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Notices of Proposed Rulemaking -~ =~

NOTICES OF PROPOSED RULEMAKING

Unless exempted by A.R.S. § 41-1005, each agency shall begin the rulemaking process by 1st submitting to the Secretary of
State’s Office a Notice of Rulemaking Docket Opening followed by a Notice of Proposed Rulemaking that contains the preamble
and the full text of the rules. The Secretary of State’s Office publishes each Notice in the next available issue of the Register
according to the schedule of deadlines for Register publication.

Under the Administrative Procedure Act (A.-R.S. § 41-1001 et seq.), an agency must allow at least 30 days to elapse after the pub-
lication of the Notice of Proposed Rulemaking in the Register before beginning any proceedings for adoption, amendment, or
repeal of any rule. A.R.S. §§ 41-1013 and 41-1022,

NOTICE OF PROPOSED RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)

ADMINISTRATION
PREAMEBLE
1. Sections Affected Bulemaking Action
R9-22.342 Amend
R8-22-701 Amend
R9-22-702 Amend
R9-22-703 Amend
R9-22.705 Amend
RS-22-706 Amend
RG-22-707 Amend
R9-22.709 Amend
R9-22-710 Amend
RO-22-711 Amend
RS-22-715 Amend
R9.22-717 Amend
2.
i ific):
Authorizing statute: A.R.S. § 36-2903.01(H)
Implementing statutes: A.R.S. §§ 36-2903(N); 36-2903.01(F), (3), (K), (L), (N}, and (O); 36-2904(A), (B), (C), (D), (G), (H), (1),
(1), (X), and (M); 36-2908; 36-2909; and 41-1005(A)(9).
3. pame and add of asency personnel with whom p
Name: Cheri Tomlinson
Address: AHCCCS
801 East Jefferson, MD4200
Phoenix, Arizona 85034
Telephone: 602-417-4198
Fax: 602-256-6756
4 . . . s

The changes proposed for R9-22-342 simplify the process for determining the effective date for capitation payments made for
newborns born to enrolled members. Beginning October 1, 1997, the effective date for capitation payments for newborns will be
the date the Administration receives notification from the contractor,

The proposed rules to Articte 7 resulted from a S-year review report which identified non-substantive revisions which would make
the tanguage more clear, concise, and understandable. In addition, these proposed rules refiect an administrative policy change
that requires the contractoss, effective October 1, 1997, to be responsible for medically necessary services provided to members
back to the date of eligibility.
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- The economic mzpact of R9 22-342 is zero to rmmma! for persons ézrectiy affected The proposed changes simplify the process

by which the effective date for capitation payments made on behalf of newborns born 1o enrolled members is determined, and con-
tinue to provide contractors the opportunity to receive capitation payments effective from the date of birth. This simplification will
be beneficial to the Administration,

The impact of the proposed changes to the 11 sections in Article 7 R9-22-701 through R9-22-703, R9-22-705 through R9-22-707,
R9-22-709 through R9-22-711, R9-22-715, and R9-22-717 wili result in:

Deleting the reference to deferred liability. As of Cctober 1, 1994, deferred liability coverage is included in con-
tractor capitation rates.

Deletion of language regarding hospital payment methodology for dates of service prior to March 1, 1993,
Addition of copayment requirements for non-emergency use of emergency transportation, pursuant to SB 1283.

Exclusion of many hospital payment requirements for hospitals and contractors participating in the managed care
pilot program.

Addition of language regarding retroactive period coverage responsibilities for contractors. Effective October 1,
1997, contractors will be responsible for medically necessary services provided to members back to the date of
eligibility. Coverage for these services will be included in contractor capitation rates.

Modification of language to enhance clarity and conciseness of the rule language.

The impact of the proposed changes are minimal. The revisions proposed in this package do not change the payment rates or pay-
ment methodology for services provided to AHCCCS eligible persons and members. This proposed revision will potentially ben-
efit all persons directly affected by the rule {(e.g., Arizona Health Care Cost Containment System (AHCCCS), Department of

Economic Security (DES), providers, contractors, and taxpayers) by enhancing the clarity and conciseness of the rule language.

Cheri Tomiinson

AHCCCS
801 East Jefferson, MD4200
Phoenix, Arizona 85034

(602) 417-4198
{602) 256-6756

A pubhc hearmg wali be held in Phoemx on May 23 1997 at 9 a.q. Thc pubhc hearing w111 be held at the AHCCCS Administra-
tion, Gold Room, 3rd Floor, 701 East Jefferson, Phoemx, Arizona, A person may subrmit written comments on the proposed raies.
The written comments shouid be submitted no later than 5 p.m., May 23, 1997, to the following person:

5.

6.

7.
Name:
Address:
Telephone:
Fax:

8.

9. nthe atte
Not applicable.

10.

42 CFR 447.205 - R9-22-710(B)

42 CFR 447.331-332 - R9-22-710(B)
11. The full text of the rules follows:
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ARTICLE 3. ELIGIBILITY AND ENROLLMENT
R9-22-342.

ARTICLE 7. STANDARDS FOR PAYMENT

Newborn Enrollment

Notices of Proposed Rulemaking

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ADMINISTRATION

R9-22.701,
R9-22-702.
R9-22-703.
R9-22-705.  Paymenis by Contractors
R$-22-706. Paymenis by the Administration for Services Pro-

vided to Eligible Persons
R9-22-707.  Payments for Newborns ARTICLE 7. STANDARDS FOR PAYMENTS
RS-22-709.  Contractor’s Liability to Hospitals for the Provision

of Emergency and Subsequent Care R9-22-701. Scope of the Administration’s Liability; Pay-
R$-22-710.  Capped Fee-for-service Payments for Non-Hospital ments to Contractors Seope-of-the-Administration’s Hability;
R$-22.711,  Copayments payments-to-contractors
R9-22-715.  Hospital Rate Negotiations A. The Administration shall bear no liability for the provision of
R9-22-717.  Hospital Claims Review covered services or the completion of a plan of treatment to

ARTICLE 3. ELIGIBILITY AND ENROLLMENT

R9-22-342.

Newborn Enroliment

A. A newbom baby is eligible for AHCCCS as specified in R9-
22-339 only when the mother is eligible for AHCCCS-covered
services on the date of the newborn baby's birth. C.

B. Confractors shall notify the Administration of all newbom

babies born to s:nmll&émmbmﬁm&apuatmmmm&_ths

any member or eligible person beyond the date of termination
of such individual's eligibility and enrollment.

All payments to contractors shall be made pursuant to the
terms and conditions of contracts executed between the con-
tractor and the Administration and in accordance with these
rules.

The Administration shall bear no liability for subcontracts
which the contractor may execute with other parties for the
provision of either administrative or management services,
medical services, covered heaith care services or for any other
purpose. The contractor shall indemnify and hoid the Admin-
istration harmless from any and all liability arising from these
subcontracts and shall bear all costs of defense of any lHtiga-
tion over such liability and shall satisfy in full any judgment
entered against the Administration in such connection.
Prepayments shall be made monthly to those capitated con-
tractors who have either posted required performance bonds or
have otherwise provided security sufficient to the Director.

If the mother is enrolied with a different contractor on the
newbomn's date of birth than on the date of notifications-d- the
The newborn shall be enrolled with the mother's contractor on
date of potification,-netification-effective-the-third day--after
netification—

A. No contractor, subcontractor, or other provider of care or ser-
vices shall charge, submit a claim, demand, or otherwise col-
lect payment from a member or gligible person acting on
behalf of 2 member or eligible person for any covered service

except to collect authorized copayments so-payments or pay-
ment for additional services. Prepaid capitated contractors
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shali have the right to recover from 2 member that portion of
payment made by a 3rd +hizd party to the member when such
payment duplicates AHCCCS paid benefits and has not been
assigned to the prepaid contractor. Claims made under this
provision by prepaid capitated contractors shall not exceed the
actusal, reasonabie cost for the provision of covered services.
Providers shall not bill or make any attempt to collect pay-
ment, directly or through a collection agency, from an individ-
ual a-persen claiming to be AHCCCS cligible without 1st
receiving verification from the Administration that the individ-
ual persen was ineligible for AHCCCS on the date of services
or that services provided were not covered by AHCCCS.

A provider, including a noncontracting provider, may bili an
eligible person for medical expenses incurred during a period
of time when the eligible person willfully withholds material
information from the provider or provides false information to
the provider pertaining to his AHCCCS sligibility or enroll-
ment status that results in denial of payment due to the failure
to disclose such information or the provision of false informa-
tion.

R9-22-703. Claims
A. Claims submission to contractors. All claims for services ren-

dered to members enrolled with a prepaid gontractor, contras-
tor including services rendered during the retroacfive period

for.which the prepaid contractor is responsible, shall be sub-

mitted to such contractor.

B. Claims submission to the AHCCCS Administration.

1. Claims for covered services provided to AHCCCS eligi-
ble persons and-enrelled—members must be initially
received by the AHCCCS Claims Administration not
later than 9 -pime-months from the date of service.
Claims not received within the initial 9-mine—month
period from the date of service shall be denied. If the
claim meets the 3-sine month limitation, eenirastors; pro-
viders, noncontracting providers and nonproviders shall
file a clean claim which is received by the AHCCCS
Claims Administration not later than 12 months from the
date of service.

2. Exceptions to the 9-month and 12-month rules are:

a. Reinsurance claims shall not be considered for pay-
ment unless the claims are received by the AHCCCS
Claims Administration not later thar 9 nine months
from the close of the contract year in which the
claim was incurred. If the claim meets the 9 sine-
month fimitation, contractors shail file a clean claim
which is received by the AHCCCS Claims Adminis-
tration not later than 12 months from the close of the
contract year in which the claim was incurred.

b. The 9_sine-month deadline for hospitals will be
keyed to the date of discharge on each individual
claim.

C. Claims processing.

1. Claims which contain erroneous or conflicting informa-
tion, exceed parameters, fail to process correctly, do not
match the AHCCCS files, or require manual review in
order to resolve the claims shall be reported to the pro-
vider with 2 remittance advice. a-claim-comection-letier

6Ly .
2. Hospital claims shall be processed pursuant to R8-22-706
RO.22.792,

D. Overpayments for AHCCCS services. When an AHCCCS

overpayment is made to a provider, noncontracting provider,
nonprovider or contractor, the Administration may recover the
oyverpayment from fuure payments, or the provider, noncon-
tracting provider, nonprovider or contractor may . is-responsi-

ble-te-return the incorrect payment.

Page 935

R9.22.705. Payments by Contractors
A. Contractors shall pay for all covered services rendered 1o their

members where such services or admissions have been
arranged by their agents or employees, subcontracting provid-
ers or other individuals acting on the contractor's behalf and
for which necessary authorization has been obtained. Contrac-
hall / . horization fi ficall )
for which the contracter is responsible. Contractors are not
required to pay claims for covered services that are submitted
more than & six months after the date of the service for which
payment is claimed or that are submitted as clean claims more
than 12 months after the date of the service for which payment
is claimed.
1. Contractors shallreimburse.subconiracting and noacon-

1. Contractors shall reimburse subcontracting and noncon-
tracting providers for the provision of outpatient hospital
services rendered on or after March 1, 1993, at either &
rate specified by subcontract or, in absence of a subcon-
tract, the AHCCCS hospital-specific outpatient cost-to-
charge ratio multiplied by allowed charges (billed
charges that represent covered services and are medically
necessary) set forth in A.R.S. § 36-2903.01(1){4) and R9-
22-712. Subcontract rates, terms and conditions are sub-
ject 1o review, approval or disapproval pursuant to A.R.S.
§ 36-2904(K}(1)(b) and RS9-22-715.
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2. Contractors shall pay for all emergency care services ren-

C. Payment for inpatient hospital services. Contractors shall

reimburse out-of-state hospitals for the provision of hospital
services at nepgotiated discounted rates, the Arizona average
cost-to-charge ratio multiplied by allowed charges or, if rea-
sonably and promptly available, the Medicaid rate that is in
effect at the time services are provided in the state in which the
hospital is located, whichever is lowest. Contractors shall
reimburse in-state subcontractors and noncontracting provid-
ers for the provision of inpatient hospital services rendered
with an admission date on or afier March 1, 1993, at either a
rate specified by subcontract or, in absence of a subcontract,
the prospective tiered-per-diem amount set forth in ARS. §

36-2903.01 and R$-22-712. Subcontract rates, terms and con-
ditions are subject to review, approval or disapproval pursuant

to ARS. § 36«2904(K)(1)(b) and R9-22-715. This subsection
() does not apply to contractors participating in the pilot pro-

Payment for observation days. Contractors may reimburse
subcontracting and noncontracting providers for the provision
of observation days at either a rate specified by subcontract or,
in the absence of a subcontract, at the AHCCCS hospital-spe-
cific outpatient cost-to-charge ratio multiplied by covered
allowed charges, charges (bi

of nonpayment or denial of the claim. Furthermore, hos-
pitals shall cooperate with a contractor's reasonable actjv-
ities necessary to perform concurrent review and make
the hospitals’ medical records, specific to a member
enrolled with the contractor, available for review.

2. . Regardless of prior authorization or concwrent review
activities, all hospital claims, to include outlier ¢laims,
are subject to prepayment medical review and post-pay-
ment review by the contractor. Post-payment reviews
shall be consistent with ARS. § 36-2903.01(0), and
erroneously paid claims are subject to recoupment. If
prior authorization was given for a specific level of care,
but medicat review of the claim indicates that a different
level of care was appropriate, the contractor may adjust
the claim to reflect the most appropriate level of care,
such adjustment to be effective on the date when the dif-
ferent level of care was medically appropriate.

3. A contractor and a hospital may enter into a contract that
includes hospii:l claims review criteria and procedures
different fror: .is subsection which binds both parties
and provided s.ch contract meets the requirements of R9-
22-715.

F. Timeliness of hospital claim payment. -+ Payment by the con-

tractor for inpatient hospital admissions and outpatient hospi-
tal services on and after March 1, 1993, shall be subject to
Laws 1993, Ch. 6, § 29, 29: as amended by Laws 1993, Ch5§
& . : - . Laws 1993,
Chapter 6, § 27,.as amended by Laws 1993, Ch5 § 6; and
ARS. § 36-2903. 01(]‘)(6)

E. Review of hospital claims. ’ R9-22-706. Payments by the Administration for Services

1. Ifa contractor and a hospital do not agree on reimburse- irovgied to Eéigible Persons dical
ment levels, terms, and conditions, the reimbursement ayment for emergency and medically necessary non-hospital

Veolume 3, Issue #14

levels established pursuant to AR.S. § 36-2903.01 and
R9-22-712.0r.R9:22-718 shall apply. In these cases, this
ease; hospitals shall obtain prior authorization from the
appropriate contractor for nonemergency admissions.
The contractor shall consider medical condition of the
member, length of stay and other factors when issuing its

prior authorization, Qammmmw&m

responsible. If a contractor and a hospital agree to a sub-
contract, the parties shall abide by the terms of their con-
tract regarding utjlization control activities that may
include prior authorization of nonemergency admis-
sions. Failure to obtain prior authorization shall be cause
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outpatient services.

1.  Emergency services provided to the indigent, the medi-
cally needy and eligible low-income children for which
he Adminisiration i liable & he.d ¢ notificats

pursuant-to-RO.22-313-to-the-date-of-earollment-with-a
prepaid-capitated-contractor-shall be paid af the capped
fee-for-service rate or bitled charges, whichever is lower,
On the date of notification to the AHCCCS Administra-
tion, the county shall notify the AHCCCS Administration
of the amount of medical expenses necessary to satisfy
the spend down requirement of R9-22-321 and incurred
by the household, if any, during the period of the Admin-
istration’s retroactive Hability.
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2. Medically necessary services provided to categorically
eligible persons and eligible assistance children for which
] ministration is Liable 5 he effectived £ ol

. shall be paid-at the capped fee-for-service rate
or billed charges, whichever is lower.

3.
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H-B.Indian Health Service. The maximum allowable rates paid to
IHS for AHCCCS-covered services provided in IHS facilities
shall be the same as the all-inclusive inpatient, outpatient, or
ambulatory surgery rates published in the Federal Register.
Except as provided in R9-22.708, IHS medical service refer-
rals for eligiple Native Americans made to off-reservation
contractors, providers, noncontracting providers or nonprovid-
ers shall be prior authorized.

R$-22-707. Payments for Newborns

iIf the mother is enrolled on the date of the newborn baby's birth, the
contractor shall be financially liable under the mother’s capitation to
provide all AHCCCS-covered services to the newbomn baby from
the date of birth to the date of the mother's disenrollment or the date
of the baby s enrollment, whichever oceurs first. However, if the
mother is eligible for AHCCCS as an indigent or medically needy
individual, the contractor shall be liable for 2 minimum of 30 days

and a.maximum.of then-have-amaximum labilityof 60 days under
the mother’s capitation.

R9-22-709.  Centractor's Liability to Hospitals for the Provi-

sion of Emergency and Subseguent Care

A. For purposes of program and contractor lability, an emer-
gency medical or acute mental health condition shall be sub-
ject to reimbursement only until such time as the member's
patient’s condition is stabilized and the member patient is
transferable, or until the member patient is discharged follow-
ing stabilization subject to the reguirements of ALR.S. § 36-
2909(E) and Article 2 of these rules.

B. Subiect to subsection (A), in the gvent that a member cannot
be transferred to a facility which has a subcontract with the
contractor of record following stabilization, the contractor of
record shall pay for all appropriately documented, prior autho-
rized in-accordance-with R9-22-708 and medically necessary
treatment provided such member prior to date of discharge or
transfer in accordance with payment standards in R9-22-705.

C. Inthe event thet 2 member refuses transfer from a nonprovider
or noacontracting hospital to a hospital affiliated with the
member’s contractor of record, neither the Administration nor
the contractor shail be liable for any costs incurred subsequent
to the date of refusal when:

1. Subseguent to consuitation with his contractor of record,
the member continues to refuse the transfer; #ransfer; and
2. The member has been provided and signs a written state-
ment, prior to the date of transfer of Hability, informing
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him of the medical and financial consequences of such
refusal. If the member refuses to sign a written statement,
then & statement signed by 2 twe witnesses indicating that
the member was informed may be substituted.

R9-22-710.  Capped Fee-for-service Payments for Non-Hospi.

tal Services

A. Service codes. A cumrent copy of the following code manuals
shall be maintained on file at the central office of the Adminis-
tration for reference use during customary business hours:

1.  The Physiciang'’ Current Procedural Terminology (CPT)
and Health Care Financing Administration Common Pro-
cedure Procadures Coding System (HCPCS) shall be uti-
lized to identify medical services and procedures
performed by physwxaas and other prov;ders

ton. shall be utilized to identify: dental lros,

3.2, The AHCCCS Transportation, Supply, Equipment, and
Appliance codes shall be utilized to identify the applica-
ble service or supplied item.

4.3, The International Classification of Diseases.

$:4. Nationally recognized pharmacy coding manual, Asnesi-

ear-Draggist Blue Beoek.
B. Feeschedule. The Administration shall pay providers, includ-
ing noncontracting prevxdcrs at the lesser of hilled charges or
the capped fee-for-service rates specified below unless a dif-
ferent fee is specified by contracts between the Administration
and the provider, or as otherwise required by law. Notice of
changes in methods and standards for setting payment rates for
services shall be in accordance with 42 CFR 447.205, effective

December 19, 1983, October1,-1987, incorporated by refer-

ence and on file with the Office of the Secretary of State.

1. Physician services. Payment shall be in accordance with
fee schedules which are on file at the central office of the
Administration for reference use during customary busi-
ness hours.

3.2, Pharmacy services. Payment for pharmacy services shall
be in accordance with fee schedules which are exempt
from rule making procedures pursuant to ARS. § 41-
1005, but are subject to 42 CFR 447.331 through
447.332, effective July 31, 1987, incorporated by refer-
ence herein and on file with the Administration and the
Office of Secretary of State. These incorporations by refs

43, Dental services. Payment shall be in accordance with fee
schedules which are on file at the central office of the
Administration for reference use during customary busi-
ness hours,

54, Transportation services;

a. Ground ambulance services. Payment for ambu-
lance services shall be made in accordance with fee
schedules which are on file at the central office of
the Administration for reference use during custom-
ary business hours. For ambulance providers that
have charges established by the Arizona Department
of Health Services (ADHS), the fee schedule
amount is 80% of the ambulance provider's ADHS-
approved fees for covered services. For ambulance
providers whose fees are not ¢stablished by ADHS,
pavment shall be made at 80% of the ambulance
provider's billed charges or the capped fee-for-ser-
vice amount for covered services, whichever is less.

b, Air Ambulance services. Payment for air ambu-
lance services shall be made in accordance with fee
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schedules which are on file at the central office of
the Administration for reference use during custom-
ary business hours,

¢. Nonambulance services, Payment for nonambu-
lance services shall be made in accordance with fee
schedules which are on file at the central office of
the Administration for reference use during custom-
ary business hours.

&.3. Medical equipment. Payment for medicai equipment
shall be in accordance with fee schedules which are on
file at the central office of the Administration for refer-
ence use during customary business hours. Providers
shall be reimbursed once for durable medical equipment
{DME) during any given 2 twe-year period, unless the
Administration determines that DME replacement within
that period is medically necessary for the member.
Unless authorized by the Administration, no more than 1
one repair and adjustment shall be reimbursed during any
2-5we-year period.

L6, Early and pericdic screening, diegnosis and treatment
semces (EPSDT) —Ih@—ma&em%n—aliewab&e—ma—fef

3. 59*33.“.3“9*3 " *m E.ia.g .; sz;eéms_ Sshedaie ® $gg gg
Ihg!s_;e;]a: rhome wisit ;1 z;a’;;.aa;a;;;um aov ab:g ;nacle ia;} @

Capped fee-for-service cost pool and payment. A capped fee-

for-service medical cost pool may be established for each

county in which there are capped fee-for-service physician
contractors. All fees shall be paid out of this pool. 15% Eif-
teen—pereent of allowable physician fees shall be withheld in
the pool, At the end of the contract period, any surplus or def-
icit remaining in the pool shall be divided evenly between the

Administration and the participating physicians subject to the

following:

1. The physician's withhold shall be used to offset the physi-
cian’s portion of any deficit. The physicians shall not be
responsible for any deficit greater than the aggregate
amount withheld. All withholds not needed to fund a def-
feit will be returned to the physician on a pro rata basis.

2. The physician portion of any surplus shall be divided
such that 2/3 goes to primary care physicians and 1/3 to
referral physicians. These portions shall then be divided
pro rata among the physicians in each category subject to
an upper limit. The physician's portion of any surplus is
limited so that a referral physician can receive no more
than 115% of the Administration’s maximum allowable
fees for their services and a primary care physician no
more than 130%.

Distribution of funds. Annual settlements shall be done on an

incurred basis. Incurred medical costs for the contract period

shall be estimated for settlement purposes when 3 three full
months of paid claim data can be summarized following the
end of the contract period. The settlement shall occur within

105 days following the end of the contract period.

The Administration reserves the right to adjust the percentage

of withholding for any individual physician whose utilization

rates are deemed to be excessive based on historical physician
profiles.

Copayments

Contractors shall be responsible for the collection of copay-
ments frem members. The following are excluded from
copayment requirements:

1. Prenatal care including all obstetrical visits;

2. Well-baby, EPSDT care;

R9-22-715.
A. Effective for inpatient hospital admissions and outpatient hos-
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3. Members in nursing facilities and intermediate care facil-
ities for the mentally retarded;

4. Visits scheduled by a primary care physician or practitic-
ner, and not at the request of a member;

5. Drugs and medications beginning October 1, 1985,

B. [Except as provided in subsection (A), confractors and mem-

bers shall comply with the following copayment schedules:
1. Categorically eligible members

COPAYMENT
Doctor’s office or home visit
and diagnostic and rehabili-
tative x-ray and laboratory
services associated with such
visit. $1.00
Nonemergency surgery per
procedure $5.00 per procedure
Nonemergency use of the
eIMEIgency room $3.00 per visit
Nonemergency nse of

2. Indigent, medically needy, eligible assistance children,
and eligible low-income children members:

COPAYMENT
Doctor’s office or home visit
and all diagnostic and
laboratory services associated _
with such visit, £5.00 per visit
Nonemergency surgery $5.00 per procedure
Nonemergeney use of the '
emergency room $5.00 per visit
Nonemergency use of

C. Members shall not be denied services because of their inability

10 pay a copayment.

Hospital Rate Negotiations

pital services on or after March 1, 1993, contractors that nego-
tiate with hospitals for inpatient or outpatient services shail
reimburse hospitals for member care based on the prospective
tiered-per-diem amount or the AHCCCS hospital-specific out-
patient cost-to-change ratio multiplied by allowed charges set
forth in AR.S. § 36-2903.01 and R9-22-712 or at the negoti-
ated rate that, when considered in the aggregate with other
hospital reimbursement levels, does not exceed what would
have been paid pursuant to A. RS. § 36-2903 01 and R9 22~

712.

. Contractors may engage ir: rate negotiations with hospi-
tals at any time during the contract period.

2. Within 7 days of the completion of the agreement pro-
cess, contractors shall submit copies of their negotiated
rate agreements, to include all rates, terms and condi-
tions, with hospitals to the Administration for approval.
Contractors shall demonstrate to the Administration that
the effect of their negotiated rate agreement will, when
considered in the aggregate, be the same as or will pro-
duce greater doliar savings than what would have been
paid pursuant to A.R.§. § 36-2903.01 and R9-22-712.

a.  Todemonstrate the aggregate effect of its negotiated
rate agreement, contractors shall present their
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assumptions reiated to projected utilization of vari-

ous hospitals to the Administration. The contractor

may consider mpatxent assumptions related to:

i.  Member mix;

ii. Admissions by AHCCCS-specified tiers;

ili. Average length of stay by tier and pattern of
admissions, excluding emergency admissions;

iv. OQutliers; and

v. Risk-sharing arrangements. The contractor also
may consider outpatient assumptions related to
member mix and outpatient service utilization.
The Administration reserves the right to
approve, deny, or require mutually-agreed-to
modifications to these assumptions.

b.  When contractors adjust or modify their assump-
tions, the reason for the adjustment or modification
shall be included, as well as the new assumptions.
Any change in assumption is subject to approval,
denial, or mutually-agreed-to modification by the
Administration.

¢.  To determine whether the negotiated rate agreement
produced reimbursement levels that did not in the
aggregate exceed what would have been paid pursu-
ant to AR.S. § 36-2903.01 and R9-22-712, contrac-
tors shall require their independent auditors to
evaluate the reasonableness of their assumptions as
part of the annual audit. The independent auditor’s
audit program shall be consistent with AHCCCS
audit requirements and shall be prior approved by
the Administration.

d.  Negotiated inpatient or outpatient rate agreements
with hospitals with which a contractor has a related
party interest are subject to additional related party
disclosure and evaluation. These evaluations are in
addition to the procedures described in subsection
(AX2){(c) and shalt be performed by the contractor’s
independent auditors, or, at the contractor’s option,
additional evaluations may be performed by the
Administration,

¢, The Administration may subject 2 contractor’s inde-
pendent auditor’s report to any examination or
review necessary to ensure accuracy of any or all
findings related 10 aggregate rate determinations.

f  The Administration shall use its standards, consis-
tent with the Reguest for Proposals and R9-22-502,
to determine whether a contractor’s inpatient or out-
patient hospital subcontractors will limit the avail-
ability or accessibility of services. The
Administration reserves the right to reject hospital
subcontracts that limit a member’s availability or
accessibility of services.

The Administration may negotiate or contract with hospitals

on behalf of contractors for discounted hospital rates and may

require that the negotiated discounted rates be included in con-
fracts between contractors and hospitals.

The Director shall apportion any cost avoidance in the hospital

component of provider capitation rates between the Adminis-

tration and provider. The Administration’s portion of the cost
avoidance shall be refiected in reduced capitation rates paid to
providers.

R9-22-T17.
A.

B.

D.
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Hospital Claims Review
The Administration and its contractors shall review hospital
claims which are timely received as specified in R9-22-
T703(B).
Charges for hospital services provided to eligible persons dur-
ing a time when the eligible person was not the financial
responsibility of the entity receiving the claim shall be denied.
Personal care items supplied by the hospitals, including but
not limited to the following, are not covered services:

Patient care kits; kits;

Inoihhmshcs;ﬂ}eet-hbmshevs;

1

2

3.  Toothpaste;

4. Petroleum;elix,jell-}u

5. Deodorant; Beodorant;

6.  Septi soap; seap;

7. Razors, Rezers;

8. Shaving cream; creans;

9. Slippers; Shippers;

10. Mouthwash; Mewthwash;

11. Disposable razors; razors;

12. Shampoo; Shampoe;
Powder; Pewder;

14. Lotion; Letien;

15. Combs; Gembs; and

16. Patient gowns.

The following hospital supplies and equipment, if medically
necessary and utilized, shall be covered services:

Arrn Boards; Beazds;

Di . Di ,

Underpads; Underpads;

Special matiresses and special beds; beds;

Gloves; Sloves;

Wrist restraints; restrainis;

Limb holders; heidess;

Disposable items used in Heu of durable items; #ems;
Universal pregautions, preeautions;

10. Stat gharpes; ehasges; and
11. Portable charges.

The hospital claims review shall determine if services ren-

dered were:

1. AHCCCS-covered services;

2. Medically necessary;

3. Provided in the most appropriate, cost-effective, least
restrictive sefting; and

4. For claims with dates of admission on and after March 1,
1993, substantiated by the minimum documentation spec-
ified in A.R.S. § 36-2903.01(J) or 36-2904(K), whichever
is applicable.

If a claim is denied by either the Administration or its contrac-

tors at least 35 days prior to the expiration of the 12-month

time period specified in AR.S. § 36-2904(H), then the griev-

ance challenging such denial must be filed against the entity

denying the claim no later than 12 months from the date of ser-

vice. Ifthe claim is denied less than 35 days prior to the expi-

ration of the 12-month time period, the provider shall have 35

days from the date of the denial to file a grievance. Any griev-

ance challenging a postpayment review recoupment action

must be filed by the provider no later than 33 days from the

date of the nOtlce of recoupment.

heli e BBl ol
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NOTICE OF PROPOSED RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ARIZONA LONG-TERM CARE SYSTEM

R9-28-507 Amend

Authorizing statute: AR.S. § 36-2932(F)
Implementing statutes: A.R.S. §§ 36-2932(E)(3) and 36-2943

3, £ NAme ang agqre 0 ACOCY DK (AIH1E VI W0 p 3]
ame: Cheri Tomlinson
Address: AHCCCS
Office of Policy Analysis and Coordination
801 East Jefferson, MD4200
Phoenix, Arizona 85034
Telephone: (602)417-4198
Fax: (602} 256-6756
4, expiana ¢ ¢ inclndine the agencs easons for initiating the e:
These proposed rules result from a 5 year review report which identified non-substantive revisions which would make the lan-
guage more clear, concise, and understandable. In addition, these proposed rules reflect an administrative policy change that
requires the contractors, effective October 1, 1997, to be responsible for medically necessary services provided to members back to
the date of eligibility according to R9-22-705.
5. i i
6. pLE 3 v of the ¢ afl business, and con er impa
Changes are proposed to R9-28-507 that dea! with Program Contractor General Requirements. The proposed changes are:
. Enhance the clarity and conciseness of existing language through minor changes to wording and grammar.
. Add language regarding retroactive period coverage responsibilities for Program Contractors. Effective October
1, 1997, contractors will be responsible for medically necessary services provided to members back to the date of
eligibility. Coverage for these services will be included in capitation rates paid to Program Contractors. Current
rule language states that Program Contractors are responsible for providing services beginning 2 days after the
receipt of notification of enroliment by the Administration.
Minimal operational changes will be required for the assignment of retroactive coverage responsibilities to contractors. The small
business community will be unaffected by the change and AHCCCS will collaborate with ALTCS program coentractors and
ALTCS providers (some of whom could be considered small businesses) to assure that bills for medically necessary covered ser-
vices provided curing this retroactive period are properly sent to the contractor that is financially responsible rather than to AHC-
CCS. Over the long term, this should benefit ail involved parties by streamiining the processing of services provided to AHCCCS
members.
7.
Name: Cheri Tomlinson
Address: AHCCCS

Office of Policy Analysis and Coordination
801 East Jefferson, MD4200
Phoenix, Arizona 85034

Telephone: {602) 417-4198
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Fax: (602) 256-6756
Date:  May 23, 1997

) Time: gam.
Location: AHCCCS

701 E. Jefferson, 3rd Floor
Gold Conference Room
Phoenix, Arizona 85034

' Not appllcabke

10. i
Not applicable.

11, The full text of the rules follows:

Arizona Administrative Register

Notices of Proposed Rulemaking

Nature: Pubtic hearing on proposed rules to receive oral and written comments.

TITLE 9. HEALTH SERVICES

CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ARZONA LONG-TERM CARE SYSTEM

ARTICLE 5. PROGRAM CONTRACTOR AND PROVIDER

STANDARDS
R9-28-507. Program-coniractor-generai-requirements Program
Confractor Geperal Requirerments
ARTICLE 5. PROGRAM CONTRACTOR AND PROVIDER
STANDARDS

R9-28-307. Program—contractor—generalrequirements—Pro- D.

A. ALTCS program contractors shall ensure that providers of ser-
vice meet the requirements of this Article.
B. Each ALTCS program contractor shall maintain member ser-

vice records. These shall include, at a minimum, the case E.
management plan, medical records, encounter data, griev- F
ances, complaints, and service information for each ALTCS .
member. The program contractor shall ensure that all member
service records are retained for five Syears. ALTCS member
service records or copies of member service records shall be G

provided to the Adiministration upon request.

C. ALTCS program contractors shall produce and distribute
information: materials to each enrolled ALTCS member or des-
ignated representative within ten 1{Ldays after receipt of nofi-

fication of enrollment from the Administration. The H

information shali includea inciude:
I, A description of ail available serviees;-an-services;

2. An explanation of service limitations and exelusiens. L
The-infommation-shall-also-containan exclusions;
3. An explanation of the procedure for obtaining services,
inctuding a notice stating that the program contractor is
April 4, 1997 Page 943

liable only for those services authorized by an ALTCS
member's case mamm%@mfema&mn—shaﬂm

procedures manager;
4, Em_cgdm:e:s for obtaining emergency sepvices—and ser-
5. Em_ae.dums_fnLﬁlmg a grievance or cemplaiat: com-

plaint; and
6. All information shall be approved by the Administration
prior to distributior:.
The ALTCS program contractor shall submit encounter
reports on services rendered to each enrolled member within
120 days after the month of service, except for services with
Medicare coverage, which shail be submitted within 180 days
after the month of service.
ALTCS program contractors shall collect the member share of
cost and report the amount collected to the Administration.
ALTCS program contractors shall monitor trust fund accounts
for institutionalized ALTCS members to verify that expendi-
tures from a member's trust fund are in compliance with fed-
eral regulations.
Institutionalized ALTCS members who are transferred 1o an
acute care facility for services shall whenever possible be
returned to the original institution upon completion of acute
care.
Institutionalized ALTCS members who are granted therapeu-
tic leave shell be returned to the same bed in their original
institution upon completion of a therapeutic leave.
Program contractors are responsible for providing services to
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NOTICE OF PROPOSED RULEMAKING

TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 4. DEPARTMENT OF ENVIRONMENTAL QUALITY

SAFE DRINKING WATER
PREAMELE
Secti fected \
R18-4.224 New Section

Authorizing statutes: A R.S. §§ 49-104(B)}4), 49-202, and 49-203
Implementing statutes: A.R.S. § 49-353

& Name A ] % ag Yy DELS QRS 1A
Name: Margaret L. McClelland or Martha L. Seaman
Address: Department of Environmental Quality

3033 North Central Avenue
Phoenix, Arizona 85012
Telephone: {602)207-2222

Fax: (602) 207-2251

exnlanation of {iie M EF g the 3ganc asons for inHiating the e:
The purpose of this rulemaking is to adopt a new section, R18-4-224, establishing interim meonitoring relief for monitoring of reg-
ulated and unregulated synthetic organic chemicals (SOCs) for community water systems (CWS) and nontransient, noncommunity
water systems (NTNCWS) serving 10,000 or fewer persons. The interim period will last from the date of effectiveness of this rule
until August 6, 1999, or until permanent monitoring relief rules are put in place by the Department, whichever oceurs first.

In accordance with provisions of the Safe Drinking Water Act Amendments of 1996 (PL 104-182), the rule provides that afier a
sample taken during this interim monitoring period which fails to detect the presence of SOCs in the ground water supplying the
CWS or NTNCWS, additional quarterly monitoring for those contaminants, during the interim monitoring relief period, is not
required. Detection is determiz<d in accordance with the requirements of R18-4-216(3) for single point of entry samples or
Appendix B of 18 A.A.C. 4 for .inposited samples.

SOCs are man-made chemicals primarily consisting of pesticides and herbicides. The use of these chemicals throughout the state
varies considerably, depending on type of industry located within the various regions of the state. These chemicals are not likely
1o be found in the groundwater in regions where there is no industry which uses those chemicals, or where the chemicals have not
been used to the extent that the levels would be detected through testing.

Currently, many drinking water systems are required to conduct 4 consecutive quarterly tests for SOCs, regardless of the regions in
which the systern is located. Each quarter of SOC testing costs the drinking water system $2,365, per point of entry, for laboratory
analysis. The interim monitoring relief program would provide the opporiunity for systems which do not detect these chemicals,
in the sample taken at the beginning of the period to forego further sampling during the interim meonitoring relief period.

The interim soaitoring relief program would continue to protect the public hezalth and the environment, but, at the same time,
would provide financial relief to those systems which are required to continue to test for chemicals which are extremely unlikely to
be found.

This rule is de-regulatory and participation in the program is voluntary. Only those owners and operators who chose to avail them-
selves of this option are subject to the rule.

Not applicable.

According to data collected by the Compliance and Enforcement Unit of the ADEQ Safe Drinking Water Section, the average cost
per point of entry for sample testing of SOCs is $2,363. Each CWS or NTNCWS owner/operator whose initial test results indicate
no detection is likely to realize savings of about $7,100 for the entire interim monitoring relief period. Itis estimated that there are
953 CWS or NTNCWS in Arizona, about 25% of which have already conducted sampling which would qualify them for reduced
rmonitoring or waivers. If three-quarters of those which still must test have initial test results showing non-detect levels, the total
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cost savings statewide, over the interim monitoring relief period, could be as much as $3.5 million; however, laboratories which
would have received those testing fees will not receive them.

The proposed rulemaking decreases monitoring burdens on agencies, political subdivisions, businesses or persons. This rulemak-
ing will decrease the costs of implementation and enforcement. Therefore, in accordance with A.R.8. § 41-1055(I3)(3), the
~ Department is not required to prepare an economic, small business, and consumer impact staternent.

Name: Margaret L. McClelland or Martha L. Seaman
Address: Department of Environmental Quality

3033 North Central Avenue

Phoenix, AZ 85012
Telephone: (602} 207-2222

Fax: (602) 207-2251

-duled. where a or oqirest An Oz o o
The Department shali hold oral proceedings to receive public comments in accordance with A.R.S. § 41-1023. The time, place,
and location of the hearings are Histed below:

Date: May 3, 1997

Time: 10 am.

Location: Department of Environmental Quality
3033 North Central Avenue
Public Meeting Room
Phoenix, Arizona 85012

Date: May 6, 1997

Time: 10 am.

Location: State Office Complex
Room 222
Corporation Commission Hearing Room
400 West Congress

Tucson, Arizona

The Department will accept oral or written comments which are received by 5 p.m. on May 8, 1997, or postmarked not later than
that date. The close of record shall occur on May 9, 1997

The Department is committed to complying with the Americans with Disabilities Act. If any individual with a disability needs any
type of accommodation, please contact the Department at least 72 hours before the hearing.
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TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 4. DEPARTMENT OF ENVIRONMENTAL QUALITY

SAFE DRINKING WATER
ARTICLE 2. MAXIMUM CONTAMINANT LEVELS AND . i iFod in R1R-d-
MONITORING REQUIREMENTS NINCWS shall not be required to conduct further monitoring
RIB4224.  lnterim Monitoring Relief memmﬂmim&ﬁmﬁﬂ-ﬂfﬁmﬁﬂm -
8 M;nmmnng resuits zam!::: i he interi .
ARTICLE 2. MAXIMUM CONTAMINANT LEVELS AND relief period, certified and reported to ADEQ by the CWS
MONITORING REQUIREMENTS or NTNCWS in accordance with R18:4-104, fail to detect
the presence of SOCs in the groundwater supplying the
R18-4-224, Interim Monitoring Relief CWS or NTNCWS. Detection shall he determined in
A ; LS L . , } : : -
m&whmhmmmmmwummmgmlmmms hall tifed 1 ? - MDWMM A C_4 for cq 1 sampl
Mmmnmmmmmm&nmﬁﬁ_lﬁ_s_ Wﬁwli]
or_on the effective date of permanent monitoring refief rules than 20 feet,
B. A CWS or NTNCWS system. which serves 10,000 or fewer tification of the CWS or NTNCWS required in subsection
hich ol P S e (B)2),.SQCs are uniikely to be detected by further quar-
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