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Hospital Inpatient Reimbursement - Effective December 1, 2009

Definitions. As used in this Section, the following definitions shall apply:

1.
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Diagnosis related groups (DRGs) shall mean the 3M Corporation All-Patient-Refined (APR)
classification system, which utilizes diagnostic related groups with assigned weights that
incorporate differing levels of severity of a patient’s condition and the associated risk of
mortality, and reflects such factors as the patient’s medical diagnosis, severity level, sex,
age, and procedures performed.

a. [For the period December 1, 2009 through December 31, 2010] Effective January 1,
2012, Version [26.1] 29 of the APR classification system will be used.

DRG case-based payment per discharge shall mean the payment to be received by a
hospital for inpatient services rendered to each patient based on the DRG to which that
patient has been assigned, as determined by multiplying the statewide base price by the
applicable service intensity weight (SIW) and facility-specific wage equalization factor
(WEF) and as further adjusted for teaching hospitals by the inclusion of reimbursement for
direct and indirect graduate medical education (GME) costs and for all hospitals, the
inclusion of non-comparable costs.

- Service intensity weights (S/Ws) are the cost weights established such that the SIW for any

given DRG indicates the relative cost of the average cost of the patient in the DRG as
compared to the average cost of all patients in all DRGs. Weights are developed using cost
data from Medicaid fee-for-service, Medicaid managed care and commercial payors as
reported to the Statewide Planning and Research Cooperative System (SPARCS).

Case mix index (CMI) shall mean the relative costliness of a hospital's case mix relative to
the case mix of all other hospitals as reflected in the weighted aggregate SIW for the
hospital.

Reimbursable operating costs shall mean reported operating costs which relate to the cost
of providing inpatient hospital services to Medicaid patients, adjusted for inflation between
the base period used to determine the statewide base price and the rate period in
accordance with trend factors determined pursuant to the applicable provisions of this
Attachment, but excluding the following costs: '

a. ALC costs;

b. Exempt unit costs;

c. Transfer costs; and

d. High-cost outlier costs.
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Service Intensity Weights (SIW) and average length-of-stay (LOS).

1. The table of SIWs and statewide average LOS for each effective period is published on the
New York State Department of Health website at:

hitp://www. health.ny.gov/faciIities/hosgital/reimbursement/agr—drg/weights/

and reflects the cost weights and LOS assigned to each All-Patient Refined (APR) diagnosis
related group (DRG) patient classification category. The SIWs assigned to each APR-DRG
indicates the relative cost variance of that APR-DRG classification from the average cost of
all inpatients in all APR-DRGs. Such SIWSs are developed using three years of Medicaid fee-
for-service cost data, Medicaid managed care data and commercial third party payor data as
reported to the Statewide Planning and Research Cooperative System (SPARCS) for the
years set forth in paragraph (2) below. Costs associated with hospitals that do not have an
ancillary charge structure or associated with hospitals and services exempt from the case
payment methodology, and costs associated with statistical outliers are excluded from the
SIW calculations.

2. For periods on and after DeCember 1, 2009 through December 31, 2010, the SIW and
statewide average LOS table shall be computed using SPARCS and reported cost data from
the 2005, 2006 and 2007 calendar years as submitted to the Department by September 30,
2009.

3. For periods on and after January 1, 2011 through December 31, 2011, the SIW and
statewide average LOS table shall be computed using SPARCS and reported cost data from
the 2006, 2007 and 2008 calendar years as submitted to the Department by June 30, 2010.

4. For periods on and after January 1, 2012 through December 31, 2012, the SIW and

statewide average LOS table shall be computed using SPARCS and reported cost data from
the 2007, 2008 and 2009 calendar years as submitted to the Department by September 30,

2011,
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