debt and charity care and
capital statew de pool which shall be funded by a transfer of funds,
whi ch is hereby authorized, for the period January first, nineteen
hundred ni nety-five through Decenber thirty-first, nineteen hundred
ninety-five and the period January first, nineteen hundred ninety-six
t hrough June thirtieth, nineteen hundred ninety-six equal to seven
mllion five hundred thousand dollars for the nineteen hundred
ninety-five period and three mllion seven hundred fifty thousand
dollars for the January first, nineteen hundred ninety-six through June
thirtieth, nineteen hundred ninety-six period to be submitted to a
st at ewi de pool, as designated by the comm ssioner, fromthe nedical
mal practi ce i nsurance associ ati on pursuant to section five thousand five
hundred si xteen-c of the insurance | aw and through an assessnent which
shall be charged to general 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 and January first nineteen hundred ninety-six respectively,
t he conm ssioner for each period for which such transfer fromthe
nmedi cal mal practice insurance association has not occurred shal
transfer seven nmillion five hundred thousand dollars for the nineteen
hundred ninety-five period and three mllion seven hundred fifty
t housand dollars for the January first, nineteen hundred ninety-siXx
t hrough June thirtieth, nineteen hundred ninety-six period from regional
or statew de pool reserves for pools established pursuant to this
section and section twenty-eight hundred eight-c or twenty-ei ght hundred
seven-a of this article to the bad debt and charity care and capital
st at ewi de pool established pursuant to this subdivision. Such assessnent
shall be subnmitted to a statew de pool as designated by the comm ssioner
and distributed on a nonthly basis in accordance with subdivision twenty
of this section. The assessnent shall be:

* NB Effective Decenber 31, 2029

* (a) one and seventy-five thousandths percent of each general
hospital's gross revenue received for inpatient hospital services
provi ded during the period January first, nineteen hundred eighty-eight
t hrough Decenber thirty-first, nineteen hundred ei ghty-eight; one and
five hundredths percent of each general hospital's gross revenue
received for inpatient hospital services provided during the period
January first, nineteen 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
servi ces provided during annual periods beginning on or after January
first, nineteen hundred ninety through Decenber thirty-first, nineteen
hundred ni nety-nine and on or after January first, two thousand,

* NB Effective until Decenmber 31, 2029

* (a) one and seventy-five thousandths percent of each general
hospital's gross revenue received for inpatient hospital services
provi ded during the period January first, nineteen hundred eighty-eight
t hrough Decenber thirty-first, nineteen hundred ei ghty-eight; one and
five hundredths percent of each general hospital's gross revenue
received for inpatient hospital services provided during the period
January first, nineteen 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
servi ces provided during annual periods beginning on or after January
first, nineteen hundred ninety through Decenber thirty-first, nineteen
hundr ed ni nety-ni ne,

* NB Effective and expires Decenber 31, 2029

* (a) one and seventy-five thousandths percent of each general
hospital's gross revenue received for inpatient hospital services
provi ded during the period January first, nineteen hundred ei ghty-eight
t hrough Decenber thirty-first, nineteen hundred ei ghty-eight; one and
five hundredths percent of each general hospital's gross revenue
received for inpatient hospital services provided during the period
January first, nineteen 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
servi ces provided during annual rate periods beginning on or after
January first, nineteen hundred ninety,

* NB Effective Decenber 31, 2029

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

* NB Effective until Decenber 31, 2029

* (b) provided, however, subject to the provisions of paragraph (e) of
this subdivision there shall be no assessnent agai nst those voluntary
non-profit and private proprietary general hospitals which qualify for
di stributions nade in accordance with paragraph (c) of subdivision
ni neteen of this section, and

* NB Effective Decenber 31, 2029

* (c) provided further, however, subject to the provisions of
paragraph (e) of this subdivision the assessnent agai nst those voluntary
non-profit and private proprietary general hospitals which qualified for



di stributions nade in accordance with paragraph (c) of subdivision
ni neteen of this section as of Decenber thirty-first, nineteen hundred
ninety-five shall for the annual assessnment period January first,
ni net een hundred ni nety-ei ght through Decenber thirty-first, nineteen
hundred ni nety-ei ght be abated in the amount 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, nineteen hundred ninety-nine be abated in the anount of
one-quarter of one percent of gross revenue received.

* NB Effective until Decenmber 31, 2029

* (c) provided further, however, subject to the provisions of
paragraph (e) of this subdivision the assessnent agai nst those voluntary
non-profit and private proprietary general hospitals which qualified for
di stributions nade in accordance with paragraph (b) of subdivision
si xteen of section twenty-eight hundred seven-a of this article during
t he ni neteen hundred ei ghty-seven rate period or qualified for
di stributions nade in accordance with paragraph (c) of subdivision
ni neteen of this section during a rate period or rate periods but which
do not continue to qualify for distributions nade in accordance with
par agraph (c) of subdivision nineteen of this section during a rate
period or rate periods shall for the initial rate period in which such
general hospital does not continue to qualify for distributions made in
accordance with paragraph (c) of subdivision nineteen of this section be
abated in the amount of two-thirds of one percent of gross revenue
recei ved and for the next succeedi ng annual rate period be abated in the
anount of one-third of one percent of gross revenue received.

* NB Effective Decenber 31, 2029

* (d) 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) of this subdivision gross revenue
recei ved shall not include distributions frombad debt and charity care
regi onal pools, health care services pools, bad debt and charity care
for financially distressed hospitals statew de pools and bad debt and
charity care and capital statew de pools created in accordance with this
section or distributions fromfunds allocated in accordance with section
twenty-ei ght hundred seven-1, twenty-eight hundred seven-k, twenty-eight
hundred seven-v or twenty-eight hundred seven-w of this article and



shall not include the conponents of rates of paynent or charges rel ated
to the allowances provided in accordance w th subdivisions fourteen,
fourteen-b and fourteen-c of this section, the adjustnent provided in
accordance with subdivision fourteen-a of this section, the adjustnent
provi ded in accordance with subdivision fourteen-d of this section, the
adj ustment for health mai ntenance organi zati on rei nbursenent rates
provi ded in accordance with forner subdivision tw-a of this section,
paynments nade pursuant to paragraph (i) of subdivision thirty-five of
this section or, if effective, the adjustnent provided in accordance
wi th subdivision fifteen of this section, the adjustnent provided in
accordance with section eighteen of chapter two hundred sixty-six of the
| aws of ni neteen hundred ei ghty-six as anended, revenue received from
physi cian practice or faculty practice plan discrete billings for
private practicing physician services, revenue fromaffiliation
agreenents or contracts with public hospitals for the delivery of health
care services at such public hospitals, revenue received as
di sproportionate share hospital paynents in accordance with title
ni net een of the federal social security act, or revenue from governnment
deficit financing, provided, however, that funds received as nedi cal
assi stance paynents which include state share anounts authori zed
pursuant to section twenty-ei ght hundred seven-v of this article that
are not disproportionate share hospital paynents shall be included
wi t hin the neaning of gross revenue for purposes of this subdivision.

* NB Effective until Decenber 31, 2029

* (d) 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) of this subdivision gross revenue
recei ved shall not include distributions frombad debt and charity care
regi onal pools, health care services pools, bad debt and charity care
for financially distressed hospitals statew de pools and bad debt and
charity care and capital statew de pools created in accordance with this
section and shall not include the conponents of rates of paynent or
charges related to the all owances provided in accordance with
subdi vi sions fourteen, fourteen-b and fourteen-c of this section, the
adj ust ment provided in accordance with subdivision fourteen-a of this
section, the adjustnent provided in accordance w th subdivision
fourteen-d of this section, the adjustnment for health naintenance



organi zati on rei nbursenment rates provided in accordance w th subdi vi sion
two-a of this section, or, if effective, the adjustnent provided in
accordance with subdivision fifteen of this section or the adjustnent
provi ded in accordance with section eighteen of chapter two hundred
sixty-six of the laws of nineteen hundred ei ghty-six as anmended.

* NB Effective Decenber 31, 2029

(e) Each exclusion of hospitals or sources of gross revenue received
fromthe assessnents effective on or after Cctober first, nineteen
hundred ni nety-two established pursuant to this subdivision shall be
contingent upon either: (i) qualification of the assessnments for waiver
pursuant to federal |aw and regulation; or, (ii) consistent with federal
| aw and regul ation, not requiring a waiver by the secretary of the
departnment of health and human services related to such exclusion; in
order for the assessnments under this section to be qualified as a
br oad- based health care related tax for purposes of the revenues
received by the state pursuant to the assessnents not reducing the
anount expended by the state as nedi cal assistance for purposes of
federal financial participation. The conm ssioner shall collect the
assessnents 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 departnment of health and hunman services
determ nes that the assessnments do not so qualify based on any such
excl usion, then the exclusion shall be deemed to have been null and void
as of Cctober first, nineteen hundred ninety-two and the comr ssi oner
shall collect any retroactive anmount due as a result, w thout interest
or penalty provided the hospital pays the retroactive anount due wthin
ni nety days of notice fromthe conm ssioner to the hospital that the
exclusion is null and void. Interest and penalties shall be neasured
fromthe due date of ninety days foll ow ng notice fromthe conm ssi oner
to the hospital.

(f) Paynents of assessnments and all owances required to be submtted by
general hospitals pursuant to this subdivision and subdivisions fourteen
and fourteen-b of this section and paragraph (a) of subdivision tw of
section twenty-eight hundred seven-d of this article shall be subject to
audit by the comm ssioner for a period of six years follow ng the close
of the cal endar year in which such paynents are due, after which such
paynments shall be deened final and not subject to further adjustnent or



reconciliation, including through offset adjustnments or reconciliations
made by general hospitals with regard to subsequent paynents, provided,
however, that nothing herein shall be construed as precluding the
commi ssi oner from pursuing collection of any such assessnents and

al l ownances which are identified as delinquent within such six year
period, or which are identified as delinquent as a result of an audit
commenced within such six year audit period, or fromconducting an audit
of any adjustnment or reconciliation nade by a general hospital within
such six year period, or fromconducting an audit of paynents made prior
to such six year period which are found to be conmm ngled with paynents
whi ch are otherwi 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 furtherance of such an audit, within
thirty days of such request nay be assessed a civil penalty of up to ten
t housand 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 twelve-a of this chapter.

(g) If a general hospital fails to produce data or docunentation
requested in furtherance of an audit for a nmonth to which an assessnent
applies, the comm ssioner may estinate, based on avail able financial and
statistical data as determ ned by the conm ssioner, the anmount due for
such nonth. If the inpact of exenptions pernmtted pursuant to paragraph
(d) of this subdivision cannot be determ ned from such avail abl e
financial and statistical data the estimted amount due nay be
cal cul ated on the basis of the general hospital's aggregate gross
i npati ent revenue anmount, as determ ned from such avail abl e fi nanci al
and statistical data for the year subject to audit. Estinated anounts
due pursuant to this paragraph shall be paid by a general hospital
Wi thin sixty days or within such other tinme period as agreed to by the
commi ssioner and the facility. Thereafter the comm ssioner shall take
all necessary steps to collect anpbunts owed pursuant to this paragraph,
i ncluding by offsetting, or by directing the state conptroller to
of fset, such anopunts due from any other paynents nade by state
governnmental agencies to the general hospital pursuant to this article.
Interest and penalties shall be applied to such anounts due in
accordance with the provisions of paragraph (c) of subdivision twenty of



this section.

(h) The comm ssioner shall take all necessary steps to collect
del i nquent anounts owed pursuant to this subdivision, including by
recoupnment or offsetting, or by directing the state conptroller to
of fset, such anobunts due from any other paynents nade by state
governnment al agencies to the general hospital pursuant to this article.
Interest and penalties shall be applied to such anounts due in
accordance with the provisions of paragraph (c) of subdivision twenty of
this section. Delinquent anounts which have been referred for recoupnent
or offset pursuant to this paragraph, or which have been referred to the
office 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 esti mated
anounts unl ess the hospital has received witten notification of such
del i nquenci es and has been given no less than thirty days in which to
submit delinquent reports.

(i) The comm ssioner may enter into agreenents with general hospitals
subject to this subdivision, in regard to which audit findings or prior
settl enments have been made pursuant to this subdivision, extending and
appl ying such audit findings or prior settlenments or a portion thereof,
in settlenent and satisfaction of potential audit liabilities for
subsequent un-audited periods. The commr ssioner may reduce or waive
paynment of interest and penalties otherw 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 comm ssioner or the conmm ssioner's designee within sixty
days of execution of such agreenment by all parties to the agreenent. Any
paynments nade pursuant to agreenents entered into in accordance with
t hi s paragraph shall be deenmed to be in full satisfaction 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 comm ssioner may 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 distribution.
* Funds accunul ated in the statew de pool created by the assessnent
aut hori zed in accordance with subdivision eighteen of this section for
periods through Decenber thirty-first, nineteen hundred ninety-six,
i ncluding i ncome frominvested funds, shall be distributed or retained
i n accordance with the foll ow ng sequence:

* NB Effective until Decenmber 31, 2029

* Funds accunul ated in the statew de pool created by the assessnent
aut hori zed in accordance with subdivision eighteen of this section,
i ncluding i ncome frominvested funds, shall be distributed or retained
i n accordance with the foll ow ng sequence:

* NB Effective Decenber 31, 2029

(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 w th subdivision
seventeen of this section equal to the anmpbunt conputed as the difference
bet ween the anopunt that woul d be available in such regional pools based
on a statew de determ nation of financial resources to be conmtted to
regi onal pools in each year in accordance w th paragraph (c) of
subdi vi 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
financial resources to be conmtted to regional pools in each year in
accordance with paragraph (c) of subdivision fourteen of this section
based upon a percentage factor equal to five and forty-ei ght hundredths
per cent .

* (b) An anpunt not to exceed seventeen mllion dollars on an
annual i zed basis fromthe assessnent through Decenber thirty-first,
ni net een hundred ni nety-six nmay annually be placed in a statew de
account in accordance with rules and regul ati ons adopted by the counci
and approved by the commi 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
ni nety-seven and not obligated, in accordance with section twelve of
chapter nine hundred thirty-four of the | aws of nineteen hundred



eighty-five as anended, for the purpose of securing financing of capital
i mprovenent projects for general hospitals and any reserved funds that
t hereafter becone avail able nay be transferred by the comm ssioner, in
consultation with the director of the budget and the dormtory
authority, to the health facility restructuring pool established
pursuant to section twenty-eight hundred fifteen of this article or to
t he general hospital indigent care pool established pursuant to section
twenty-ei ght hundred seven-k of this article.

* NB Effective until Decenmber 31, 2029

* (b) An anpbunt not to exceed seventeen mllion dollars may annually
be placed in a statewi de account in accordance with rul es and
regul ati ons adopted by the council and approved by the comm ssioner for
t he purpose of securing financing of capital inprovenent projects for
general hospitals qualifying for distributions nade in accordance with
par agraph (c) of this subdivision.

* NB Effective Decenber 31, 2029

* (b-1) An anmpunt equal to: twenty mllion dollars annually for the
period January first, nineteen hundred ninety-one through Decenber
thirty-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,
ni net een hundred ninety-six; and eighteen mllion seven hundred fifty
t housand dollars for the period July first, nineteen hundred ninety-six
t hrough Decenber thirty-first, nineteen hundred ninety-six shal
annual ly be reserved and accunul ated fromyear to year by the
commi ssioner for distributions to prograns to provide health care
coverage for uninsured or underinsured children. Such accunul ated funds
shall not be used for any other 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
ni nety-one through Decenber thirty-first, nineteen hundred ninety-seven
are unused or unconmitted for such distributions, such unused or



uncomm tted funds shall be immediately transferred by the comm ssioner
to the health care initiatives pool established by the conm ssioner to
provi de additional 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 flow purposes, the comm 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 anpbunt
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.

* NB Effective until Decenmber 31, 2029

* (b-1) An anmpunt equal to: twenty mllion dollars annually for the
period January first, nineteen hundred ninety-one through Decenber
thirty-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;
and eighteen mllion seven hundred fifty thousand dollars for the period
January first, nineteen hundred ninety-six through June thirtieth,
ni net een hundred ni nety-six shall annually be reserved and accumul at ed
fromyear to year by the commi ssioner for distributions to prograns to
provi de health care coverage for uninsured or underinsured children.
Such accunul ated funds shall not be used for any other purpose other
than those authorized in section twenty-five hundred ten and twenty-five
hundred el even of this chapter. If on Septenber thirtieth, nineteen
hundred ni nety-seven, any funds accunul ated during the period January
first, nineteen hundred ninety-one through June thirtieth, nineteen
hundred ni nety-six are unused or uncommtted for such distributions,
such unused or uncommtted funds shall be inmediately transferred by the
commi ssi oner to bad debt and charity care regional pools established
pursuant to subdivision sixteen of this section to provide additional
funds for distribution fromsuch bad debt and charity care regional
pool s in accordance w th subdivision seventeen of this section. For cash
fl ow purposes, the conm ssioner nay borrow fromregi onal or statew de



pool reserves for pools established pursuant to this section such funds
as shall be necessary not to exceed the anmount 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

* NB Effective Decenber 31, 2029

(b-2) Funds available for distribution in accordance with 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 |aw fromthe bad
debt and charity care and capital statew de pool pursuant to paragraphs
(c) and (d) of this subdivision.

(c) Funds shall be made avail able on a statew de basis for
distribution by the comm ssioner in accordance with rules and
regul ati ons adopted by the council and approved by the conm ssioner to
assi st voluntary 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 to be distributed for bad debt and charity care purposes shal
be determ ned after consideration of amounts to be distributed from
regi onal pools in accordance wi th subdivision seventeen of this section
and shall result in up to one hundred percent as defined in paragraph
(b) of subdivision fourteen of this section being financed for these
general hospitals.

(d) Funds shall be made avail able on a statew de basis for
distribution by the comm ssioner in accordance with rules and
regul ati ons adopted by the council and approved by the conmm ssioner to
assi st voluntary non-profit and private proprietary general hospitals
whi ch qualified for distributions made in accordance wi th paragraph (b)
of subdivision sixteen of section twenty-eight hundred seven-a of this
article during the nineteen hundred ei ghty-seven rate period or
qualified for distributions made in accordance with paragraph (c) of
this subdivision during a rate period or rate periods but which do not



continue to qualify for distributions nmade in accordance wi th paragraph
(c) of this subdivision during a rate period or rate periods. Amounts to
be distributed to a general hospital pursuant to this paragraph for the
initial rate period in which such general hospital does not continue to
qualify for distributions made in accordance with paragraph (c) of this
subdi vi sion shall be two-thirds of the ambunt such general hospital
woul d 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
i n accordance with paragraph (c) of this subdivision for such succeedi ng
rate peri od.

(e) There shall be set aside within a transition account in the
statewi 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 comrenci ng 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
ei ghteen of this section for the rate period conmencing January first,
ni net een hundred ei ghty-nine an anount 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 |l ess bad debt and charity care funds under the provisions of
this section than if the provisions of section twenty-eight hundred
seven-a of this article had applied using the sanme base year need as
cal culated in accordance with subdivision fourteen of this section.

Rul es for such distribution shall be those adopted by the council and
approved by the conmm ssi oner.

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

(i) Fifty percent of the bal ance shall be reserved and accumul at ed
fromyear to year by the comm ssioner for distributions to regional
pilot projects to provide health care coverage under insurance or
equi val ent mechani sns 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
ei ghty-ei ght authorizing such regional pilot projects and including an
aut hori zation for such regional pilot projects, notw thstandi ng any
i nconsi stent provision of law, to negotiate special paynent rate
nmet hodol ogi es with general hospitals for inpatient hospital services.

(ii) * The remai ni ng bal ance 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
of fsetting | osses frombad debt and the costs of charity care in
provi di ng existing or expanded priority health services to the nedically
i ndi gent or nedically underserved 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 defi ci ency
syndronme; (B) for quality assurance denonstration projects; (C for
severity of illness measurenent denonstration projects; (D) for cost
anal yses and eval uati ons of health care provider services; (E) for
qual ity inprovenent programgrants and contracts pursuant to subdi vi sion
fifteen of section two hundred six of this chapter and departnent of
health adm nistrative costs related thereto; and (F) for initiatives to
i nprove public health and to expand the availability of health care
servi ces.

* NB Effective until Decenber 31, 2029

* The renmi ning bal ance shall be reserved and accunul ated fromyear to
year by the comm ssioner for priority distributions in accordance with
rul es and regul ati ons adopted by the council and approved by the
commi 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 nmedically indigent or nmedically
underserved 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 nmune deficiency syndrone; (B) for
qual ity assurance denonstration projects; (C for severity of illness
measur enent denonstration projects; (D) for cost anal yses and
eval uations of health care provider services; and (E) for quality
I mprovenent 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.
* NB Ef fective Decenber 31, 2029

Not wi t hst andi ng any provision of lawto the contrary, a sumnot to
exceed three million five hundred thousand dollars fromfunds avail abl e
for distribution pursuant to this subparagraph may be all ocated and
distributed to regional pilot projects to provide health care coverage
under i nsurance or equival ent mechani sns for uninsured or underi nsured
i ndividual s and fam |ies pursuant to chapter seven hundred three of the
| aws of ni neteen hundred ei ghty-eight.

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

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

(iv) Notwi thstandi ng any inconsistent provision of this section, the
commi ssi oner 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 uation of the inplenentation and effectiveness of primary care
initiatives, including preferred primary care provi der designations,
applicable to general hospitals, diagnostic and treatnent centers and
participating practitioners and may allocate and distribute funds
ot herwi se available for distribution in accordance with subparagraph
(ii) of this paragraph for the costs of such eval uation. The eval uation
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
hundred ninety-two and a further evaluation shall be submtted by Apri
first, nineteen hundred ninety-three.

* 19-a. Health care services all owance statew de pool distribution.
Funds accunul ated in the statew de pool created by the all owance
aut hori zed in accordance with subparagraphs (ii) and (iii) of paragraph
(a) of subdivision fourteen-b of this section, including income from
i nvested funds, shall be distributed or retained in accordance with the
fol | ow ng:

(a) Funds shall be transferred to primary health care services
regi onal pools created by the commi ssioner, and shall be avail abl e,

i ncluding income frominvested funds, for distributions in accordance
W th section twenty-ei ght hundred seven-bb of this article. Such funds
shall be transferred to each regional pool so that the regional pool
receives, for the rate periods January first, nineteen hundred

ni nety-four through Decenber thirty-first, nineteen hundred ninety-four
fifty-one and five-tenths percent, January first, nineteen hundred

ni nety-five through Decenber thirty-first, nineteen hundred ninety-five
forty-nine and six-tenths percent, and January first, nineteen hundred
ni nety-si x through Decenber thirty-first, nineteen hundred ninety-six
forty-nine and six-tenths percent of the total funds to be accunul at ed
in the statewi de pool fromthe all owance subnitted by or on behal f of
hospitals in that region. Such regions shall be those established for
pur poses 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 frominvested funds, shall be avail able for
primary care education and training. For the rate periods January first,
ni net een hundred ni nety-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
Decenber thirty-first, nineteen hundred ninety-five, such percentage



shall be twenty and four-tenths percent, and January first, nineteen
hundred ni nety-six through Decenber thirty-first, nineteen hundred
ni nety-si x such percentage shall be twenty and four-tenths percent.
Funds shall be available for distributions as foll ows:

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

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

(iii) uptotwo million dollars annually plus inconme thereon from
i nvested funds shall be set aside and reserved from accunul ated funds
and may be accunul ated for the follow ng year for distribution by the
commi ssioner for the primary care practitioner schol arship programin
accordance with section nine hundred four of this chapter;

(iv) up totw mllion dollars annually plus incone thereon from
i nvested funds shall be set aside and reserved from accunul ated funds
and may be accunul ated for the follow ng year for distribution by the
commi ssioner for the primary care practitioner education programin
accordance with section nine hundred five of this chapter;

(v) the bal ance renmining annually plus incone thereon frominvested
funds shall be set aside and reserved from accunul ated funds and nay be
accurmul ated fromyear to year for distributions by the comm ssioner for
heal t h care devel opnment in accordance with section nine hundred six of
this chapter; and

(vi) provided, however, that the comm ssioner in the absence of
qualified recipients within a category may real |l ocate any funds
remai ni ng or unallocated within such a category for distribution by the
commi ssioner for the primary care practitioner schol arship programin
accordance with section nine hundred four of this chapter and the
primary care practitioner education programin accordance with section
nine hundred five of this chapter.

(c) 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 into the m scell aneous special 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 receiving
the m ninmum | evel of funding provided pursuant to a per capita formula
shall also be entitled to receive nmatching support; (ii) matching
support for other contributions received by health systens agencies from
qualified sources as determ ned by the conmm 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,

ni net een hundred ni nety-six such percentage shall be eight and

t wo-tent hs percent.

(c-1) Notwi thstanding any ot her provision of law to the contrary, any
unspent funds avail able for progranms and services pursuant to
subpar agraphs (iii) and (iv) of paragraph (c) of this subdivision as of
April first, nineteen hundred ninety-five and any additional funds
avai l abl e for progranms and services pursuant to subparagraphs (iii) and
(iv) of paragraph (c) of this subdivision for the period April first,
ni net een hundred ninety-five through Decenber thirty-first, nineteen
hundred ni nety-five shall be transferred by the comm ssioner and
deposited and credited to the nedi cal assistance program general fund -
| ocal assi stance account.

(c-2) Notw thstandi ng any ot her provision of law to 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 energency nedical services training
account established for purposes of section ninety-seven-gq of the state
finance | aw for services and expenses related to energency nedi cal
services training and adm nistration. For the rate period January first,
ni net een hundred ni nety-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
t hrough Decenber thirty-first, nineteen hundred ninety-five, such
percent age 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 with this
subdi vi si on and subdi vi sion fourteen-b of this section, and the
conponents of rates of paynment or charges related to the all owances
provi ded in accordance with subdivision fourteen-b of this section shal
not be included in gross revenue received for purposes of the
assessnents pursuant to subdivision eighteen of this section, subject to
t he provisions of paragraph (e) of subdivision eighteen of this section,
and shall not be included in gross receipts received for purposes of the
assessnents 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 t hstandi ng any i nconsistent provisions of |aw, the
commi ssi oner may borrow fromregional or statew de pool reserves for
pool s established pursuant to sections twenty-ei ght hundred ei ght-c,
twenty-ei ght hundred seven-a or this section of this article such funds
as shall be necessary, not to exceed the amounts projected to be
avai |l abl e 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 shal
refund such noneys when pool funds becone avail abl e pursuant to
par agraphs (a), (b), (c), (d) and (h) of this subdivision for such rate
year.

(h) Notwi t hstandi ng any i nconsistent provision of this subdivision,
prior to allocation of funds in accordance with paragraphs (a), (b), (c)



and (d) of this subdivision fromthe allowance for the period July
first, nineteen hundred ninety-five through Decenber thirty-first,
ni net een hundred ninety-five and fromthe all owance for the period
January first, nineteen hundred ninety-six through June thirtieth,

ni net een hundred ninety-six, thirty-nine mllion five hundred thousand
dollars fromthe nineteen hundred ninety-five pool and forty-four
mllion five hundred thousand dollars fromthe ni neteen hundred

ni nety-si x pool respectively shall be reserved by the comm ssioner from
t he amount accunul ated in the statew de pool, proportionally based on
the total anmount of funds projected to be accunulated in the pool for
the year, for additional distributions in accordance wth paragraph
(b-1) of subdivision nineteen of this section to prograns to provide
heal th care coverage for uninsured or underinsured children, and the
bal ance of funds accunul ated in the statew de pool shall be
proportionally allocated in accordance with paragraphs (a), (b), (c) and
(d) of this subdivision.

* NB Effective until Decenber 31, 2029

* 19-a. Health care services all owance statew de pool distribution.
Funds accunul ated in the statew de pool created by the all owance
aut hori zed in accordance with subparagraphs (ii) and (iii) of paragraph
(a) of subdivision fourteen-b of this section, including income from
i nvested funds, shall be distributed or retained in accordance with the
fol | ow ng:

(a) Funds shall be transferred to primary health care services
regi onal pools created by the commi ssioner, and shall be avail abl e,
i ncluding income frominvested funds, for distributions in accordance
Wi th section twenty-ei ght hundred seven-bb of this article. Such funds
shall be transferred to each regional pool so that the regional pool
receives, for the rate periods January first, nineteen hundred
ni nety-four through Decenber thirty-first, nineteen hundred ninety-four
fifty-one and five-tenths percent, January first, nineteen hundred
ni nety-five through Decenber thirty-first, nineteen hundred ninety-five
forty-nine and six-tenths percent, and January first, nineteen hundred
ni nety-si x through June thirtieth, nineteen hundred ninety-six
forty-nine and six tenths percent of the total funds to be accunul at ed
in the statewi de pool fromthe all owance subnitted by or on behal f of
hospitals in that region. Such regions shall be those established for



pur poses of section two thousand nine hundred four-b of this chapter.

(b) A fixed percentage of the total funds accunul ated in the statew de
pool , including incone frominvested funds, shall be avail able for
primary care education and training. For the rate periods January first,
ni net een hundred ni nety-four through Decenber thirty-first, nineteen
hundred ni nety-four, such percentage shall be twenty-two and one-tenth
percent, January first, nineteen hundred ninety-five through Decenber
thirty-first, nineteen hundred ninety-five, such percentage shall be
twenty and four-tenths percent, and January first, nineteen hundred
ni nety-si x through June thirtieth, 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
i nvested funds shall be set aside and reserved from accunul ated funds
and may be accunul ated for the follow ng year for distribution by the
commi ssioner for primary care undergraduate medi cal education in
accordance with section nine hundred two of this chapter;

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

(iii) uptotwo million dollars annually plus inconme thereon from
i nvested funds shall be set aside and reserved from accunul ated funds
and may be accunul ated for the follow ng year for distribution by the
commi ssioner for the primary care practitioner scholarship programin
accordance with section nine hundred four of this chapter;

(iv) up totw mllion dollars annually plus incone thereon from
i nvested funds shall be set aside and reserved from accunul ated funds
and may be accunul ated for the follow ng year for distribution by the
commi ssioner for the primary care practitioner education programin
accordance with section nine hundred five of this chapter;

(v) the bal ance renmining annually plus incone thereon frominvested
funds shall be set aside and reserved from accunul ated funds and nay be
accurmul ated fromyear to year for distributions by the comm ssioner for
heal t h care devel opnment in accordance with section nine hundred six of
this chapter; and



(vi) provided, however, that the comm ssioner in the absence of
qualified recipients within a category may real |l ocate any funds
remai ni ng or unallocated within such a category for distribution by the
commi ssioner for the primary care practitioner schol arship programin
accordance with section nine hundred four of this chapter and the
primary care practitioner education programin accordance with section
nine hundred five of this chapter.

(c) A fixed percentage of the total funds accumul ated in the statew de
pool including income frominvested funds, shall be deposited by the
commi ssioner into the mscell aneous special 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 receiving
the m ninmum | evel of funding provided pursuant to a per capita formula
shall also be entitled to receive matching support; (ii) matching
support for other contributions received by health systens agencies from
qualified sources as determ ned by the conmm 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 June thirtieth, nineteen
hundred ni nety-si x such percentage shall be eight and two-tenths
percent .

(c-1) Notwi thstanding any ot her provision of law to the contrary, any
unspent funds avail able for progranms and services pursuant to
subpar agraphs (iii) and (iv) of paragraph (c) of this subdivision as of
April first, nineteen hundred ninety-five and any additional funds
avai l abl e for progranms and services pursuant to subparagraphs (iii) and
(iv) of paragraph (c) of this subdivision for the period April first,
ni net een hundred ninety-five through Decenber thirty-first, nineteen
hundred ni nety-five shall be transferred by the comm ssi oner and



deposited and credited to the nedical assistance program general fund
| ocal assi stance account.

(c-2) Notw thstandi ng any other provision of law to 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 accunul ated in the statew de
pool , including incone frominvested funds, shall be deposited by the

commi ssioner and credited to the energency nedical services training
account established for purposes of section ninety-seven-gq of the state
finance | aw for services and expenses related to energency nedi cal
services training and adm nistration. For the rate period January first,
ni net een hundred ni nety-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
t hrough Decenber thirty-first, nineteen hundred ninety-five, such
percent age shall be twenty-one and eight-tenths percent, and for the
rate period January first, nineteen hundred ninety-six through June
thirtieth, nineteen hundred ninety-six, such percentage shall be
twenty-one and ei ght-tenths percent.

(e) If on Septenber thirtieth, nineteen hundred ni nety-seven, any
funds accunul ated over the period January first, nineteen hundred
ni nety-four through June thirtieth, nineteen hundred ninety-six in the
regi onal pools established pursuant to paragraph (a) of this subdivision
are unused or uncommtted for the allocations provided for, such unused
or uncomm tted funds shall be reallocated for use in accordance with the
provi si ons of subdivision seventeen of this section.

(f) Distributions fromthe pools created in accordance with this
subdi vi si on and subdi vi sion fourteen-b of this section, and the
conponents of rates of paynment or charges related to the all owances
provi ded in accordance with subdivision fourteen-b of this section shal
not be included in gross revenue received for purposes of the
assessnents pursuant to subdivision eighteen of this section, subject to
t he provisions of paragraph (e) of subdivision eighteen of this section,
and shall not be included in gross receipts received for purposes of the
assessnents 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 t hstandi ng any i nconsistent provisions of |aw, the
commi ssi oner may borrow fromregional or statew de pool reserves for
pool s established pursuant to sections twenty-eight hundred ei ght-c,
twenty-ei ght hundred seven-a or this section of this article such funds
as shall be necessary, not to exceed the amounts projected to be
avai |l abl e 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 shal
refund such noneys when pool funds becone avail abl e pursuant to
par agraphs (a), (b), (c), (d) and (h) of this subdivision for such rate
year.

(h) Notwi t hstandi ng any i nconsistent provision of this subdivision,
prior to allocation of funds in accordance with paragraphs (a), (b), (c)
and (d) of this subdivision fromthe allowance for the period July
first, nineteen hundred ninety-five through Decenber thirty-first,
ni net een hundred ninety-five and fromthe all owance for the period
January first, nineteen hundred ninety-six through June thirtieth,
ni net een hundred ninety-six, thirty-nine mllion five hundred thousand
dollars fromthe nineteen hundred ninety-five pool and twenty-two
mllion two hundred fifty thousand dollars fromthe nineteen hundred
ni nety-si x pool respectively shall be reserved by the comm ssioner from
t he amount accunul ated in the statew de pool, proportionally based on
the total anmount of funds projected to be accunulated in the pool for
the year, for additional distributions in accordance with paragraph
(b-1) of subdivision nineteen of this section to prograns to provide
heal th care coverage for uninsured or underinsured children, and the
bal ance of funds accunulated in the statew de pool shall be
proportionally allocated in accordance with paragraphs (a), (b),(c) and
(d) of this subdivision.

* NB Effective Decenber 31, 2029

* 19-b. Funds accumul ated in the statew de pool created by the
assessnent authorized in accordance with subdivision eighteen of this
section for a period during 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, including incone



frominvested funds, shall be transferred by the comm ssioner and
consolidated with funds accunmul ated fromthe all owance pursuant to
subdi vi sion two of section twenty-eight hundred seven-j of this article
for such period and allocated in accordance wi th subdivision nine of
section twenty-ei ght hundred seven-j of this article.

* NB Effective until Decenmber 31, 2029

* 19-b. Funds accumul ated in the statew de pool created by the
assessnent authorized in accordance with subdivision eighteen of this
section for a period during the period January first, nineteen hundred
ni nety-seven through Decenber thirty-first, nineteen hundred
ni nety-ni ne, including incone frominvested funds, shall be transferred
by the conm ssioner and consolidated with funds accumul ated fromthe
al l owance pursuant to subdivision two of section twenty-eight hundred
seven-j of this article for such period and all ocated in accordance with
subdi vi si on nine of section twenty-eight hundred seven-j of this
article.

* NB Effective and repeal ed Decenber 31, 2029

20. Paynents to pools. (a) Paynents by or on behal f of general
hospitals to bad debt and charity care regional pools of funds due based
on the allowance included in rates and charges in accordance with
par agraph (c) of subdivision fourteen of this section and to regional
pool s created pursuant to paragraph (b) of subdivision fourteen-b and to
a statew de pool created pursuant to paragraph (b) of subdivision
fourteen-c of this section shall be nade on a tinme schedul e established
by the council, subject to the approval of the comm ssioner, by
regul ati on; provided, however, that estimted paynents of anmpounts due
for patients discharged in a cal endar nonth comrenci ng on or after
Cct ober first, nineteen hundred ninety-one nust be nade within sixty
days of the end of each nonth unl ess paynents of actual anmounts due for
such cal endar nonths have been made within such sixty day tine period.
Upon recei pt of notification fromthe conm ssioner, the conptroller, or
a fiscal internediary designated by the director of the budget, or the
comm ssi oner of social services, or a corporation organized and
operating in accordance with article forty-three of the insurance |aw or
an organi zation operating in accordance with article forty-four of this
chapter shall withhold fromthe anmount of any paynent to be nade by the



state or such article forty-three corporation or article forty-four
organi zation to a general hospital the anmobunt of any arrearage resulting
from such general hospital's failure to make a tinely paynent to the
pool s of funds due based on the allowances included in rates and charges
i n accordance with paragraph (c) of subdivision fourteen, paragraph (a)
of subdivision fourteen-b and paragraph (a) of subdivision fourteen-c of
this section. Upon wthhol ding such anount, the conptroller, or a
designated fiscal internediary, or the comm ssioner of social services,
or a corporation organi zed and operating in accordance with article
forty-three of the insurance |aw or an organi zation operating in
accordance with article forty-four of this chapter shall pay the
commi ssi oner, or his designee, such amount withheld for deposit into the
appl i cabl e pool. Any general hospital in arrears resulting fromfailure
to make a tinmely paynent to a pool shall not be eligible for a
distribution froma bad debt and charity care regional pool in
accordance w th subdivision seventeen of this section until such
arrearage i s satisfied.

(b) (i) Paynments by or on behal f of general hospitals to the bad debt
and charity care and capital statew de pool of funds due fromthe
assessnents pursuant to subdivision eighteen of this section shall be
made on a tinme schedul e established by the council, subject to the
approval of the comm ssioner, by regulation; provided, however, that
esti mated paynents of anounts due for patients discharged in a cal endar
nont h commenci ng on or after Cctober first, nineteen hundred ninety-one
nmust be made within sixty days of the end of each nonth unl ess paynents
of actual anounts due for such cal endar nonths have been made within
such sixty day tinme period. Upon receipt of notification fromthe
commi ssioner, the conptroller, or a fiscal internediary designated by
the director of the budget, or a corporation organi zed and operating in
accordance with article forty-three of the insurance | aw or an
organi zati on operating in accordance with article forty-four of this
chapter shall withhold fromthe anmount of any paynent to be nade by the
state or such article forty-three corporation or article forty-four
organi zation to a general hospital the anobunt of any arrearage resulting
from such general hospital's failure to make a tinmely paynent to the bad
debt and charity care and capital statew de pool of funds due fromthe
assessnents. Upon wi t hhol ding such anount, the conptroller, or a



designated fiscal internediary, or a corporation organi zed and operating
in accordance with article forty-three of the insurance |law or an
organi zati on operating in accordance with article forty-four of this
chapter shall pay the comm ssioner, or his designee, such anount

wi t hhel d for deposit into the applicable pool. Any general hospital in
arrears resulting fromfailure to nake a tinely paynment to the bad debt
and charity care and capital statew de pool shall not be eligible for a
distribution fromthe bad debt and charity care regional pools in
accordance wi th subdivi sion seventeen of this section or the bad debt
and charity care and capital statew de pool in accordance with
subdi vi sion nineteen of this section until such arrearage is satisfied.

(ii) For periods on and after January first, two thousand five,
reports submtted by general hospitals to inplenent the assessnent set
forth in subdivision eighteen of this section shall be submtted
el ectronically in a formas may be required by the comm ssioner;
provi ded, however, general hospitals are not prohibited fromsubnmtting
reports electronically on a voluntary basis prior to such date, and
provi ded further, however, that all such el ectronic subn ssions
submtted on and after July first, two thousand twelve shall be verified
wWith an el ectronic signature as prescribed by the conm ssi oner.

(c) (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 anmount paid to a pool and the anobunt due to such
pool by the hospital or payor fromthe day of the nonth the paynment was
due until the date of paynent. The rate of interest shall be twelve
percent per annumor at the rate of interest set by the comm ssioner of
taxation and finance with respect to underpaynents of tax pursuant to
subsection (e) of section one thousand ninety-six of the tax |aw 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) If a paynment by a general hospital or by a payor paying directly
to a pool is less than seventy percent of the anmobunt due to such pool by
the hospital or payor, a penalty shall be due and payable to the
commi ssi oner by the hospital or payor of five percent of the difference
bet ween the anount paid to the pool and the anount 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
addi tional nmonth or fraction thereof during which such failure
continues, not exceeding twenty-five percent in the aggregate. A penalty
may be collected by the conm ssioner in the sane manner as an arrearage
pursuant to this subdivision.

21. Maximumdi stributions. (a) No general hospital nay receive in
total fromthe distributions made in accordance wi th paragraph (b) of
subdi vi si on fourteen-c, paragraphs (a) and (b) of subdivision seventeen
and paragraphs (c), (d) and (e) of subdivision nineteen of this section
an anmount 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 nmay receive in total from
di sproportionate share paynent distributions nade in accordance with
subdi vi si on seventeen of this section and adjustnents in accordance with
subdi vi sions 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 ni nety-four or for annual rate periods begi nning on
January first on or after January first, nineteen hundred ninety-five
t hrough Decenber thirty-first, nineteen hundred ninety-six, or nade in
accordance with section twenty-ei ght hundred seven-k of this article and
adj ustnments in accordance with subdivision fourteen-f of this section
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
t housand an anobunt which exceeds the costs incurred during such period
of furnishing inpatient and anbul atory hospital services, net of nedical
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
eligible for nedical 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 increase to such maxi mumor to the manner in which the
limtation on disproportionate share paynents is applied as shal
increase the maximumlimt for a period or part of a period as

aut hori zed by federal |law 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 paragraph, paynents to a general
hospital for services provided to indigent patients nmade by the state or
a unit of local governnment within the state shall not be considered to
be a source of third party paynent.

(ii1) Reductions pursuant to this paragraph shall be made in the
fol |l owi ng sequence:

(A) for periods through Decenber thirty-first, nineteen hundred
ni nety-si x, adjustnents in accordance with subdivision fourteen-d of
this section; adjustnments in accordance with subdivision fourteen-a of
this section; and distributions in accordance with 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 of this section; and distributions 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
subdi vi si on seventeen of this section for a general hospital, such
general hospital shall receive a supplenentary distribution not as a
di sproportionate share paynent and not subject to federal financial
participation fromfunds avail abl e pursuant to subdivi sion sevent een 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 with section
twenty-ei ght hundred seven-k of this article for a general hospital,
such general hospital shall receive a supplenmentary distribution not as
a disproportionate share paynent and not subject to federal financial
partici pation fromfunds avail abl e pursuant to section twenty-eight
hundred seven-k of this article for periods during the period January



first, nineteen hundred ninety-seven through Decenber thirty-first,
ni net een hundred ni nety-nine and on and after January first, two
t housand equal to one-half of such reduction.

* NB Effective until Decenmber 31, 2029

* (b)(i) No public general hospital nmay receive in total from
di sproportionate share paynent distributions nade in accordance with
subdi vi si on seventeen of this section and adjustnents in accordance with
subdi vi sions 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 ni nety-four or for annual rate periods begi nning on
January first on or after January first, nineteen hundred ninety-five
t hrough Decenber thirty-first, nineteen hundred ninety-six, or nade in
accordance with section twenty-ei ght hundred seven-k of this article and
adj ustnments in accordance with subdivision fourteen-f of this section
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-ni ne an anount whi ch exceeds the costs incurred
during such period of furnishing inpatient and anbul atory hospital
services, net of nedical assistance paynents pursuant to title el even of
article five of the social services |aw, other than disproportionate
share paynments pursuant to subdivision twenty-six of this section or
subdi vision thirteen of section twenty-eight hundred seven-k of this
article, and paynents by uninsured patients, by the hospital to
i ndi vidual s who either are eligible for nedical assistance pursuant to
title eleven of article five of the social services |aw or have no
heal t h i nsurance or other source of third party coverage; provided,
however, that the conmm ssioner shall nmake such increase to such maxi mum
or to the manner in which the limtation on disproportionate share
paynments is applied as shall increase the naximumlimt for a period or
part of a period as authorized by federal |aw or regulation or the
secretary of the departnent of health and human services for purposes of
federal financial participation pursuant to title Xl X of the federal
social security act. For purposes of this paragraph, paynents to a
general hospital for services provided to indigent patients nade by the
state or a unit of |ocal government within the state shall not be
considered to be a source of third party paynent.

(ii1) Reductions pursuant to this paragraph shall be made in the



fol |l owi ng sequence:

(A) for periods through Decenber thirty-first, nineteen hundred
ni nety-si x, adjustnents in accordance with subdivision fourteen-d of
this section; adjustnents in accordance with subdivision fourteen-a of
this section; and distributions in accordance with 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
ni nety-ni ne, adjustments in accordance with subdivision fourteen-f of
this section; and distributions in accordance with section twenty-eight
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
subdi vi si on seventeen of this section for a general hospital, such
general hospital shall receive a supplenentary distribution not as a
di sproportionate share paynent and not subject to federal financial
participation from funds avail abl e pursuant to subdivi sion sevent een of
this section for periods through Decenber thirty-first, nineteen hundred
ni nety-si Xx.

(B) I'n the event a reduction pursuant to subparagraphs (i) and (ii) of
this paragraph is effective for distributions in accordance with section
twenty-ei ght hundred seven-k of this article for a general hospital,
such general hospital shall receive a supplenmentary distribution not as
a di sproportionate share paynent and not subject to federal financial
partici pation fromfunds avail abl e pursuant to section twenty-eight
hundred seven-k of this article for periods during the period January
first, nineteen hundred ninety-seven through Decenber thirty-first,
ni net een hundred ni nety-nine equal to one-half of such reduction.

* NB Effective and expires Decenber 31, 2029

* (b) (i) No public general hospital may receive in total from
di sproportionate share paynent distributions nade in accordance with
subdi vi si on seventeen of this section and adjustnents in accordance with
subdi vi sions 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 ni nety-four or for annual rate period begi nning on
January first on or after January first, nineteen hundred ninety-five an
anount whi ch exceeds the costs incurred during such period of furnishing



i npatient and anbul atory hospital services, net of nedical assistance
paynments pursuant to title eleven of article five of the social services
| aw, ot her than disproportionate share paynents pursuant to subdivi sion
twenty-six of this section, and paynents by uninsured patients, by the
hospital to individuals who either are eligible 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;

provi ded, however, that the comm ssioner shall make such increase to
such maxi mum or to the manner in which the limtation on

di sproportionate share paynents is applied as shall increase the naxi num
limt for a period or part of a period as authorized by federal |aw or
regul ati on or the secretary of the departnment of health and hunan
services for purposes of federal financial participation pursuant to
title XIX of the federal social security act. For purposes of this

par agr aph, paynments to a general hospital for services provided to

i ndigent patients nmade by the state or a unit of |ocal governnment wthin
the state shall not be considered to be a source of third party paynent.

(ii1) Reductions pursuant to this paragraph shall be made in the
fol |l owi ng sequence: adjustnents in accordance w th subdivi sion
fourteen-d of this section; adjustnments in accordance w th subdivision
fourteen-a of this section; and distributions in accordance with
subdi vi si on seventeen of this section.

(iii) I'n the event a reduction pursuant to subparagraphs (i) and (ii)
of this paragraph is effective for distributions in accordance with
subdi vi si on seventeen of this section for a general hospital, such
general hospital shall receive a supplenentary distribution not as a
di sproportionate share paynent and not subject to federal financial
participation fromfunds avail abl e pursuant to subdivi sion sevent een of
this section equal to one-half of such reduction.

* NB Effective Decenber 31, 2029

* (c)(i) No general hospital other than a public general hospital my
receive in total fromdisproportionate share paynent distributions nmade
i n accordance with paragraph (b) of subdivision fourteen-c, subdivision
sevent een 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
t hrough Decenber thirty-first, nineteen hundred ninety-five or for the



annual rate period beginning on January first, nineteen hundred

ni nety-si x through Decenber thirty-first, nineteen hundred ninety-siX,
or made in accordance with section twenty-ei ght 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, nineteen hundred ninety-nine and on and after January
first, two thousand an anobunt which exceeds the costs incurred during
such period of furnishing inpatient and anbul atory hospital services,
net of nedical assistance paynents pursuant to title eleven of article
five of the social services |aw, other than disproportionate share
paynments pursuant to subdivision twenty-six of this section or

subdi vision thirteen of section twenty-eight hundred seven-k of this
article, and paynents by uninsured patients, by the hospital to

i ndi vidual s who either are eligible for nedical assistance pursuant to
title eleven of article five of the social services |aw or have no
heal t h i nsurance or other source of third party coverage; provided,
however, that the conm ssioner shall make such nodifications to the
manner in which the limtation on disproportionate share paynents is
applied to such hospitals as shall increase the maximumlimt for a
period or part of a period as authorized by federal |aw or regul ation or
the secretary of the departnment of health and human services for

pur poses of federal financial participation pursuant to title Xl X of the
federal social security act. For purposes of this paragraph, paynents to
a general hospital for services provided to indigent patients made by
the state or a unit of |ocal governnent within the state shall not be
considered to be a source of third party paynent.

(ii1)(A) Reductions pursuant to this paragraph for periods through
Decenber thirty-first, nineteen hundred ninety-six shall be made in the
fol |l owi ng sequence for general hospitals other than financially
di stressed hospitals: adjustnents in accordance with subdivision
fourteen-d of this section; and distributions in accordance with
subdi vi si on 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 with paragraphs



(c) and (d) of subdivision nineteen of this section; and distributions
in accordance wi th subdivision seventeen of this section.

(© 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 nmade 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
par agraph (b) of subdivision fourteen-c of this section, paragraph (c)
or (d) of subdivision nineteen of this section, subdivision fourteen-d
of this section or subdivision seventeen of this section for a general
hospital, such general hospital shall receive a supplenentary
distribution not as a disproportionate share paynent and not subject to
federal financial participation fromfunds avail able pursuant to such
subdi vi si ons equal to one-half of such reduction for periods through
Decenber thirty-first, nineteen hundred ninety-six.

(B) I'n the event a reduction pursuant to subparagraphs (i) and (ii) of
this paragraph is effective for distributions in accordance with section
twenty-ei ght hundred seven-k of this article for a general hospital,
such general hospital shall receive a supplenmentary distribution not as
a disproportionate share paynent and not subject to federal financial
partici pation fromfunds avail abl e pursuant to section twenty-eight
hundred seven-k of this article for periods during the period January
first, nineteen hundred ninety-seven through Decenber thirty-first,
ni net een hundred ni nety-nine and on and after January first, two
t housand equal to one-half of such reduction.

* NB Effective until Decenber 31, 2029

* (c)(i) No general hospital other than a public general hospital my
receive in total fromdisproportionate share paynent distributions nmade
i n accordance with paragraph (b) of subdivision fourteen-c, subdivision
sevent een 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
t hrough Decenber thirty-first, nineteen hundred ninety-five or for the
annual rate period beginning on January first, nineteen hundred
ni nety-si x through Decenber thirty-first, nineteen hundred ninety-siX,



or made in accordance with section twenty-ei ght 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, nineteen hundred ninety-nine an anmount whi ch exceeds the
costs incurred during such period of furnishing inpatient and anbul atory
hospi tal services, net of nedical assistance paynents pursuant to title
el even of article five of the social services |aw, other than

di sproportionate 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 uninsured patients, by the
hospital to individuals who either are eligible 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;

provi ded, however, that the comm ssioner shall make such nodifications
to the manner in which the limtation on disproportionate share paynents
is applied to such hospitals as shall increase the maxinumlimt for a
period or part of a period as authorized by federal |aw or regul ation or
the secretary of the departnment of health and human services for

pur poses of federal financial participation pursuant to title Xl X of the
federal social security act. For purposes of this paragraph, paynents to
a general hospital for services provided to indigent patients made by
the state or a unit of |ocal governnent within the state shall not be
considered to be a source of third party paynent.

(ii1)(A) Reductions pursuant to this paragraph for periods through
Decenber thirty-first, nineteen hundred ninety-six shall be made in the
foll owi ng sequence for general hospitals other than financially
di stressed hospitals: adjustnments in accordance with subdivision
fourteen-d of this section; and distributions in accordance with
subdi vi si on 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 with paragraphs
(c) and (d) of subdivision nineteen of this section; and distributions
in accordance wi th subdivision seventeen of this section.

(© Reductions pursuant to this paragraph for periods during the



period January first, nineteen hundred ninety-seven through Decenber
thirty-first, nineteen hundred ninety-nine, shall be made from
distributions in accordance with section twenty-eight 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
par agraph (b) of subdivision fourteen-c of this section, paragraph (c)
or (d) of subdivision nineteen of this section, subdivision fourteen-d
of this section or subdivision seventeen of this section for a general
hospital, such general hospital shall receive a supplenentary
distribution not as a disproportionate share paynent and not subject to
federal financial participation fromfunds avail able pursuant to such
subdi vi si ons equal to one-half of such reduction for periods through
Decenber thirty-first, nineteen hundred ninety-six.

(B) I'n the event a reduction pursuant to subparagraphs (i) and (ii) of
this paragraph is effective for distributions in accordance with section
twenty-ei ght hundred seven-k of this article for a general hospital,
such general hospital shall receive a supplenmentary distribution not as
a disproportionate share paynent and not subject to federal financial
partici pation fromfunds avail abl e pursuant to section twenty-eight
hundred seven-k of this article for periods during the period January
first, nineteen hundred ninety-seven through Decenber thirty-first,
ni net een hundred ni nety-nine equal to one-half of such reduction.

* NB Effective and expires Decenber 31, 2029

* (c) (i) No general hospital other than a public general hospital may
receive in total fromdisproportionate share paynent distributions nmade
i n accordance with paragraph (b) of subdivision fourteen-c, subdivision
sevent een 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
t hrough Decenber thirty-first, nineteen hundred ninety-five or for the
annual rate period beginning on January first, nineteen hundred
ni nety-si x an anount which exceeds the costs incurred during such period
of furnishing inpatient and anbul atory hospital services, net of nedical
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, and paynents by uninsured



patients, by the hospital to individuals who either are eligible for
nmedi cal assistance pursuant to title eleven of article five of the
soci al services |law or have no health insurance or other source of third
party coverage; provided, however, that the conm ssioner shall make such
nodi fications to the manner in which the limtation on disproportionate
share paynments is applied to such hospitals 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 departnent 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
par agr aph, paynments to a general hospital for services provided to
i ndigent patients nmade by the state or a unit of |ocal governnment wthin
the state shall not be considered to be a source of third party paynent.

(ii1)(A) Reductions pursuant to this paragraph shall be made in the
foll owi ng sequence for general hospitals other than financially
di stressed hospitals: adjustnents in accordance with subdivision
fourteen-d of this section; and distributions in accordance with
subdi vi si on seventeen of this section.

(B) Reductions pursuant to this paragraph shall be nade in the
foll owi ng sequence for general hospitals designated as financially
di stressed hospitals: distributions in accordance with paragraph (b) of
subdi vi sion fourteen-c of this section; distributions in accordance with
par agraphs (c) and (d) of subdivision nineteen of this section; and
di stributions in accordance w th subdivision seventeen of this section.

(iii) I'n the event a reduction pursuant to subparagraphs (i) and (ii)
of this paragraph is effective for distributions in accordance with
par agraph (b) of subdivision fourteen-c of this section, paragraph (c)
or (d) of subdivision nineteen of this section, subdivision fourteen-d
of this section or subdivision seventeen of this section for a general
hospital, such general hospital shall receive a supplenentary
distribution not as a disproportionate share paynent and not subject to
federal financial participation fromfunds avail able pursuant to such
subdi vi si ons equal to one-half of such reduction.

* NB Effective Decenber 31, 2029

* (d) (i) Comrencing April first, nineteen hundred ninety-four, no
general hospital may be eligible to receive disproportionate share
paynments determ ned in accordance with subdivision twenty-six of this



section through Decenber thirty-first, nineteen hundred ninety-six or in
accordance with 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 unless the hospital has an inpatient
utilization rate for patients eligible for paynents pursuant to title

el even of article five of the social services law eligible for federal
financial participation pursuant to title nineteen of the federal social
security act of not |ess than one percent.

(ii) I'n the event a general hospital is disqualified pursuant to
subpar agraph (i) of this paragraph fromreceiving disproportionate share
paynments for a period, such general hospital shall receive distributions
not as di sproportionate share paynents and not subject to federal
financial participation fromfunds avail abl e pursuant to subdivision
seventeen of this section for periods through Decenber thirty-first,
ni net een hundred ni nety-six, and pursuant to section twenty-eight
hundred seven-k of this article for periods during the period January
first, nineteen hundred ninety-seven through Decenber thirty-first,
ni net een hundred ni nety-nine and on and after January first, two
t housand equal to one-half of the distributions for which such general
hospi tal woul d have been qualified pursuant to subdivi sion seventeen of
this section for periods through Decenber thirty-first, nineteen hundred
ni nety-si x, and pursuant to section twenty-eight hundred seven-k of this
article 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 wi t hout consi deration of
subpar agraph (i) of this paragraph.

* NB Effective until Decenber 31, 2029

* (d) (i) Comrencing April first, nineteen hundred ninety-four, no
general hospital may be eligible to receive disproportionate share
paynments determ ned in accordance with subdivision twenty-six of this
section through Decenber thirty-first, nineteen hundred ninety-six or in
accordance with 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 unless the
hospital has an inpatient utilization rate for patients eligible for
paynments pursuant to title eleven of article five of the social services



|l aw eligible for federal financial participation pursuant to title
ni net een of the federal social security act of not |ess than one
percent .

(ii) I'n the event a general hospital is disqualified pursuant to
subpar agraph (i) of this paragraph fromreceiving disproportionate share
paynments for a period, such general hospital shall receive distributions
not as di sproportionate share paynents and not subject to federal
financial participation fromfunds avail abl e pursuant to subdivision
seventeen of this section for periods through Decenber thirty-first,
ni net een hundred ni nety-six, and pursuant to section twenty-eight
hundred seven-k of this article for periods during the period January
first, nineteen hundred ninety-seven through Decenber thirty-first,
ni net een hundred ni nety-nine equal to one-half of the distributions for
whi ch such general hospital would have been qualified pursuant to
subdi vi si on seventeen of this section for periods through Decenber
thirty-first, nineteen hundred ninety-six, and pursuant to section
twenty-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 w thout consideration of
subpar agraph (i) of this paragraph.

* NB Effective and expires Decenber 31, 2029

* (d) (i) Comrencing April first, nineteen hundred ninety-four, no
general hospital may be eligible to receive disproportionate share
paynments determ ned in accordance with subdivision twenty-six of this
section unless the hospital has an inpatient 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 federal social security act of not
| ess than one percent.

(ii) I'n the event a general hospital is disqualified pursuant to
subpar agraph (i) of this paragraph fromreceiving disproportionate share
paynments for a period, such general hospital shall receive distributions
not as di sproportionate share paynents and not subject to federal
financial participation fromfunds avail abl e pursuant to subdivision
seventeen of this section equal to one-half of the distributions for
whi ch such general hospital would have been qualified pursuant to
subdi vi si on seventeen of this section w thout consideration of



subpar agraph (i) of this paragraph.

* NB Effective Decenber 31, 2029

* (e) For purposes of calculations pursuant to paragraphs (b) and (c)
of this subdivision of maxi num di sproporti onate share paynent
distributions for a year or part thereof, costs incurred of furnishing
hospi tal services net of nedical assistance paynents, other than
di sproportionate share paynents, and paynents by uni nsured patients
shall be determned initially based on base year data and statistics for
the base year two years imedi ately preceding the year projected to the
year by the trend factor determined in accordance with subdivision ten
of this section and shall be subsequently revised to reflect actual
period data and statistics. For purposes of cal culations pursuant to
par agraph (d) of this subdivision of eligibility to receive
di sproportionate share paynents for a year or part thereof, the hospita
inpatient utilization rate shall be determ ned based on base year
statistics in accordance with a net hodol ogy established by the
commi ssioner, and costs incurred of furnishing hospital services shal
be determ ned in accordance with a net hodol ogy established by the
commi ssi oner consistent with requirenents of 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 in disproportionate share paynents.

* NB Effective until Decenber 31, 2029

* (e) For purposes of calcul ations pursuant to paragraphs (b) and (c)
of this subdivision of maxi num di sproporti onate share paynent
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 paynents, and paynents by uninsured patients
shall be determned initially based on base year data and statistics for
t he base year two years imediately preceding the rate year projected to
the rate year by the trend factor determ ned in accordance with
subdi vision ten of this section and shall be subsequently revised to
reflect actual rate period data and statistics. For purposes of
cal cul ati ons pursuant to paragraph (d) of this subdivision of
eligibility to receive disproportionate share paynents for a rate year
or part thereof, the hospital inpatient utilization rate shall be
determ ned based on base year statistics in accordance with a



nmet hodol ogy established by the conm ssioner, and costs incurred of
furni shing hospital services shall be determ ned in accordance with a
nmet hodol ogy established by the conm ssioner consistent with requirenents
of the secretary of the departnent of health and human services for
pur poses of federal financial participation pursuant to title Xl X of the
federal social security act in disproportionate share paynents.

* NB Effective Decenber 31, 2029

(e-1) For periods on and after January first, two thousand el even, for
pur poses of cal cul ati ons pursuant to paragraphs (b) and (c) of this
subdi vi si on of maxi mum di sproportionate share paynent distributions for
a rate year or part thereof, costs incurred of furnishing hospital
services net of nedical assistance paynents, other than disproportionate
share paynents, and paynents by uninsured patients shall for the two
t housand el even cal endar year, shall be determned initially based on
each hospital's subm ssion of a fully conpleted two thousand ei ght
di sproportionate share hospital data collection tool, which is required
to be submitted to the departnment by March thirty-first, two thousand
el even, and shall be subsequently revised to reflect each hospital's
submi ssion of a fully conpleted two thousand ni ne di sproportionate share
hospital data collection tool, which is required to be submitted to the
department by COctober first, two thousand el even.

For cal endar years on and after two thousand twelve, such initial
determ nations shall reflect subm ssion of data as required by the
commi ssioner on a specified date. Al such initial determ nations shal
subsequently be revised to reflect actual rate period data and
statistics. Indigent care paynents will be withheld in instances when a
hospital has not submtted required information by the due dates
prescribed in this paragraph, provided, however, that such paynents
shal | be made upon subm ssion of such required data. For purposes of
cal cul ati ons pursuant to paragraph (d) of this subdivision of
eligibility to receive disproportionate 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
nmet hodol ogy established by the conm ssioner, and costs incurred of
furni shing hospital services shall be determ ned in accordance with a
nmet hodol ogy established by the conm ssioner consistent with requirenents



of the secretary of the departnent of health and human services for
pur poses of federal financial participation pursuant to the title Xl X of
the federal social security act in disproportionate share paynents.

(f) The comm ssioner may recover any anounts paid in excess of maxi nmum
perm ssi bl e distributions and adjustnments determ ned pursuant to this
subdi vi sion by retroactive adjustnment and recoupnent from paynents nade
for beneficiaries eligible for paynments pursuant to title el even of
article five of the social services |aw.

(g) Notwi t hstandi ng any i nconsistent 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
subdi vi 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
determ nes that distributions based on such provisions would render a
health care related tax on general hospitals an inperni ssible health
care related tax for purposes of the federal nedicaid voluntary
contribution and provider specific tax amendnents of nineteen hundred
ni nety-one for purposes of such health care related tax receipts
reduci ng the anmount deened expended by the state as nedi cal assistance
for purposes of federal financial participation.

22. Undistributed funds. Any funds, including inconme 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 assessnments submtted to the pool.

23. Reinbursenment rates. The assessnents pursuant to subdivision
ei ghteen of this section shall not be an allowable cost in the
determ nati on of general hospital inpatient reinbursenent rates in
accordance with this section and section twenty-eight hundred seven of
this article.

24. Federal financial participation. The council nmay adopt rul es and



regul ati ons, subject to the approval of the conm ssioner, to adjust
rates of paynment by governnental agencies for general hospital inpatient
services deternmned in accordance with this section as necessary to neet
federal requirenents for securing federal financial participation
pursuant to title XIX of the federal social security act in the event
the state cannot provide assurances satisfactory to the secretary of

heal th and hunman services related to a conpari son of rates of paynment in
t he aggregate to naxi num aggregate paynents determ ned in accordance
with federal |aw and regulation which are substantially the sane as such
assurances as in effect on October twenty-sixth, nineteen hundred

ei ghty-seven for securing such federal financial participation.

Not wi t hst andi ng any other law, the state reserves the right to recoup
any paynents by governnental agencies for general hospital inpatient
services authorized by this section for which federal financial

partici pati on has been denied in connection with that determ nation by

t he departnent of health and human services.

25. Medi cal education expenses. (a) Notw thstandi ng any inconsi stent
provi sion of this section, to encourage the training of nore prinmary
care physicians, for annual rate periods begi nning on or after January
first, nineteen hundred ninety-two, indirect nedical education expenses,
as defined in subparagraph (ii) of paragraph (c) of subdivision seven of
this section, of a general hospital included in the determ nation of the
operating cost conponent of general hospital rates of paynent for a rate
period in accordance with subdivisions six and seven of this section or
i n accordance with paragraph (e), (g) or (i) of subdivision four of this
section for general hospitals or distinct units of general hospitals not
rei mbursed on the basis of case based paynents per discharge shall be
adjusted to reflect the follow ng nodifications:

(i) the calculation of interns and residents to bed ratios for
pur poses of determ ning indirect reinbursenent shall include residents
i n non-hospital anmbul atory settings. The sumin total for all general
hospital s of the indirect nedical education expenses shall equal the sum
in total for each general hospital determ ned as if the provisions of
this section were applied without consideration of residents in
non- hospi tal anbul atory settings; and

(ii) for annual rate periods beginning on or after January first,



ni net een hundred ni nety-two, residencies shall be weighted to provide
hi gher weights for primary care and energency nedi ci ne physi ci ans.
Primary care residents specialties shall include fam |y nedicine,
general pediatrics, primary care internal medicine and prinmary care
obstetrics and gynecol ogy. In determ ning whether a residency is in
primary care, the conm ssioner shall consult with the New York state
council on graduate mnedi cal education and the state hospital review and
pl anni ng council. Rei nbursabl e indirect expenses of medical education of
a general hospital for a rate period shall be weighted based on
proj ected nmedi cal education statistics for such general hospital for
such rate period, and subsequently reconcil ed through appropriate audit
procedures to actual statistics by a prospective adjustnent to rates of
paynment. The weighting factors shall be determ ned based on ni neteen
hundred ninety data and statistics and shall include residents
identified in subparagraph (i) of this paragraph not previously included
in such cal culations such that the sumin total for all genera
hospitals of the results of the weighting factors multiplied by the
i ndirect nedical education expenses for each general hospital shal
equal , approxinmately, the sumin total for all general hospitals of the
i ndirect nedical education expenses for each general hospital determ ned
as if the provisions of this section were applied wi thout consideration
of the weighting factors or residents in non-hospital amnbul atory
settings determ ned pursuant to this subdivision. Residency positions in
any specialty shall be weighted to equal no |l ess than nine-tenths of
what such position would have equaled if reinbursenment were to have been
cal cul ated without regard to the weighting factors. If a genera
hospital is reinbursed by this provision in excess of the anpunt such
hospi tal woul d have been rei nbursed 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
t hi s subparagraph shall not apply to those four specialty eye and ear,
speci al surgery and orthopedic and joint disease hospitals, specified by
t he conm ssioner, whose primary mssion is to engage in research,
training, and clinical care in the above-naned areas.

(b) Hospitals shall furnish to the departnment such reports and
i nformati on as nmay be required by the conmm ssioner to assess the cost,
quality and health system needs for nedical education provided.



(c) For purposes of determ ning how such wei ghting factors have
resulted in the increased training of physicians in prinmary care
specialties, the council on graduate nedical education shall prepare a
report on or before March thirty-first, nineteen hundred ninety-five.
Such report shall include, but shall not be limted to: an evaluation of
the effectiveness such weighting factors have had on the nunber of
residents matched in prinmary care specialties; the degree to which such
wei ghting factors have inpacted general hospitals to redirect their
resi dency prograns toward training primary care physicians; and the
i npact such weighting factors have had on graduate nedi cal education
wi t hin general hospitals. Such report shall also include reconmendati ons
to the governor and the | egislature on the continuation, expiration or
nodi fication of such weighting factors.

(d) Notwi t hstandi ng any i nconsistent provision of this section and
subject to the availability of federal financial participation:

(i) For periods on and after April first, two thousand four, the
commi ssi oner shall adjust inpatient nedical assistance rates of paynent
established pursuant to this section, including discrete rates of
paynment cal cul ated 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 general
hospital s, in 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:

(ii) Rate adjustnents 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 paynent, including exenpt unit per diemrates, and an estimte of
what the graduate nedi cal education conponent, direct and indirect, of
such nedi cal assistance inpatient rates of paynent, including exenpt
unit per diemrates would be, stated at two thousand three | evels and
cal cul ated as foll ows:

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

(B) An estimate of the total indirect nedical education costs for two
t housand one cal cul ated in accordance with the methodol ogy applicabl e



for purposes of determ ning an estimte of indirect nedical education

costs pursuant to subparagraph (ii) of paragraph (c) of subdivision

seven of this section. The indirect nedical education costs shall equal

t he product of two thousand one hospital specific inpatient operating

costs, including exenpt unit costs, and the indirect teaching cost

percent age determ ned by the foll ow ng fornul a:
1-(1/(1+1.89(((1+r)".405)-1)))

where r equals the ratio of residents and fellows to beds for two

t housand one adjusted to reflect the projected two thousand three

resi dent counts.

(C Each hospital's rate adjustnent shall be limted to seventy-five
percent of the graduate nedical education conponent included inits two
t housand three nedi cal assistance inpatient rates of paynent, i ncluding
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
thirty-first, two thousand seven, no hospital shall receive a rate
adj ust ment pursuant to this paragraph if such rate adjustnment would be a
negati ve anmount. 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.

(iii) If the aggregate anmount of rate adjustnments cal cul ated pursuant
to this paragraph exceeds the upper paynent limt cal cul ated pursuant to
federal regulations, such rate adjustnents shall be reduced
proportionally by the amount in excess of the federal upper paynent
limt. Such reduction, if applicable, shall be cal culated on an annual
basi s.

(iv) Such rate adjustnent shall be included as an add-on to nedi cal
assi stance inpatient rates of paynent, excluding exenpt unit rates, but
i ncluding inpatient rates of paynment established in accordance with
par agr aph a-three of subdivision one of this section. Such rate add-on
shal | be based on nedi cal 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 departnent by Novenber first of the year prior
to the rate year. Such anmounts shall not be reconciled to reflect
changes in medical assistance utilization between the year two years



prior to the rate year and the rate year

(e) From anounts avail abl e pursuant to paragraph (oo) of subdivision
one of section twenty-eight hundred seven-v of this article, allocations
shall be made to non-public general hospitals receiving a rate
adj ust nent pursuant to paragraph (d) of this subdivision when the rate
adj ust mrent pursuant to paragraph (d) of this subdivision results in the
general hospital exceeding its applicable disproportionate share paynent
limt in the year in which the adjustnent is made and the anount of the
associ ated reduction in the hospital's disproportionate share paynents
woul d result in the hospital receiving less than its total distribution
anount in that year. A hospital's "total distribution amount” shall be
t he amount 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
hospital's eligible |oss for purposes of this paragraph shall be the
anount of the loss in such total distribution anount. Each eligible
hospital's allocation of avail able funds pursuant to this paragraph
within a year shall be determ ned based on its proportionate share of
the aggregate eligible | osses for all such hospitals, Iimted by the
anount of the rate adjustnent pursuant to paragraph (d) of this
subdi vi si on.

26. Disproportionate share paynents. Distributions to general
hospitals from bad debt and charity care regional pools pursuant to
subdi vi si on seventeen of this section, distributions to general
hospitals fromthe bad debt and charity care and capital statew de pool
pursuant to paragraphs (c) and (d) of subdivision nineteen of this
section, distributions to general hospitals fromthe bad debt and
charity care for financially distressed hospitals statew de poo
pursuant to subdivision fourteen-c of this section and the adjustnment
provi ded in accordance with subdivision fourteen-a of this section and
t he adj ustnent provided in accordance with subdivision fourteen-d of
this section shall be considered disproportionate share paynents for
i npatient hospital services to general hospitals serving a
di sproportionate nunber of |ow inconme patients with special needs for
pur poses of providing assurances to the secretary of health and hunman
services as necessary to neet federal requirenents for securing federa



financial participation pursuant to title XIX of the federal social
security act.

27. Reports. (a) The conm ssioner of health shall submt a report to
the |l egislature 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
ternms of the design and conputation for a pricing system such report
shall include but not be limted to: a description and met hodol ogy for
devel opi ng peer groups, identification of costs included in the

cal cul ation of a group average and any adjustnents nade to such costs,

t he net hodol ogy devel oped to reflect outliers, any teaching or

di sproportionate share adjustnments made, the cal cul ati on of wage and
power equalization factors, and identification of any adjustnents nade
to the service intensity weights or diagnosis-related group categories.
The conmi ssioner shall explore mnethodol 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 determ ned that a severity of
i1l ness adjustnment cannot be devel oped for incorporation in the

conput ations, the report filed shall include the specific reasons for
this conclusion. Wth regard to a fiscal inpact anal ysis such report
shall include but not be limted to the inpact on major types of general
hospital s including rural, urban, teaching, non-teaching, plus a

regi onal analysis; and should indicate any characteristics which can be
observed regardi ng general hospitals which would be significantly

i npacted by the introduction of a pricing conponent. The conm ssi oner
shal | expeditiously make avail able for inspection by interested parties
pertinent data used in the devel opnent of the inpatient pricing
conponent consistent with appropriate departnment procedures for the

rel ease and protection of confidential data.

(b) The comm ssioner shall submit a report to the governor and the
| egi sl ature on or before February first, nineteen hundred ninety-five
regardi ng the objective, inpact, design and inplenentation of the case
based paynent system for inpatient hospital services based on
di agnosi s-rel ated 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 system on nmajor types of general hospitals including
rural, urban, teaching and non-teaching, plus a regional analysis. Such
reports shall evaluate the inpact of the case based paynent system on
general hospital inpatient nmedical and clinical care and the quality of
hospi tal services. The reports shall also include recommendati ons for
continuation or nodification of the case based paynent system for

i npatient hospital services provided on or after January first, nineteen
hundr ed ni nety- si x.

** (c) The comm ssioner shall report to the governor and the
| egi sl ature on or before Decenber first, nineteen hundred ei ghty-eight
with a plan relating to the structure and financing of graduate nedi cal
education. Such plan shall include an eval uation of and recomrendati ons
for graduate nedical education with respect to health services delivery
and educational goals including but not limted to the foll ow ng:
appropriate supply and distribution of primary care providers by
geographi c area; adequate supply and distribution of medical 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 underserved and rural
areas; and rei nbursenment changes to effectuate the recommendati ons
i ncluded in the plan. Such plan shall be devel oped with substanti al
partici pation by the departnent of education, the medical schools,
residency training prograns, health systens agencies, health care
i nstitutions, and physicians.

** NB I nadvertently omtted from 731/ 93 anendnent

* 28. Notwithstandi ng any inconsistent provision of this section:

(a) the comm ssioner may adjust, on a per unit of service basis,
general hospital inpatient services rates of paynent established
pursuant to this section as in effect on and before Decenber
thirty-first, nineteen hundred ninety-six prospectively as an additi onal
factor to be paid, 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



i npati ent expenses reconciliation adjustnents pursuant to subdivi sion
eight of this section, rate adjustnents for corrections, appeals and
vol une changes pursuant to subdivision nine of this section, rate
adjustnments to reflect trend factor adjustnments pursuant to subdivision
ten of this section, nmaxi num case nm x change adjustnments pursuant to
par agraph (f) of subdivision eleven of this section, and adjustnents
based on audits;

(b) the allowances 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
subdi vi si on;

(c) no recalculation of the basis for distribution of funds from
regi onal 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
subdi vi sion for a general hospital based on appeal s approved after
January first, nineteen hundred ninety-eight shall be included in rates
of paynment as a one hundred percent facility specific adjustnment and
shall not affect the cal culation of the group category average inpatient
rei mbur sabl e operati ng cost per discharge for such retrospective period
for any other general hospital.

* NB Expires Decenber 31, 2029

* 29. 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
cal cul ati on 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 primary payor.

(b) If a general hospital and a third-party payor agree to a
negoti ated paynment met hodol ogy for a period on or after January first,
ni net een hundred ni nety-seven that is not based on a discount from
hospi tal charges, excluding capitation arrangenents, the naxi num anount
to be charged for deductible and coi nsurance anmounts for such period for
any patient covered by such third-party payor as the prinmary payor shal



not exceed the anmount cal cul ated by applying the deductible and
coi nsurance anmounts to the anobunt due on the basis of such negotiated
paynent arrangenent.

* NB Expires Decenber 31, 2029

30. Ceneral hospital recruitnment and retention of health care workers.
Not wi t hst andi ng any i nconsi stent 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 paynment established pursuant to this section for non-public
general hospitals in accordance wi th subparagraph (ii) of this paragraph
for purposes of recruitnment and retention of health care workers in the
foll owi ng aggregate anounts for the foll ow ng peri ods:

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

hundred t housand dol |l ars 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 million five hundred thousand dollars for the period July
first, two thousand seven through March thirty-first, two thousand
eight, 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, tw thousand

ni ne through Novenber thirtieth, two thousand nine.

(ii) Such increases shall be allocated proportionally based on each
non- publi ¢ 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 Novenber first, two thousand one to the total of
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
ninety-nine institutional cost report as subnitted to the departnent
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
i ncreases shall be allocated proportionally, based on each such
hospital's total reported nedicaid inpatient discharges, as reported in
the two thousand four institutional cost report as submtted to the
departnment prior to Novenber first, two thousand six, to the total of
such reported nedicaid inpatient discharges for all non-public general
hospital s, as weighted proportionally to reflect the relative nedicaid
case m x of each such hospital. These anpbunts shall be included as a
rei mbur sabl e cost add-on to medi cal assistance inpatient rates of
paynment established pursuant to this section for non-public general
hospi tal s based on medi cal assistance utilization data in each
hospital's annual cost report submitted two years prior to the rate
year. Such anmpounts 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 anobunts shall be included as a
rei mbursabl e cost add-on to medi cal assistance inpatient rates of
paynment established pursuant to this section for non-public general
hospi tal s based on medi cal assistance utilization data in each
facility's annual cost report submtted two years prior to the rate
year. For rate adjustnents effective May first, two thousand five and
t hereafter such anounts shall be reconciled to reflect changes in
nmedi cal assistance utilization between the year two years prior to the
rate year and the rate year based upon data reported in each hospital's
i nstitutional 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 |aw and any ot her inconsistent
provi sion of law, the conm ssioner shall make grants to public general
hospitals without a conpetitive bid or request for proposal process for
pur poses of recruitment and retention of health care workers in the
foll owi ng aggregate anounts for the foll ow ng peri ods:

(A) eighteen mllion five hundred thousand dollars on an annualized
basis for the period April first, two thousand two through Decenber



thirty-first, two thousand two; thirty-seven mllion four hundred
t housand 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 annuali zed basi s
for the period January first, two thousand four through Decenber
thirty-first, tw 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
submitted as of Novenber first, two thousand one to the total of such
reported costs for all public general hospitals.

(c) From anounts 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 nrents pursuant to paragraphs (a) and (e) of this subdivision and
adj ust ment pursuant to subdivision thirty-two of this section results in
t he general hospital exceeding its applicable disproportionate share
paynment limt. Each such hospital's allocation of available funds
pursuant to this paragraph within a year shall be determnm ned based on
its proportionate share of the aggregate reduction of federal
di sproportionate share funding for all such hospitals for the year
resulting fromthe allocated | abor adjustnents pursuant to paragraphs
(a) and (e) of this subdivision and fromthe adjustnent pursuant to
subdivision thirty-two of this section.

(d) Ceneral hospitals which have their rates adjusted or receive
grants pursuant to paragraphs (a) and (b) of this subdivision,
respectively, shall use such funds for the purpose of recruitnment and
retention of non-supervisory workers at health care facilities or any
wor ker 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 a tine and in a manner to be



determ ned by the commi ssioner, a witten certification attesting that
such funds will be used solely for the purpose of recruitnment and
retenti on 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 determ ned to have been used for purposes other than recruitnent
and retention of non-supervisory workers at health care facilities or
any worker with 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 nedical assistance
rates of paynent established pursuant to this section for general
hospitals 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
addi ti onal support of recruitnment and retention of health care workers
in the foll owi 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 six 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 amounts shall be included as a
rei mbursabl e cost add-on to medi cal 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 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 upon
data reported in each hospital's institutional cost report for the
respective rate year

(iii) The comm ssioner shall establish, subject to the approval of the
director of the budget, discrete rates of paynent for general hospitals



for paynments under the nedical assistance program pursuant to titles

el even and el even-D of article five of the social services |aw for
persons eligible for nedical assistance and fam |y health plus who are
enrolled in health mai ntenance organi zati ons based on the cal cul ation
set forth in subparagraph (ii) of this paragraph for such general
hospitals. If discrete rates of paynent under this subparagraph are not
establ i shed, the conm ssioner shall adjust the cal cul ati on established
pursuant to subparagraph (ii) of this paragraph to account for nedical
assistance utilization described under this subparagraph for such

non- publ i ¢ general hospital.

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

(f) I'n the event that a hospital entitled to an adjustnment 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 adjustnents, the comm ssioner shall allocate the anount determ ned
under subparagraph (ii) of paragraph (a) and subparagraph (ii) of
paragraph (e) of this subdivision for such hospital to hospitals in the
i mmedi ate region of the closing hospital based upon the remaining
hospital s' reported gross salary and fringe benefit costs as reported on
exhibit eleven of the two thousand four institutional cost report
submitted as of Novenber first, two thousand five to the total of such
reported costs for all general hospitals in the region, provided,
however, that for periods on and after July first, two thousand seven,
such all ocations shall be based on such remai ning hospitals' reported
nmedi cai d i npatient discharges, as reported in the tw thousand four
institutional cost report submtted to the departnent prior to Novenber
first, two thousand six, to the total of such reported nedicaid
i npati ent discharges for all such remaining hospitals. The comm ssi oner
shall define the immediate region as the county or counties wthin which
wor kers di spl aced fromthe closing hospital are likely to seek
re- enpl oynent.



31. Suppl enental general hospital recruitnent and retention
adjustnment. (a) Notw thstanding any law, rule or regulation to the
contrary, the conmm ssioner shall, wthin amounts appropriated, and
contingent on the availability of federal financial participation, nmake
Medi caid rate adjustnents for non-public general hospitals to address
extraordi nary costs associated with recruitnent and retention of
non- supervi sory workers at health care facilities or any worker with
direct patient care responsibility at such general hospitals. Eligible
hospital s shall be selected by the conm ssioner pursuant to a
conpetitive process. Requests for proposals for eligible projects shal
be issued by the comm ssioner.

(b) Such eligible projects nay include:

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

(ii) increased training and education of non-supervisory staff,

i ncludi ng al l owi ng non-supervi sory staff to increase their |evel of
| icensure relevant to general hospital care;

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

(iv) other efforts related to the recruitnment and retention of
non- supervi sory 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
| egal commtnents for increased |abor costs, the financial need of the
facility, the existence of a shortage of qualified hospital workers in
t he geographic area in which the facility is | ocated, the existence of
hi gh enpl oyee turn-over at the facility and such other natters as the
comni ssi oner deens appropriate.

(d) I'n inplenenting rate adjustnents authorized under this
subdi vi si on, the conmm ssioner shall establish, subject to the approval
of the director of the budget, discrete rates of paynent for non-public
general hospitals for paynents under the nedical assistance program
pursuant to titles eleven 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 mai ntenance organi zati ons.

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



(f) Adjustnents to Medicaid rates of paynent made pursuant to this
section shall not, in aggregate, exceed fifteen mllion dollars for the
period beginning April first, tw thousand two and endi ng Decenber
thirty-first, two thousand two and, on an annuali zed basis, for each
annual period thereafter beginning January first, two thousand three and
endi ng Decenber thirty-first, two thousand six, and shall not, in
aggregate, exceed seven mllion five hundred thousand dollars for the
period January first, two thousand seven through June thirtieth, two
t housand seven.

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

(a) The comm ssioner shall adjust inpatient medical 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 vi si on for purposes of supporting critically needed health care
services in rural areas in the follow ng aggregate anmounts for the
foll owi 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
April first, two thousand seven through Decenber thirty-first, two
t housand seven, seven mllion dollars for cal endar year two thousand
eight, and six mllion four hundred seventeen thousand dollars for the
period January first, two thousand nine through Novenmber thirtieth, two
t housand ni ne.

(b) Such increases shall be allocated proportionately based on each
such rural hospital's total reported nedicaid inpatient discharges as
reported in the two thousand two institutional cost report to the total
of such discharges for all rural hospitals. These anobunts 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 mnedi cal assistance utilization data in each
facility's annual cost report submtted two years prior to the rate



year. Such anmpounts 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 upon data reported in each hospital's

i nstitutional cost report for the respective rate year.

(c) Paynent 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 nade as
aggregate paynents to eligible general hospitals.

33. Notwi thstandi ng any provision of law which is 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 nineteen hundred ei ghty-one base year costs
to two thousand five base year costs by no | ater than Decenber
thirty-first, two thousand twel ve, and subject to the availability of
federal financial participation, nedicaid per diemand per discharge
rates of paynment for general hospital inpatient services for discharges
and days occurring on and after Decenber first, two thousand eight,
shal|l be conmputed in accordance with the foll ow ng:

(a)(i) for the period Decenber first, two thousand ei ght through March
thirty-first, two thousand nine, such rates shall be subject to a
uniformtransition adjustnment which shall be based on each general
hospital's proportional share of projected nedicaid rei nbursabl e
i npatient 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 commi ssioner, provided, however, that such transition
adj ustment shall not apply to rates conputed pursuant to paragraph (1)
of subdivision four of this section; and

(ii) for the period April first, two thousand ni ne through March
thirty-first, two thousand ten, such rates shall be revised pursuant to
a chapter of the laws of two thousand nine and as reflecting the
findi ngs and reconmendati ons of the conmm ssioner as issued pursuant to
t he provisions of paragraph (b) of this subdivision, provided, however,
that such revisions shall reflect an aggregate reduction in such rates
of no less than one hundred fifty-four mllion five hundred thousand
dol I ars, provided 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 | ess than one hundred
fifty-four mllion five hundred thousand dollars in such rates, the
comm ssi oner shall inplenment a uniformreduction of such rates in
accordance with the methodol ogy described in subparagraph (i) of this
paragraph to the extent necessary, as determ ned by the comm ssioner, to
achi eve such an aggregate reduction in such rates for the state fiscal
year beginning April first, two thousand nine and each state fiscal year
t hereafter; and

(iii) for the periods April first, tw 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 all owabl e Medi caid 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 comm ssioner shall, by no later than July first, two
t housand ei ght, establish a technical advisory cormttee for the
pur poses of exam ning data and eval uating rate-setting nethodol ogi cal
i ssues, including the inpact on hospitals of different nethodol ogies in
preparation for the phased transition to the utilization of reported
al l owabl e two thousand five operating costs for the purpose of setting
i npatient 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 |aws of two thousand nine. The technical advisory
commttee shall consist of three representatives of hospital
associ ations, two representatives of the health care industry and three
representatives of community providers and consuners as determ ned by
the conmi ssioner. By no |ater than August first, two thousand eight, the
commi ssi oner shall nmake available to the technical advisory commttee
updat ed data and docunentation rel evant to the projected phased
transition to utilization of reported all owable two thousand five
operating costs for rate-setting purposes. The issues to be exam ned by
the technical advisory commttee shall include, but not be limted to,
hospi tal re-basing, workforce recruitnent and retention funding,
graduat e nmedi cal education fundi ng, peer group pricing, wage
equal i zation factors, case m x and such other related el enments of the



general hospital inpatient reinbursenent system as deened appropriate by
t he conm ssioner. The technical advisory conmttee shall al so exam ne

t he scope and vol unme of hospital out-patient services. By no |ater than
Novenber first, two thousand ei ght the comm ssioner shall issue a report
setting forth findings and recommendati ons, including divergent views of
menbers of the technical advisory comrttee nenbers concerning the
matters exam ned by the technical advisory commttee and the projected
phased transition to utilization of two thousand five base year reported
al l owabl e operating costs for inpatient rates of paynents on and after
April first, two thousand nine.

(c) Paragraph (a) of this subdivision shall be effective the later of:
(i) Decenber first, two thousand eight; (ii) after the comm ssioner
receives final approval of federal financial participation in paynments
made for beneficiaries eligible for nmedical assistance under title XIX
of the federal social security act for the rate nethodol ogy established
pursuant to subdivision tw-a of section twenty-ei ght hundred seven of
this article; or (iii) after the comm ssioner determ nes that the
departnment of health has the capability, for paynents nade pursuant to
subdi vi sion two-a of section twenty-eight hundred seven of this article,
to electronically receive and process clains and transnmt paynents with
remttance statenents. Prior to the comm ssioner nmaki ng such a
determ nation, the departnent shall provide training sessions on the
rate net hodol ogy and billing requirenents for services pursuant to
subdi vi sion two-a of section twenty-eight hundred seven of this article
and opportunity for hospitals to performend-to-end testing on clains
subni ssi on, processing and paynent.

34. Enhanced safety net hospital program (a) For the purposes of this
subdi vi si on, "enhanced safety net hospital"” shall nean a hospital which:

(i) in any of the previous three cal endar years, has net the foll ow ng
criteria:

(A) not less than fifty percent of the patients it treats receive
nmedi caid or are nedical ly uninsured;

(B) not less than forty percent of its inpatient discharges are
covered by nedi cai d;

(C twenty-five percent or |less of its discharged patients are
comercially insured,



(D) not less than three percent of the patients it provides services
to are attributed to the care of uninsured patients; and

(E) provides care to uninsured patients in its emergency room
hospi tal based clinics and community based clinics, including the
provi sion of inportant community services, such as dental care and
prenatal care;

(ii) is a public hospital operated by a county, rmnunicipality, public
benefit corporation or the state university of New York;

(iii) is an acute children's hospital |icensed by the departnent
primarily for the provision of pediatric and neonatal services for which
a discrete institutional cost report was filed for the past three
cal endar years, and which has nedicaid discharges in excess of fifty
percent of its total discharges;

(iv) is federally designated as a critical access hospital; or

(v) is federally designated as a sole conmunity hospital

(b) Wthin anounts appropriated, the comm ssioner shall adjust nedical
assi stance rates to enhanced safety net hospitals for the purposes of
supporting critically needed health care services and to ensure the
conti nued mai nt enance and operation of such hospitals.

(c) Paynents made pursuant to this subdivision nay be added to rates
of paynment or nade as aggregate paynents to eligible general hospitals.

35. Notwi t hstandi ng any inconsistent provision of this section, or any
ot her contrary provision of law and subject to the availability of
federal financial participation, rates of paynment by governnental
agenci es for general hospital inpatient services with regard to
di scharges occurring on and after Decenber first, two thousand ni ne
shall be in accordance with the follow ng:

(a) For periods on and after Decenber first, two thousand nine the
operating cost conponent 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, two thousand nine and as ot herw se
conputed in accordance with the provisions of this subdivision;

(b) The comm ssioner shall pronul gate regul ati ons, and may pronul gate
energency regul ati ons, establishing nethodol ogi es for the conputation of
general hospital inpatient rates and such regulations shall include, but
not be limted to, the foll ow ng:



(i) The conputation of a case-m x neutral statew de base price,
applicable to each rate period, but excluding adjustnents for graduate
medi cal education costs, high cost outlier costs, costs related to
patient transfers, and ot her non-conparable costs as determ ned by the
commi ssi oner, such statew de base prices may be periodically adjusted to
refl ect changes in provider coding patterns and case-n 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 conm ssioner nay
utilize updated Medicaid inpatient rel ated base year costs and
statistics as necessary to adjust inpatient rates in accordance with
cl ause (C) of subparagraph (x) of this paragraph;

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

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

* (iv-a) Effective April first, two thousand twenty, such rates for
public general hospitals or public health systens, other than those
operated by the state of New York or the state university of New York,
|l ocated in a city having a popul ation of one mllion or nore shal
include a rate add-on that reflects reinbursenment for costs, to the
extent permtted under 42 CFR 447.272(b) (1) and based on actual
utilization of services. Such rate add-on shall be contingent upon
federal financial participation and approval, and subject to the terns
of a bindi ng nmenorandum of under st andi ng execut ed between t he depart nment
of health and the public general hospital or public health system
receiving the rate add-on. |If paynent of such rate add-on is projected
to cause Medicai d di sbursenents for such period to exceed the projected
departnment of health Medicaid state funds in the enacted budget
financial plan pursuant to subdivision three of section twenty-three of
the state finance |law, as determ ned by the director of the budget, or
menor andum of understanding is not executed or is breached, the



commi ssioner, in consultation with the director of budget, may either
cancel or reduce paynent of such rate add-on to achieve conpliance with
t he enacted budget financial plan.

* NB Repeal ed March 31, 2029

(v) such regul ations shall incorporate quality rel ated neasures,
i ncluding, but not limted to, potentially preventabl e re-adm ssions
(PPRs) and provide for rate adjustnents or paynent disallowances rel ated
to PPRs and ot her potentially preventabl e negative outconmes (PPNOs),
whi ch shall be cal culated in accordance with mnethodol ogi es as determ ned
by the conm ssioner, provided, however, that such nethodol ogi es shall be
based on a conparison of the actual and risk adjusted expected nunber of
PPRs and other PPNGs in a given hospital and with benchnmarks established
by the conm ssioner and provided further that such rate adjustnents 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 begi nning
April first, two thousand el even through March thirty-first, two
t housand fifteen, provided further that such aggregate reductions shal
be offset by Medicaid paynent reductions occurring as a result of
decreased PPRs during the period July first, two thousand ten through
March thirty-first, two thousand el even and the period April first, two
t housand el even through March thirty-first, two thousand fifteen and as
a result of decreased PPNGCs during the period April first, two thousand
el even through March thirty-first, two thousand fifteen; and provided
further that for the period July first, two thousand ten through March
thirty-first, two thousand fifteen, such rate adjustnents or paymnent
di sal | onances shall not apply to behavioral health PPRs; or to
readm ssi ons that occur on or after fifteen days followi ng an initial
adm ssion. By no later than July first, two thousand el even the
commi ssioner shall enter into consultations with representatives of the
health care facilities subject to this section regardi ng potenti al
prospective revisions to applicabl e nmethodol ogi es and benchnmar ks set
forth in regulations issued pursuant to this subparagraph;

(vi) Such regul ations shall address adjustnents 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 of this section;

(viii) Such rates shall not include any adjustments 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
ancillary charges schedul e as provided in paragraph (j) of subdivision
one of section twenty-eight hundred three of this article shall have
their inlier paynments increased by an anount equal to the average of
cost outlier paynents for conparable hospitals or by a nethodol ogy that
uses a statewide or regional ratio of cost to charges applied to
statewi de or regional conparable charges for those cases determ ned by
t he commi ssi oner;

(x) Such regul ations shall provide for adm nistrative rate appeal s,
but only with regard to: (A) the correction of conputational errors or
om ssions of data, including with regard to the hospital specific
conput ati ons pertaining to graduate nedi cal education, wage equalization
factor adjustnents, (B) capital cost reinbursenent, and, (C) changes to
t he base year statistics and costs used to determ ne the direct and
i ndirect graduate nedical 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 osures;

(xi) Rates for teaching general hospitals shall include rei nbursenent
for direct and indirect graduate nedical education as defined and
cal cul ated pursuant to such regulations. In addition, such regul ations
shal | specify the reports and information required by the conm ssi oner
to assess the cost, quality and health system needs for nedical
educati on provided,

(xii) Such regulations may incorporate quality rel ated neasures
pertaining to the inappropriate use of certain nedical procedures,
including, but not limted to, cesarean deliveries, coronary artery
bypass grafts and percutaneous coronary interventions;

(xiii) Such regulations may i npose a fee on general hospital
sufficient to cover the costs of auditing the institutional cost reports
submtted by general hospitals, which shall be deposited in the Health
Care Reform Act (HCRA) resources account.

(c) 1. The base period reported costs and statistics used for



rate-setting for operating cost conponents, including the weights
assigned to diagnostic related groups, shall be updated no |ess
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 shall begin on or after April first, two thousand fourteen,
but no later than July first, two thousand fourteen; and further

provi ded that the updated base period subsequent to July first, two

t housand ei ghteen shall begin on or after January first, two thousand
twenty-four.

2. In the event of a declaration of a federal public health energency,
as defined in 42 USC § 247d, or a state disaster energency, as defined
in section twenty of the executive |aw, that severely inpacts general
hospitals within the state, the departnment may exclude, for purposes of
t hi s paragraph, the audited reported costs and statistics during such
decl arati on.

(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 of this section.

(e) The provisions of this subdivision shall not apply to those
general 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
i npatient reinbursenment is, for periods on and after July first, two
t housand ni ne, governed by the provisions of paragraphs (e-1) or (e-2)
of subdivision four of this section.

(f) Notwi thstandi ng section one hundred twel ve or one hundred
sixty-three of the state finance |aw or any other law, rule or
regul ation to the contrary, the comm ssioner may contract with a vendor
for consideration to devel op the specifications for the
di agnosi s-rel at ed groups net hodol ogy as provided for in regulations
promul gat ed pursuant to paragraph (b) of this subdivision if the
commi 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
t hat such specifications shall be available pursuant to article six of
the public officers law, such contract nay provide that the



specifications for such adjusted or additional diagnosis-related groups
provi ded by the vendor shall be subject to copyright protection pursuant
to federal copyright |aw

(g) Notwi t hstandi ng any i nconsistent provision of this subdivision or
any other contrary provision of |aw, the conm ssioner nay, for rate
periods on and after Decenber first, two thousand nine and subject to
the availability of federal financial participation, make additional
adjustnents to the inpatient rates of paynent of eligible general
hospitals, to facilitate inprovenents in hospital operations and
fi nances, in accordance with the foll ow ng:

(i) Ceneral hospitals eligible for distributions pursuant to this
par agraph shall be those non public hospitals with Medicaid discharges
equal to or greater than seventeen and one-half percent for two thousand
seven.

(ii) Funds distributed pursuant to this paragraph shall be all ocated
to eligible hospitals pursuant to a fornula 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.

(iii) Funding pursuant to this paragraph shall be available for the
foll owi ng periods and in the foll ow ng amounts:

(A) for the period Decenber first, two thousand ni ne 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
thirty-first, two thousand el even, up to seventy-five mllion dollars,
provi ded, however, that, notw thstandi ng subparagraph (ii) of this
paragraph, no facility shall receive an anount pursuant to this clause
that is | ess than such facility received pursuant to clause (A) of this
subpar agr aph;

(C for the period April first, two thousand el even through March
thirty-first, two thousand twelve, up to fifty mllion dollars;

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

(iv) Paynments nmade pursuant to this paragraph shall be added to rates
of paynments and not be subject to retroactive adjustnent or



reconciliation.

(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
financial 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 achi eved regardi ng such
i mprovenent, provided, however, if such report is not issued and adopted
by each such board of directors, or if such report fails to set forth
adequat e progress, as determ ned by the comm ssioner, the conm ssioner
may deem such facility ineligible for further distributions pursuant to
this paragraph and nmay redistribute such further distributions to other
eligible facilities in accordance with the provisions of this paragraph.
The conmi 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 adjustnents authorized
pursuant to subdivision thirty-three of this section shall 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 |l ess than two
hundred twenty-five mllion dollars for the period April first, two

t housand 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 subparagraph
(ii) of paragraph (a) of subdivision thirty-three of this section.

(i) (i) Notw thstandi ng any inconsistent provision of this subdivision
or any other contrary provision of |law and subject to the availability
of federal financial participation, for each state fiscal year fromJuly
first, two thousand ten through Decenber thirty-first, two thousand
twenty-four; and for the cal endar year January first, two thousand
twenty-five through Decenber thirty-first, two thousand twenty-five, the
commi ssi oner shall nmake additional inpatient hospital paynments up to the
aggregat e upper paynent limt for inpatient hospital services after al
ot her nedi cal assistance paynents, but not to exceed two hundred
thirty-five mllion five hundred thousand dollars for the period July



first, two thousand ten through March thirty-first, two thousand el even,
three hundred fourteen million dollars for each state fiscal year

begi nning 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 year until Decenber thirty-first,
two thousand twenty-four; and then from cal endar year January first, two
t housand twenty-five through Decenber thirty-first, two thousand
twenty-five, to general hospitals, other than major public general

hospi tal s, providing energency room services and including safety net
hospital s, 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 di scharges for acute and exenpt services; or a Mdicaid
share of total discharges of at least thirty percent, including both
fee-for-service and managed care di scharges for acute and exenpt
services, and also providing obstetrical services. Eligibility to
recei ve such additional paynents shall be 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. Such paynents shall be made as nedi cal assistance paynents for
fee-for-service inpatient hospital services pursuant to title el even of
article five of the social services |aw for patients eligible for

federal financial participation under title XIX of the federal social
security 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 al
eligible safety net hospitals' Medicaid discharges for inpatient
hospi tal services, including both Medicaid fee-for-service and managed
care discharges for acute and exenpt services, based on data fromthe
period two years prior to the rate year, as reported on the
institutional cost report submtted to the departnent as of Cctober
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
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 departnment as of COctober first of the prior rate
year;

(C No eligible general hospital's annual paynent anount pursuant to
t hi s paragraph shall exceed the |ower of the sum of the annual anounts
due that hospital pursuant to section twenty-eight hundred seven-k and
section twenty-eight 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
payment anounts to eligible hospitals pursuant to clauses (A) and (B) of
t hi s subparagraph in excess of the |lower of such sumor paynent ceiling
shall be reallocated to eligible hospitals that do not have excess
paynment anounts. Such reall ocations shall be proportional to each such
hospital's aggregate paynent anmount pursuant to clauses (A) and (B) of
this subparagraph to the total of all paynent anmounts for such eligible
hospi t al s;

(D) Subject to the availability of federal financial participation,

t he paynment net hodol ogy set forth in this subparagraph may be further
revised by the comm ssioner on an annual basis pursuant to regul ati ons
i ssued 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 regul ations,
such paynents shall be nade as upper paynment |imt paynents and,
further, such paynents shall be nade as aggregate nonthly paynents to
el igi ble general hospitals.

(ii) I'n the event that the conm ssioner determ nes that federal
financial participation will not be available for aggregate paynents
made in accordance with clause (E) of subparagraph (i) of this
par agr aph, paynments pursuant to this paragraph shall be included as rate
add-ons to nedi cal assistance inpatient rates of paynent established
pursuant to this subdivision based on data fromthe period two years
prior to the rate year, as reported on the institutional cost report
submtted to the departnent as of Cctober first of the prior rate year,
provi ded, however, that if such paynents are made as rate add-ons, the
commi ssi oner shall establish a procedure to reconcile paynent anounts to
refl ect changes in medical assistance utilization fromthe 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 departnent as of October first
of the year following the rate year

(iii) Notw thstanding any other law, rule or regulation to the
contrary, projections of each general hospital's disproportionate share
limtations as conputed by the conm ssioner pursuant to applicable
regul ati ons shall be adjusted to reflect any additional revenue received
or anticipated to be received by each such general hospital pursuant to
t hi s paragraph.

(j) Notwithstanding any contrary provision of law, with regard to
i npati ent and outpatient Medicaid rates of paynent for general hospital
services, the conm ssioner nmay make such adjustnents to such rates and
to the nmethodol ogy for conmputing such rates as is necessary to achieve
no aggregate, net increase or decrease in overall Medicaid expenditures
related to the inplenentation of the International Cassification of
Di seases Version 10 (1 CD-10) codi ng systemon or about Cctober first,
two thousand fourteen, as conpared to such aggregate expenditures from
the twel ve-nonth period i mediately prior to such inplenentation.



