* § 2808-c. Reinbursenent of general hospital inpatient services. 1.
General hospital rates and inpatient revenue cap. |In determ ning
paynments fromall sources for general hospital inpatient services for
the rate year commenci ng on January first, nineteen hundred eighty-three
and endi ng on Decenber thirty-first, nineteen hundred eighty-three, the
al  ownances set forth in subdivision four of this section shall be
i ncluded. Effective January first, nineteen hundred ei ghty-four, the
commi ssi oner shall establish, in accordance with regul ati ons adopted by
the council and approved by the comm ssioner, the naxi nrum anount of
i npatient revenue a general hospital will be authorized to receive for
services during a designated period not to exceed twelve nonths from al
payors for the provision of inpatient services. This nmaxi nrum anount wl |
be known as the inpatient revenue cap and shall be established for each
general hospital possessing a valid operating certificate issued
pursuant to section twenty-eight hundred five of this article. The
i npatient revenue cap shall be established by projecting to antici pated
expense | evel s the rei nbursabl e historical inpatient expenses and
financial needs as defined in subdivision four of this section, of a
general hospital approved for financing through inpatient service
revenues. Expenses included in the inpatient revenue cap are those
determ ned to be all owabl e and reasonable in the provision of authorized
i npati ent services.

The inpatient revenue caps for the rate years ni neteen hundred
ei ghty-four and nineteen hundred eighty-five shall be determ ned by
conputing an inputed revenue cap for the period begi nning January first,
ni net een hundred ei ghty-three and endi ng Decenber thirty-first, nineteen
hundred ei ghty-three, which has been based on the cost anal ysis pursuant
to paragraphs (a) and (b) of subdivision two of this section and
adj usted each year to reflect the trend factors devel oped and applied in
accordance with paragraph (e) of subdivision two of this section,
capital rel ated expenses in accordance with paragraph (c) of subdivision
two of this section, redeterm nation of additional financial needs or
revenue requirenents in accordance with paragraph (d) of subdivision two
of this section, adjustnents nmade in accordance with subdivision five of
this section and adjustnents to reflect audit findings.



Hospital inpatient services to patients who are not beneficiaries or
subscri bers of corporations organi zed and operating in accordance with
article forty-three of the insurance |aw, subchapter XVIII of the
federal social security act (medicare), eligible for paynents made by
state governnental agencies, enrolled in organizations operating in
accordance with the provisions of article forty-four of this chapter, or
enrolled in a self-insured and self adm ni stered group covered under the
provi si ons of subdivision six of this section shall be at charges
established by the hospital in accordance with the provisions of
subdi vision six of this section with the exception that for the period
from January first, nineteen hundred ei ghty-three through Decenber
thirty-first, nineteen hundred eighty-three rates of paynent pursuant to
t he provisions of the workers' conpensation |law, the volunteer firenen's
benefit | aw and the conprehensi ve autonobil e insurance reparations act
shal | be established at one hundred twel ve percent of trended average
per di emreinbursable cost including all owances as specified in
subdi vi sion four of this section.

Amounts prospectively established for paynents for general hospital
i npatient services provided in rate years subsequent to nineteen hundred
ei ghty-three made on behal f of subscribers of corporations organi zed and
operating in accordance with article forty-three of the insurance |aw,
beneficiaries of subchapter XVIIl of the federal social security act
(medicare), eligibles for paynents nmade by state governnental agencies
and those enrolled in organi zati ons operating in accordance with the
provisions of article forty-four of this chapter shall be based on that
portion of the prospectively established inpatient revenue cap that is
related to the utilization of inpatient services by the above prograns,
provi ded, however, that that share of the cost of bad debt and charity
care to be paid under subchapter XVIII of the federal social security
act shall be based upon the ratio of subchapter XVIII inpatient charges
to total inpatient and outpatient charges, except for hospitals using an
all inclusive rate, in which case the subchapter XVIII1 share shall be
based upon the ratio of subchapter XVIII inpatient cost to total
i npatient and outpatient hospital costs. After reducing the dollar
anount liability of all payors by subtracting the dollar anount
liability of the subchapter XViIl payor, all other payors shall pay the



remaining liability in proportion to the ratio of their hospital

i npatient charges to total hospital inpatient charges |ess the
subchapter XVIII inpatient charges. These proportions shall be conputed
on the basis of costs for hospitals using an all inclusive rate.

Any adjustnents in the overall revenue cap in accordance with
subdi vision five of this section shall be reflected in an appropriate
adjustnment to this portion of the revenue cap and paynent | evels by
t hese prograns. The year end adjustnent as provided for in paragraph (d)
of subdivision five of this section which is based on data contained in
the financial and statistical report filed for the effective year of the
revenue cap may be further adjusted within the revenue cap when act ual
data indicates a change in payor utilization and cost apportionnent
bet ween and anong the above specified prograns and all other payors.
After such adjustnents the portion of the revenue cap initially
established, or as adjusted, that is related to the actual utilization
of covered inpatient services of the above prograns shall constitute
guar anteed revenue to the general hospital. Nothing in this section
shall prohibit the negotiation by health maintenance organi zati ons
operating in accordance with the provisions of article forty-three of
the insurance law or article forty-four of this chapter, of agreenents
wi th general hospitals for rates of paynent other than those provided
herein. Such contracts shall require approval by the conm ssioner and
nmust include provision for special benefit packages or arrangenents for
provi di ng i npatient services to encourage patient nmanagenent behavi or
that will mnimze the Iength of patient stay, such as special adn ssion
arrangenents, bed | easing or other inpatient capitation arrangenents.

2. The inpatient revenue cap established shall include:

(a) allowable historical inpatient operational expenses which are
conparabl e in nature and can reasonably be expected to be conparable in
anount to other general hospitals with simlar cost influencing
characteristics (adjusted for conparison purposes for differences in
wage and fringe benefit |evels) and which are equal to or |less than
reasonabl e rei nbursabl e operational cost ceilings devel oped fromthe
average all owabl e cost per unadjusted (except for newborn days)
appropriate unit of service of all hospitals in the conparison group.



The conparison group shall consist of general hospitals sharing simlar
cost influencing characteristics and classified in accordance with
vari abl es defined in regul ation;

(b) allowable historical inpatient operational expenses, other than
capital related expenses as defined in subdivision three of this
section, and other than costs included in paragraph (a) hereof, which
may be subject to reasonabl e rei mbursabl e cost standards adopted by the
council and approved by the conm ssioner;

(c) capital related expenses determ ned in accordance w th subdivi sion
three of this section;

(d) additional financial needs or revenue requirenents in accordance
wi th subdivision four of this section;

(e) projection of reinbursable expenses identified through the
application of paragraphs (a) and (b) of this subdivision by a trend
factor established by the panel of econom sts as set forth in
subdi vi sion eight of this section; and

(f) an anmount to reflect anticipated additional revenues resulting
fromthe inplenmentation of the gross charge determ nation fornula
provi ded by the comm ssioner in accordance with subdivision six of this
secti on.

The establishnment of separate rates of paynent for patients who
require different |levels or types of care shall require a reallocation
of costs to insure that the total hospital inpatient revenue cap (or in
the case of the period January one, nineteen hundred eighty-three to
Decenber thirty-one, nineteen hundred ei ghty-three the inputed revenue
cap), which shall include the revenue for different |evels or types of
care, established under this subdivision remains unchanged except that
adj ust nents nay be nade based on the cost analysis pursuant to
par agraphs (a) and (b) of this subdivision.

Ef fective January first, nineteen hundred ei ghty-three through
Decenber thirty-first, nineteen hundred ei ghty-five, the cost
limtations, utilization standards and limts on disallowances shall be
conputed i n accordance with the nethodol ogy approved by the federal
governnment to permt the determ nation of all paynments for inpatient
services provided by general hospitals to be nade in accordance with the



anendnents made to sections twenty-ei ght hundred seven and twenty-eight
hundred seven-a of this chapter by sections three and four of a chapter
of the | aws of nineteen hundred ei ghty-two. Specialty hospital s shal
not be included in any conputations relating to disall owances,
limtations or ceilings pursuant to this paragraph but shall receive
rei mbursenent in accordance with rules and regul ati ons adopted by the
state hospital review and pl anni ng council and approved by the

comri ssioner. In order to provide for a transition period for the
application of reinbursable cost limtations to paynents authorized
under subchapter XVIII1 of the federal social security act, a reasonable
phase-in over a three year period is to be inplenented.

3. Capital related inpatient expenses. Effective for the year
begi nni ng January first, nineteen hundred ei ghty-four and thereafter,
capital related inpatient expenses including but not limted to
depreciation, rentals and interest on capital debt (or for hospitals
fi nanced pursuant to article twenty-eight-B of this chapter, such
expenses, including anortization in |ieu of depreciation, as determ ned
pursuant to the rei mbursenent regul ations pronul gated pursuant to that
article and article twenty-eight of this chapter, in the case of
paynments on behal f of other than beneficiaries under subchapter XVIIIl of
the federal social security act), shall be included in the revenue cap
on a budget basis, and subsequently reconciled to actual expenses
t hrough appropriate audit procedures. General hospitals shall submt to
t he conm ssioner, at |east one hundred twenty days prior to the
commencenent of each revenue cap year, a schedule of capital rel ated
i npati ent expenses for the forthcom ng year. Any capital rel ated
i npati ent expense generated by a capital expenditure which requires or
required approval pursuant to this article, nust have received such
approval for the capital related expense to be included in the revenue
cap. The subnmitted budget may include the capital related inpatient
expenses of all existing capital assets as well as estimtes of capital
rel ated i npatient expenses for capital assets to be acquired or placed
in use prior to the conmencenent of the revenue cap year. Any capital
rel at ed expense generated by a capital asset acquired or placed in use
during a revenue cap year, provided all required approvals pursuant to
this article have been obtained, shall be carried forward to the



subsequent revenue cap year. In instances where such approval s have
been obt ai ned, the budget may include estinates for capital related

i npati ent expenses. The basis for determning capital related inpatient
expenses shall be the | esser of actual cost or the final anount
specifically approved for the construction of the capital asset. The
council shall adopt, with the approval of the comm ssioner, regul ations
to:

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

(b) 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;

(c) provide authorization to adjust the inpatient revenue cap by
advanci ng paynent of depreciation as needed, in instances of capital
debt related financial distress of a voluntary, non-profit general
hospital ; and

(d) provide a nethodol ogy for the rei mbursenent treatnent of sales.

4. Allowances. Inpatient revenue caps established, or rates for
general hospital inpatient services, shall include for the three years
comenci ng on January first, nineteen hundred eighty-three, the
al l owances specified below in paragraphs (a), (b), (c), (d) and (e) of
t hi s subdivision. For the period fromJanuary first, nineteen hundred
ei ghty-three through Decenber thirty-first, nineteen hundred
eighty-three the all owances shall be conputed on the basis of the
general hospital's reinbursable inpatient costs after application of the
trend factor. Any additional allowances for the periods January first,
ni net een hundred ei ghty-four through Decenber thirty-first, nineteen
hundred ei ghty-four and from January first, nineteen hundred eighty-five
t hrough Decenber thirty-first, nineteen hundred eighty-five shall be
included in the certified inpatient revenue caps after application of
the trend factor and such adjustnents as nay be appropriate pursuant to
subdi vision two of this section. For the purposes of this subdivision
and subdi vision nine of this section, nmgjor public general hospitals are
defined as all state operated general hospitals, all general hospitals
operated by the New York city health and hospitals corporation as
establ i shed 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.

(a) For the period fromJanuary first, nineteen hundred ei ghty-three
t hrough Decenber thirty-first, nineteen hundred ei ghty-five an all owance
of one percent of the general hospital's reinbursable inpatient costs to
provi de funds to be used at the discretion of hospital governing boards.

(b) For public general hospitals an additional allowance of up to one
percent for the second year and up to a further additional one percent
in the third year of the three year period comenci ng January first,
ni net een hundred ei ghty-three subject to the provisions of paragraph (d)
of this subdivision.

(c) For voluntary non-profit and private proprietary general hospitals
an additional allowance of up to one percent for the second year of the
three year period commenci ng January first, nineteen hundred
ei ghty-three and continued for the third year of the three year period
subj ect to the provisions of paragraph (d) of this subdivision.

(d) The additional allowances in paragraphs (b) and (c) of this
subdi vi sion shall be available to general hospitals receiving approval
fromthe comm ssioner as to the acceptable use of the all owance which
uses shall include but be not limted to retirenent of short term
non-capital debt, neeting costs related to bad debts and charity care
not nmet by the regional pool distributions as specified in subdivision
nine of this section, offsetting reductions in anticipated revenue
resulting fromcharge |imts substantially bel ow those applicable to the
particul ar hospital imediately prior to the enactnent of subdivision
six of this section and needed i nprovenent of current ratio. Allowances
aut hori zed i n paragraphs (b) and (c) of this subdivision are not to be
considered as a substitute for operational funds that are otherw se
rei mbur sabl e or subject to appeal

(e) A percentage to reflect the needs for the financing of |osses
resulting frombad debts and the costs of charity care of genera
hospitals within article forty-three insurance |aw regi ons, or such
ot her regi ons as adopted pursuant to subdivision nine of this section,
and within a statew de determ nation of financial resources to be
commtted for this purpose. Regional needs shall be equal to the total
of inpatient |osses frombad debts reduced to cost and the inpatient
costs of charity care increased by any deficit of general hospitals from



provi di ng anbul atory services, excluding any portion of such deficit
resulting from governnental paynents bel ow average visit costs and
revenues and expenses related to the provision of referred anbul atory
services. The regional anmount to be included in rates approved for the
year commenci ng January first, nineteen hundred eighty-three and in the
i npati ent revenue caps established in subsequent years for each general
hospital in the region will be equal to the result of the application of
t he percentage of statew de need for voluntary non-profit, private
proprietary and public general hospitals, other than najor public
general hospitals that can be net from avail abl e resources conputed

Wi t hout consideration of inpatient uncollectible amounts to the regional
need for voluntary non-profit, private proprietary and public general
hospital s, other than nmjor public general hospitals expressed in
dollars plus the dollar anount resulting fromthe application of the
ratio of nmajor public general hospitals inpatient reinbursable costs
within the region to total statew de general inpatient reinbursable cost
(as conputed on the basis of nineteen hundred ei ghty-one financial and
statistical reports) to the statew de resources comritted for this

pur pose comput ed w thout consideration of inpatient uncollectible
anounts and the ratio of these total dollars to the total regional

rei mbursabl e i npatient cost after application of the trend factor. For
the three year period comrenci ng on January first, nineteen hundred

ei ghty-three and endi ng on Decenber thirty-first, nineteen hundred
eighty-five, the percentage all owances for this purpose shall not be

| ess than an average three percent of the total statew de general

hospi tal reinbursable inpatient cost after application of the trend
factor. The allocation of resources nmade avail abl e under this paragraph,
as specified in subdivision nine of this section, my be changed only as
foll ows: An annual review shall be conducted pursuant to rules and
regul ati ons adopted by the council and approved by the conm ssioner with
respect to bad debt and charity care need within each article
forty-three insurance |aw region or such other regions as are adopted
pursuant to subdivision nine of this section. If within such a region
there is a definitive finding as a result of such review that there has
been a change in the proportional anobunts of bad debts and charity care
provi ded by (i) major public general hospitals and (ii) voluntary
non-profit, private proprietary and public general hospitals, other than



maj or public general hospitals, the allocation of resources nade
avai |l abl e under this paragraph shall be adjusted pursuant to the rules
and regul ati ons adopted pursuant to this paragraph so as to reflect this
change.

(f) An additional allowance of one-fourth of one percent shall be
included in each rate or revenue cap established for each voluntary
non-profit and private proprietary general hospital to be returned to a
regi onal pool and distributed in accordance with paragraph (c) of
subdi vi sion nine of this section.

(g) An additional allowance of one-third of one percent shall be
i ncluded in each rate or revenue cap established for voluntary
non-profit and private proprietary general hospitals to be returned to a
regi onal pool and distributed in accordance with paragraph (d) of
subdi vi sion nine of this section.

5. Adjustnents. (a) The comm ssioner shall, on his own initiative, or
on the basis of a request froma general hospital, adjust an established
i npatient revenue cap 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 basis of the inpatient revenue cap established; and

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

(b) Ceneral hospitals may request and the conmm ssioner shall consider
an adjustment to an established revenue cap to reflect increased
expenses or reconsideration of disallowed expenses based on:

(i) justification of all or a portion of expenses not included in the
i npatient revenue cap resulting fromthe cost anal ysis process contai ned
i n subparagraph (i) of paragraph (a) of this subdivision;

(ii) additional operational expenses related to construction or
servi ce changes. These changes if applicable nust be approved under
section twenty-eight hundred two of this article;

(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 or federal requirenents;

(iv) additional expenses to permt a nore efficient and econom cal
nmet hod of delivering a service; and

(v) increased costs for conpensation of enployees.



(c) I'n determ ning the reasonabl eness or justification of an
adj ustnment to an established inpatient revenue cap based on a request
rel ated to subparagraph (v) of paragraph (b) of this subdivision the
commi ssi oner shall consider:

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

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

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

(d) The comm ssioner shall adjust a prospectively established
i npati ent revenue cap on the basis of subsequent data that denonstrates
a significant cost influencing change in patient m x or volune of
service. Such adjustnent will be nade in conformty with regul ations
adopted by the council as approved by the commi ssioner.

(e) 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.

(f) 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 revenue cap 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.

(g) The comm ssioner shall consider an adjustnent to a hospital's
reported base year costs in instances where it is denonstrated that
recurring costs resulting fromnulti-year conmtnents beginning late in
a base year should be cal culated on an annual basis in establishing a
revenue cap in order to avoid a significant inequity. In making such an
adj ust mrent the comnm ssioner shall consider the offset of non-recurring
base year costs.

6. Hospital charge schedul es. Effective for the year begi nning January
first, nineteen hundred ei ghty-four and thereafter, each general



hospital shall establish a charge schedul e for avail able and authori zed
services in accordance with a gross charge determ nation fornula
provi ded by the conm ssioner which shall:

(a) Establish gross charges sufficient to generate the inpatient
revenue authorized by the revenue cap; and

(b) Establish gross charges such that (i) the paynent rate to be nade
on behal f of subscribers of corporations organized and operating in
accordance with article forty-three of the insurance | aw, adjusted for
uncovered services, shall be at a specified discount fromthe gross
charge rate billed to or on behalf of charge paying patients; (ii)
permt the continuation of negotiated paynent rate determ nation systens
bet ween sel f-insured and sel f-adm ni stered groups and hospitals which
were in effect on May first, nineteen hundred eighty-two; and (iii) for
general hospitals subject to the provisions of paragraph (a) or (b) of
subdi vi sion twelve of this section, the costs (including all allowances
specified in subdivision four of this section) of services provided to
charge paying patients shall be at a specified discount fromthe gross
charge rate billed to or on behalf of charge paying patients.

During the period January first, nineteen hundred ei ghty-four through
Decenber thirty-first, nineteen hundred eighty-five, the discount
referred to in subparagraphs (i) and (iii) of paragraph (b) of this
subdi vi sion shall not exceed twel ve percent for those hospitals which
had a di scount of |ess than twel ve percent during the previous year,
shall be no greater than the discount in effect during the previous year
for those hospitals whose previous year's discount was between twel ve
and fifteen percent and shall not exceed fifteen percent for all others.
Sel f-insured and sel f-adm ni stered negoti ated systens as described in
subpar agraph (ii) of paragraph (b) of this subdivision may remain in
effect for the period commenci ng January first, nineteen hundred
ei ghty-three and endi ng on Decenber thirty-first, nineteen hundred
ei ghty-five and shall be incorporated in the fornula nethodol ogy
provi ded by the conmm ssioner.

The conmi ssioner shall effectuate direct repaynent or adjustment of a
subsequent inpatient revenue cap to reflect actual inpatient revenues
received for inpatient services provided by a general hospital that



exceed the inpatient revenue cap initially established or adjusted in
accordance with provisions of this section. Revenue received in excess
of the revenue cap established as the result of the provisions of
subchapter XVIII of the federal social security act (medicare) phase-in
policies or fromcharges authorized under subdivision seven of this
section shall not be included in the adjustnent.

7. Working capital. General hospitals nmay 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.
Revenues received fromsuch financing or working capital charges shal
not be included in a revenue cap established or considered as a cost
of fset. Financing or working capital charges shall not be applied to
hospital billings to third party payors participating in a periodic
i nterimpaynent system

8. Trend factor. (a) The conm ssioner in accordance with the nethod-
ol ogy devel oped by the consultants pursuant to paragraph (b) of this
subdi vi sion shall establish trend factors to project for the effects of
inflation. The factors shall be applied to the appropriate portion of
charge |l evels and rei nbursenent rates in effect until Decenber
thirty-first, nineteen hundred eighty-three and the appropriate portion
of the inpatient revenue cap in subsequent years. The net hodol ogy for
devel oping the trend factor shall include the appropriate external price
i ndicators and shall also include the data from maj or collective
bar gai ni ng agreenents as reported quarterly by the federal departnent of
| abor, bureau of |abor statistics, for non-supervisory enpl oyees.

(b) The net hodol ogy shall be devel oped by four independent consultants
Wi th expertise in health econonm cs appointed by the commi ssioner. Not
| at er than Septenber first of each year, the consultants shall provide
to the comm ssioner and the council, the nethodol ogy to be used to
determne the trend factors for the subsequent twelve nonth period
comenci ng January first. The conm ssioner shall nonitor the actual
price nmovenment during this twelve nonth period of the external price
i ndi cators used in the nethodol ogy, shall report the results of the
nonitoring to the consultants, and shall inplenent, sem -annually, the



reconmendati ons of the consultants for adjustnents to the trend factor
provi ded, however, that adjustnents, except for the final adjustnent in
the trend factor shall not be required unless such adjustnent woul d
result in the weighted average of the operating cost conponent of the
rates or charge limts differing by nore than one-half of one percent
fromthat which was previously determn ned.

9. Bad debt, charity care and transition pool. Regional pools
consi sting of funds made avail able within each region through the
al l owances specified in paragraphs (e), (f) and (g) of subdivision four
of this section shall be created. The regions are established as the
article forty-three insurance | aw plan regions, with the exception that
t he southern sixteen counties will be divided into three regions for the
pur poses of this subdivision and subdivision four of this section with
separate regions consisting of R chnond, Manhattan, Bronx, Queens and
Ki ngs counties; Nassau and Suffol k counties; and Del aware, Col unbi a,

U ster, Sullivan, Orange, Dutchess, Putnam Rockland and Westchester
counties. The council with the approval of the conm ssioner nay conbi ne
regions, with the exception of the above specified regions for the

sout hern si xteen counties, upon application of the article forty-three
i nsurance | aw plans involved and a denonstration that significant

i nequities would not occur. The comm ssioner is authorized to contract
with the article forty-three insurance |aw plans to receive funds for
the pools and distribute such funds. In the event contracts with the
article forty-three insurance |aw plans are effectuated, the
commi ssi oner shall conduct annual audits of the receipt and distribution
of pool ed funds and i ssue an annual report on the receipt and

di stribution of the pooled funds. In order for general hospitals to
participate in the distribution of funds fromthe pool the general

hospi tal nust inplenment collection policies and procedures approved by
t he conm ssioner. Funds avail able in each regional pool shall be
distributed or retained in the foll ow ng sequence:

(a) Each eligible najor public general hospital as defined in
subdi vi sion four of this section shall receive fromits regi onal pool
created by the allowance in paragraph (e) of subdivision four of this
section a portion of its bad debt and charity care need equal to the
result of the application of its percentage of statew de inpatient



rei mbur sabl e costs devel oped on the basis of nineteen hundred ei ghty-one
financial and statistical reports to the total of all regional pools.

(b) Funds remaining in the regional pool created by the allowance in
par agraph (e) of subdivision four of this section, after distribution in
accordance with paragraph (a) of this subdivision, shall be distributed
proportionately to voluntary non-profit, private proprietary and public
general hospitals, other than major public general hospitals on the
basis of need within the region as determ ned in accordance with
par agraph (e) of subdivision four, with the exception that any funds in
a regional pool that were allocated to major public general hospitals
and not distributed shall be distributed to each major third party payor
on the basis of its percentage of najor third party payor liability for
bad debt and charity care as described in subdivision one of this
section, in the specific nmajor public general hospital to which
di stribution was not nade.

(c) Funds in regional pools created by the all owance in paragraph (f)
of subdivision four of this section shall not be available for inmrediate
distribution fromthe regional pool but shall be retained in the pool
for distribution by the conmm ssioner in accordance with rul es adopted by
the state hospital review and planning council to assist in offsetting
| osses from bad debts and the costs of charity care of voluntary
non-profit and private proprietary general hospitals experiencing severe
fiscal hardship because of insufficient resources to finance such | osses
or costs.

(d) Funds in regional pools created by the allowance in paragraph (Qg)
of subdivision four of this section shall be distributed by including
one-fourth of such funds with the funds to be distributed in accordance
wi th paragraph (c) of this subdivision and three-quarters of such funds
to be distributed to voluntary non-profit and private proprietary
general hospitals within the region that are severely negatively
i npacted by the inclusion of title XVIIl (nedicare) patients, or changes
in the determ nation of payor liability, resulting fromthe
i npl enmentation of the reinbursenent provisions in this section. Rules
for such distribution will be those adopted by the state hospital review
and pl anni ng council and approved by the conm ssioner.

(e) Any balance in the portion of regional pools created by the
al l owance in paragraph (e) of subdivision four of this section, after



distribution in accordance with paragraph (b) of this subdivision,

i ncluding income frominvested funds, shall be distributed to voluntary
non-profit, private proprietary and public general hospitals other than
maj or public general hospitals within the region on a basis related to
specific hospital need as defined for regional purposes in paragraph (e)
of subdivision four of this section. Any balance in the portion of

regi onal pools created by the allowance in paragraph (f) of subdivision
four of this section and the distribution specified in paragraph (d) of
this subdivision after distribution in accordance wi th paragraph (c) of
t hi s subdivision, including incone frominvested funds, shall be
distributed to voluntary non-profit and private proprietary general
hospitals within the region on a basis related to specific hospital need
as defined for regional purposes in paragraph (e) of subdivision four of
this section. Any balance in the portion of regional pools created by
the all owance in paragraph (g) of subdivision four of this section after
distribution in accordance with this paragraph and paragraph (d) of this
subdi vi si on, including incone frominvested funds, shall be returned to
voluntary non-profit and private proprietary general hospitals on the
basis of the reinbursable costs of those hospitals within the region.

10. Unit of service. The unit of general hospital inpatient service on
whi ch paynent shall be based should be uniformfor all payors and shal
best identify the cost of services provided.

11. The commi ssioner shall provide to fiscal intermediaries for
subchapter XVIII of the federal social security act (medicare) and
article forty-three of the insurance |aw plans, the information required
to effectuate the provisions of this section, exclusive of adjustnents
for uncovered services.

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 npati ent 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 superintendent of financial services or approved
or certified by the comm ssioner, whichever is applicable and required
by this section, for paynents by such article forty-three insurance |aw
corporations or article forty-four organi zati ons. No general hospital
may 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
forty-three 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 |aw, 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 schedul e of charges
established by such hospital for patient services in effect on May
first, nineteen hundred seventy-eight, adjusted for the rate year
ni net een hundred ei ghty-three in accordance with the provisions of
subdivision thirteen of this section, and adjusted for the rate years
thereafter in accordance with the provisions of subdivision six of this
secti on.

(b) Any general hospital which has notified in witing an article
forty-three corporation or a conprehensive health services plan prior to
June first, nineteen hundred seventy-eight of its intention to term nate
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, anmounts in excess of the schedul e of charges established
by such hospital for patient services in effect on May first, nineteen
hundred seventy-eight, adjusted for the rate year nineteen hundred
eighty-three in accordance with the provisions of subdivision thirteen
of this section, and adjusted for the rate years thereafter in
accordance with the provisions of subdivision six of this section.



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

13. Charge control. For the period January first, nineteen hundred
ei ghty-three, and until January first, nineteen hundred eighty-four:

(a) No general hospital shall establish charges for inpatient services
i n excess of those permitted by law imediately prior to the effective
date of this section adjusted by the applicable trend factor.

(b) The comm ssioner shall establish an appeals board within the
departnment to consider and recommend action in witing on an appeal by a
general hospital of the inpatient charge limts established pursuant to
t hi s subdivision. The board and the comm ssioner may only consider, and
appeals shall be limted to, changes in the base charge or the all owable
limts because of the (i) establishnent of an approved new hospit al
service, (ii) substantial changes in the volune of services provided, or
(iii) substantial and adverse changes in the rel ationship between total
accrued inpatient revenues and total inpatient costs due to such factors
as significant increases in cost fromlabor settlenents or increases in
bad debts. Expenditures resulting fromsuch changes nmust be essential to
assure the continuance of quality nedical care. In the event a
determ nati on on such appeal is not nade by the comm ssioner within
ni nety days of receipt of a conplete request as determ ned by the
commi ssioner, the hospital nmay increase its inpatient charges in
conformance with such request. If the conm ssioner shall determ ne
thereafter that all or a portion of such increase is not warranted
her eunder, the hospital on notice of such determ nation shall pronptly
reduce its inpatient charges in conformance therewith. In no event shal
the hospital bear any liability to any payor for such interimincrease.

(c) I'n any proceedi ng under this subdivision the recognized collective
bar gai ni ng agent shall be entitled to submt any relevant data. Al data
submi tted hereunder shall be agency records under the freedom of
information law. All proceedi ngs and appeal s hereunder shall be neetings
of public bodies under the open neetings |aw.

(d) No provision of this subdivision or subdivision twelve of this
section shall be construed to prohibit a general hospital from
continuing the anount of inpatient charges in effect on May first,



ni net een hundred seventy-eight.

14. Restitution authorization. In enforcing the provisions of
subdi vi sions twelve and thirteen of this section, the conm ssioner nay,
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 does not consent to any order of the
commi ssi oner hereunder. The conm ssioner may direct that such a hearing
be held w thout any request by a hospital.

* NB Expired January 1, 1986



