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v, The APG base rates shall be updated at least annually. Updates for periods prior to January 1,
2010, will be based on claims data from the December 1, 2008 through April 30, 2009 period.
The January 1, 2010, update will be based on claims data for the period December 1, 2008,
through September 30, 2009. Subsequent updates will be based on Medicaid claims data from
the most recent twelve-month period, and will be based on complete and accurate billing data.
APG base rates shall be rebased each time the APG relative weights are reweighted.

a. Ifitis determined by the Department that an APG base rate is materially incorrect, the
Department shall correct that base rate prospectively so as to align aggregate
reimbursement with total available funding.

V. APG base rates shall initially be calculated using the total operating reimbursement for services
and associated ancillaries and the associated number of visits for services moving to APG
reimbursement for the period January 1, 2007 to December 31, 2007. APG payments shall also
reflect an investment of $178 million on an annualized basis_for periods prior to December 1,
2009, and $270 million on an annualized basis for periods thereafter. A link to the allocation of

all APG investments across peer groups for all periods is available in the APG Reimbursement
Methodology — Hospital Outpatient section. The case mix index shall initially be calculated using
2005 claims data.

a. The calculation of total operating reimbursement for services and associated ancillaries
and the number of visits shall be calculated based on historical claims data. The calculation
for periods prior to January 1, 2010 will be based on Medicaid claims data from the
December 1, 2008 through April 30, 2009 period. The January 1, 2010, calculation shall
be based on Medicaid claims data from the December 1, 2008, through September 30,
2009, period. Subsequent calculations will be based on Medicaid claims data from the
most recent twelve-month period and will be based on complete and accurate data.

b. The estimated case mix index shall be calculated using the appropriate version of the 3M
APG software based on claims data. The calculation for periods prior to January 1, 2009,
will be based on claims data from the December 1, 2008 through April 30, 2009 period.
The January 1, 2010, calculation shall be based on Medicaid data for the period December
1, 2008, through September 30, 2009. Subsequent calculations will be based on Medicaid
claims data from the most recent twelve-month period and will be based on complete and
accurate line level procedure and charge data and ratio of cost to charge data.
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APG Rate Computation — Hospital Outpatient

The following is a description of the methodology to be utilized in calculating rates of payment for hospital
outpatient department, ambulatory su and emerge ment services under the Ambulatory Patient
- Group classification and reimbursement system.

L. Claims containing ICD-9-CM diagnostic and CPT-4 procedure codes are submitted to the Department on
appropriate forms or in the accepted electronic format.

II. Claims are reviewed electronically to assign each valid procedure code to the appropriate APG using the
APG software logic. Invalid codes will be assigned to an error APG and not given further consideration in
the payment process.

III. Each valid APG on the claim is assigned a relative weight. At this time the software logic also determines
an allowed weight based upon whether each APG on the claim is to be paid in full, packaged, consolidated,
or discounted.

IV. The allowed weights for each valid APG on the claim are then summed to arrive at the final weight for this
claim. This final weight is multiplied by an operating base rate that is specific to the peer group to which
the claim has been assigned resulting in the APG operating cost reimbursement amount for this claim. For
hospital outpatient and emergency services, capital will continue to be paid as an add-on using the
existing, previously approved methodology. The capital cost component for ambulatory surgery services
shall be the result of dividing the total amount of capital cost reimbursement paid to such facilities
pursuant to the current Products of Ambulatory Surgery (PAS) system for the 2005 calendar year for the
Upstate Region and for the Downstate Region and then dividing each such regional total amount by the
total number of claims paid through the PAS system within each such region for the 2005 calendar year.

V. A separate base rate calculation shall be calculated for each peer group established by the Department.
All Medicaid reimbursement paid to facilities for services moving to the APG reimbursement system (e.g.,
outpatient department, ambulatory surgery, and emergency department services) during the 2007
calendar year and associated ancillary payments will be added to an investment of $178 million on an
annualized basis for periods through November 30, 2009, and $270 million on an annualized basis for
periods thereafter to form the numerator. A link to the base rates can be found in the APG
Reimbursement Methodology — Hospital Qutpatient section.
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The peer group-specific case mix index multiplied by the coding improvement factor and the 2007 base
year visits will form the denominator resulting in a base rate for that peer group.
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