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AN ACT 

AMENOING SECTIONS 11-291. 11-297, 13-3713, 36-2903.01. 36-2905. 36-2905.04. 
36-2906. 36-2907. 36-2907.06. 36-2911. 36-2936. 36-2937 AND 36-2944. ARIZONA 
REVISED STATUTES; AMENDING LAWS 1995. FIRST SPECIAL SESSION. CHAPTER 5. 
SECTION 13; AMENOING LAWS 1995. THIRD SPECIAL SESSION. CHAPTER 1, SECTIONS 
4. 5 AN0 6; AMENOING LAWS 1996. FIFTH SPECIAL SESSION, CHAPTER 5, SECTION 2; 
AMENOING LAWS 1996, FIFTH SPECIAL SESSION. CHAPTER 5. SECTION 7; RELATING TO 
THE ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM. 

Be i t  enacted by t h e  Leg i s la tu re  o f  t h e  Sta te  o f  Ar izona: 
Sect ion 1. Sect ion 11-291. Ar izona Revised Sta tu tes .  i s  amended t o  

read: 
11-291. H o s ~ i t a l i z a t i o n  and medical care o f  i n d i a e n t  s i c k  
A. Except as provided i n  sect ions 11-293 and 36-183.01 and t i t l e  36. 

chapter 29. the board o f  supervisors has the  so le  and exc lus ive  a u t h o r i t y  t o  
p rov ide  f o r  the h o s p i t a l i z a t i o n  and medical care o f  t he  i nd igen t  s i c k  i n  t h e  
county. i nc lud ing  home hea l th  serv ices.  which are de f ined  i n  sec t ion  36-151. 
paragraph 3, and which are prov ided i n  l i e u  o f  h o s p i t a l i z a t i o n ,  t o  i n d i g e n t  
persons and, t o  t he  ex ten t  t h a t  such expenses a re  no t  covered by a t h i r d  
p a r t y  payor. t o  i nd igen t  persons under t he  superv is ion  o f  a county 
co r rec t i ons  agency. For the purposes o f  t h i s  subsection. " t h i r d  pa r t y  payor" 
does n o t  i nc lude  the  Arizona h e a l t h  care  cos t  containment system o r  t h e  
Arizona long- term care system and h o s p i t a l i z a t i o n  and medical care does n o t  
i nc lude  long- term care. For t h e  purposes o f  t h i s  sec t ion ,  an i n d i g e n t  i s  a 
r e s i d e n t  of t he  county who i s  otherwise e l i g i b l e  f o r  county serv ices  and. 
beginning Ju l y  1. 1993. except f o r  emergency serv ices provided t o  persons who 
are i n  f a c t  e l i g i b l e  pursuant t o  sec t i on  36-2905.05, i s  e i t h e r  a c i t i z e n  o f  
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the United States or meets the alienage requirements t h a t  are established 
pursuant t o  t i t l e  XIX of the social securi ty  act  by 42 Code of Federal 
Regulations section 435.406(a). 

B. Counties shall n o t  be required t o  provide services specified in 
t i t l e  36. chapter 29 t o  persons e l ig ib le  for  care under t i t l e  36. chapter 29 
a f t e r  the  persons have been determined e l ig ib l e  pursuant t o  the e l i g i b i l i t y  
process. Except as provided in sections 36-2908 and 36-2909, until the final  
e l i g i b i l i t y  determination has been made a n d  a l l  applicable notice provisions 
have been complied w i t h ,  the county shall provide services for  indigent 
persons who are i n  fact  e l igible  for  care as required by section 11-291.01. 
A county may condition the provision of nonemergency care to  a person who i s  
otherwise e l ig ib le  for  county services on the completion by the person, or 
by a representative of the person on his behalf. of a n  application for  
e l i g i b i l i t y  for  the Arizona health care cost  containment system or the 
Arizona long-term care system pursuant t o  t i t l e  36. chapter 29. Beginning 
October 1. 1985, a county shall determine whether a person i s  e l i g ib l e  or 
ine l ig ib le  for  care provided pursuant t o  section 11-291.01 no  l a t e r  t h a n  i t  
determines whether a person i s  e l i g ib l e  or i ne l ig ib l e  f o r  care pursuant t o  
t i t l e  36. chapter 29, a r t i c l e  1. 

C.  The board may employ physicians and other persons necessary t o  
accomplish the purpose of th i s  section.  

D. In carrying out the powers and duties prescribed by section 11-251, 
paragraph 5 and subsection A of this section, the board may contract w i t h  any 
qual i f ied person t o  provide a l l  or a part  of the services required. Such 
contracts  may be for  a term of not more t h a n  ten years. All contracts for  
t he  operation of a county hospital f o r  a term of more t h a n  two  years shall 
be l e t  t o  the best responsible bidder a f t e r  advertising f o r  sealed bids i n  
a newspaper and by notice posted in three or more public places i n  the county 
a t  l ea s t  ten days before awarding the contract. The board  may reject  any and  
a l l  b i d s .  

E. For a health care expenditure including hospitalization and medical 
care ,  nonhospi t a l  services or long-term care services pursuant to  t h i s  
a r t i c l e ,  a county board of supervisors may reimburse contracting and 
noncontracting providers the lesser  of e i t he r  b i l l ed  charges or payment 
schedules adopted by the Arizona health care cost containment system 
administration pursuant t o  t i t l e  36, chapter 29. Unless a hospital or a 
health care provider ver i f ies  through the county t h a t  a person has been 
determined inel igible  or was not, a t  the time services were rendered, 
e l i g i b l e  for  services, the provider shall  not do e i t he r  of the following: 

1. Charge, submit a claim t o ,  demand payment or otherwise col lect  
payment from a person who has been provided covered care or services pursuant 
t o  t h i s  a r t i c l e .  
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2. R e f e r  o r  r e p o r t  a person t o  a c o l l e c t i o n  agency o r  c r e d i t  r e p o r t i n g  
agency f o r  t h e  f a i l u r e  o f  t h e  pe rson  t o  pay charges f o r  covered c a r e  o r  
s e r v i c e s  p r o v i d e d  p u r s u a n t  t o  t h i s  a r t i c l e .  

F. A HOSPITAL B ILL  I S  CONSIDERED RECEIVED FOR PURPOSES OF THIS ARTICLE 
UPON I N I T I A L  RECEIPT OF THE LEGIBLE. ERROR-FREE CLAIM I F  THE CLAIM INCLUDES 
THE FOLLOWING ERROR-FREE DOCUMENTATION I N  LEGIBLE FORM: 

1. AN ADMISSION FACE SHEET. 
2. AN ITEMIZED STATEMENT. 
3. AN ADMISSION HISTORY AND PHYSICAL. 
4. A DISCHARGE SUMMARY OR AN INTERIM SUMMARY I F  THE CLAIM I S  SPLIT. 
5. AN EMERGENCY RECORD. I F  AN ADMISSION WAS THROUGH THE EMERGENCY 

ROOM. 
6. OPERATIVE REPORTS. I F  APPLICABLE. 
7.  A LABOR AND DELIVERY ROOM REPORT. I F  APPLICABLE. 
Fr 6. The coun ty  i s  e n t i t l e d  t o  a l i e n  f o r  t h e  charges f o r  h o s p i t a l  

o r  m e d i c a l  c a r e  and t r e a t m e n t  o f  an i n j u r e d  pe rson  o r  t h e  p r o v i s i o n  o f  
l o n g - t e r m  c a r e  s e r v i c e s  f o r  w h i c h  i t  i s  r e s p o n s i b l e  pu rsuan t  t o  subsec t ion  
A o f  t h i s  s e c t i o n  o r  s e c t i o n  11-293, on any and a l l  c l a i m s  o f  l i a b i l i t y  o r  
i n d e m n i t y  f o r  damages a c c r u i n g  t o  t h e  pe rson  t o  whom h o s p i t a l  o r  medical  
s e r v i c e  i s  rendered,  o r  t o  t h e  l e g a l  r e p r e s e n t a t i v e  o f  such person.  on 
accoun t  o f  i n j u r i e s  g i v i n g  r i s e  t o  such c l a i m s  and wh ich  n e c e s s i t a t e d  such 
h o s p i t a l  o r  medica l  c a r e  and t rea tmen t .  Recovery o f  charges pursuant t o  t h i s  
s u b s e c t i o n  s h a l l  b e  i n  a manner as n e a r l y  as p o s s i b l e  t h e  same as t h e  
p rocedures  p r e s c r i b e d  i n  s e c t i o n  36-2915. 

H. Except  as p r o v i d e d  i n  s e c t i o n s  36-2908 and 36-2909. t h e  county 
s h a l l  re imburse  an ambulance company f o r  t h e  t r a n s p o r t a t i o n  t o  a h o s p i t a l  o f  
a p e r s o n  i n  a m e d i c a l  emergency s i t u a t i o n  i f  t h a t  person 's  medical  c a r e  i s  
a c o u n t y  r e s p o n s i b i l i t y  p u r s u a n t  t o  s e c t i o n  11-291.01 and subsec t ion  A o f  
t h i s  s e c t i o n  and i f  such t r a n s p o r t a t i o n  i s  reques ted  by a h e a l t h  ca re  
p r o f e s s i o n a l  l i c e n s e d  under t h e  p r o v i s i o n s  o f  t i t l e  32. chap te r  13. 15. 17 
o r  25, by  a paramedic o r  emergency med ica l  t e c h n i c i a n  c e r t i f i e d  pu rsuan t  t o  
t i t l e  36. c h a p t e r  21.1. o r  by  a l a w  enforcement o f f i c e r  o r  f i r e  f i g h t e r .  The 
c o u n t y  s h a l l  re imburse  t h e  ambulance company f o r  s e r v i c e s  on a capped 
f e e - f o r - s e r v i c e  b a s i s  n o t  t o  exceed t h e  maximum amount determined by  t h e  
a d m i n i s t r a t i o n  p u r s u a n t  t o  s e c t i o n  36-2904. s u b s e c t i o n  B. 

Sec. 2. S e c t i o n  11-297. A r i zona  Revised S t a t u t e s .  i s  amended t o  read: 
11-297. H o s o i t a l  t r e a t m e n t :  a o o l i c a t i o n :  a f f i d a v i t :  i n d i a e n c x  

s tandards :  e r roneous  d e t e r m i n a t i o n s :  d e f i n i t i o n s  
A. Except i n  emergency cases when immediate h o s p i t a l i z a t i o n  o r  medical 

c a r e  i s  necessary  f o r  t h e  p r e s e r v a t i o n  o f  l i f e  o r  l i m b .  no person s h a l l  be 
p r o v i d e d  h o s p i t a l i z a t i o n ,  med ica l  c a r e  o r  o u t p a t i e n t  r e l i e f  under t h i s  
a r t i c l e  w i t h o u t  f i r s t  f i l i n g  w i t h  t h e  board  o f  s u p e r v i s o r s  o f  t h e  coun ty  i n  
which he r e s i d e s  a s ta tement  i n  w r i t i n g ,  subsc r ibed  and sworn t o  under oath,  
t h a t  he i s  an i n d i g e n t  as d e f i n e d  by  s u b s e c t i o n  B o f  t h i s  s e c t i o n .  
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B. For t h e  purposes of t h i s  s ec t ion .  a n  " indigent"  i s  a  r e s iden t  of . . 
t h e  county and-?; :. 12% except f o r  emergency c a r e  requi red  
by s e c t i o n  36-2905.05 O R  SUBSECTION J OF THIS SECTION. i s  e i t h e r  a  c i t i z e n  
of t h e  United S t a t e s  o r  meets the  al ienage requirements t h a t  a r e  e s t ab l i shed  
pursuant  t o  t i t l e  XIX of the social  s ecu r i ty  a c t  by 42 Code of Federal 
Regulations s e c t i o n  435.406(a) which a r e  adopted as  t h i s  s t a t e ' s  a l i enage  
requirements f o r  s t a t e  a s s i s t e d  care ,  who: 

1. Does not  have an annual income in excess o f :  
( a )  Two thousand f i v e  hundred d o l l a r s .  f o r  one ind iv idua l .  
( b )  An add i t iona l  t h i r t y - t h r e e  and one- th i rd  per cent  of the base 

i d e n t i f i e d  i n  subdiv is ion  ( a )  of this paragraph i f  l i v i n g  with a  dependent 
member of t h e  family household, or i f  married and l i v i n g  with a  spouse. 

( c )  An add i t iona l  seventeen per cent of  t h e  base i d e n t i f i e d  i n  
subdivision ( a )  of t h i s  paragraph f o r  each addit ional  dependent member of t h e  
family household. 
Annual income s h a l l  be calculated by multiplying by fou r  t h e  a p p l i c a n t ' s  
income f o r  t h e  t h r e e  months immediately p r i o r  t o  the app l i ca t ion  f o r  
e l i g i b i l i t y  f o r  the Arizona heal th care  cos t  containment system pursuant t o  
t i t l e  36. chap te r  29. a r t i c l e  1. 

2. Has a  household i n  w h i c h  the ne t  worth of resources of a l l  persons 
does n o t  exceed f i f t y  thousand d o l l a r s ,  including but  not  l i m i t e d  t o  equ i ty  
i n  a house o r  c a r ,  w i t h  no more than f i v e  thousand d o l l a r s  cash o r  o t h e r  
l i qu id  a s se t s .  In determining e l i g i b i l i t y .  medical expenses incurred by t h e  
appl icant  s h a l l  not be used t o  reduce the value of t h e  net worth of resources 
of a l l  persons i n  t h e  household. For an individual appl icant  who i s  married. 
any sepa ra t e  proper ty  of t h e  app l i can t ' s  spouse t h a t  does not exceed 
seventy- f ive  thousand d o l l a r s  sha l l  not  be included i n  determining t h e  net 
worth of resources  of t h e  applicant .  

3. Has n o t ,  within t h r e e  years  p r io r  t o  f i l i n g  a n  app l i ca t ion  f o r  
e l i g i b i l i t y  f o r  t h e  Arizona health care  cos t  containment system pursuant t o  
t i t l e  36, chap te r  29, a r t i c l e  1, t r ans fe r r ed  o r  assigned real  o r  personal 
property w i t h  t h e  i n t e n t  t o  render himself e l i g i b l e  f o r  such system. 

4. I s  not  an inmate of a  public i n s t i t u t i o n  t h a t  i s  t h e  r e spons ib i l i t y  
of a governmental u n i t  or over which a  governmental u n i t  exe rc i se s  
admin i s t r a t ive  c o n t r o l .  

C.  For t h e  purposes of subsection B of this  s e c t i o n ,  each app l i can t  
sha l l  provide: 

1. Documentation of United S t a t e s  c i t i z e n s h i p  o r  l e g a l  a l i enage  a s  
determined pursuant t o  t i t l e  XIX of t h e  social  s e c u r i t y  a c t  and documentation 
of county residency,  as determined by t h e  d i r ec to r  of the Arizona hea l th  ca re  
cos t  containment system administrat ion pursuant t o  sec t ion  36-2903.01. 
subsect ion D. 

2. A s ta tement  of t h e  amount of personal and real  property i n  which 
the  appl icant  has an i n t e r e s t ,  a  statement of a l l  income which t h e  appl icant  
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received during t h e  t h r e e  months immediately p r i o r  t o  t h e  a p p l i c a t i o n ,  and 
a statement of any personal and real property assigned o r  t r ans fe r r ed  by the  
appl icant  within a t h r e e  year period immediately p r i o r  t o  f i l i n g  an 
app l i ca t ion  f o r  e l i g i b i l i t y  f o r  the Arizona hea l th  c a r e  c o s t  containment 
system pursuant t o  t i t l e  36. chapter  29. a r t i c l e  1 and any f u r t h e r  
information determined through r u l e s  by t h e  d i r e c t o r  of t h e  Arizona hea l th  
care  cos t  containment system adminis t ra t ion .  

D. A county board of supervisors  may by reso lu t ion  adopt a de f in i t i on  
of indigency which inc ludes  persons o r  family households not defined as 
indigent pursuant t o  subsection B of this  s e c t i o n ,  except  t h a t  such persons 
are  not e l i g i b l e  f o r  s t a t e  funded hosp i t a l i za t ion  and medical care  under the  
Arizona heal th care  cos t  containment system es tabl i shed  pursuant t o  t i t l e  36. 
chapter 29, a r t i c l e  1. 

E. Each person d e s i r i n g  t o  be c l a s s i f i e d  a s  an ind igen t  pursuant  t o  
subsection B of t h i s  s ec t ion  sha l l  apply f o r  c e r t i f i c a t i o n  by the county of 
residence of t h e  appl icant  pursuant t o  r u l e s  adopted by t h e  d i r e c t o r  of the  
Arizona heal th care cos t  containment system administrat ion.  The county sha l l  
make the f i n a l  determination regarding e l i g i b i l i t y  within t h i r t y  days of the 
d a t e  of app l i ca t ion  o r  a longer  period of time as  provided i n  subsect ion I 
of t h i s  sec t ion  or  as may be prescribed by r u l e ,  and upon such determination 
by t h e  county t h a t  the  appl icant  i s  e l i g i b l e  f o r  hosp i t a l i za t ion  and medical 
care from t h e  Arizona hea l th  care  c o s t  containment system, t h e  county sha l l  
i s sue  a wr i t ten  evidence of c e r t i f i c a t i o n .  copies of which sha l l  be provided 
t o  t h e  app l i can t  and t h e  admin i s t r a to r  of t h e  Arizona hea l th  c a r e  cos t  
containment system pursuant t o  t i t l e  36, chapter  29. a r t i c l e  1. I f  t h e  
county f a i l s  t o  complete an e l i g i b i l i t y  determination within the time period 
prescribed by the d i r e c t o r  t h e  county i s  l i a b l e  t o  a provider o r  nonprovider 
as defined i n  s ec t ion  36-2901 f o r  expenses incurred o r  paid o r  s h a l l  
reimburse t h e  app l i can t  f o r  claims paid by t h e  a p p l i c a n t ,  o r  both. as  
appropr ia te .  The county i s  only l i a b l e  f o r  hea l th  and medical s e rv ices  
prescribed i n  sec t ion  36-2907 and from t h e  l a t e s t  da te  t h a t  t h e  person should 
have been determined e l i g i b l e  as e s t ab l i shed  by t h e  d i r e c t o r  by r u l e  un t i l  
the date  t h a t  the  county complies w i t h  t h e  no t i ce  of e l i g i b i l i t y  provisions 
prescribed by t h e  d i r e c t o r .  This subsect ion does not  l i m i t  a county 's  
r e spons ib i l i t y  f o r  the  provision of s e r v i c e s  f o r  i nd igen t  persons otherwise 
required by t h i s  chapter .  Any app l i can t  aggrieved by a determinat ion made 
by a county e l i g i b i l i t y  worker o r  a spec ia l  e l i g i b i l i t y  o f f i c e r  regarding 
e l i g i b i l i t y  f o r  t h e  Arizona hea l th  ca re  c o s t  containment system may appeal 
t h e  determination d i r e c t l y  t o  the d i r e c t o r  of the Arizona hea l th  c a r e  cos t  
containment system adminis t ra t ion  a s  provided i n  s e c t i o n  36-2903.01. 
subsection 6 ,  paragraph 4. T h e  d i r e c t o r  of the Arizona hea l th  ca re  cos t  
containment system s h a l l  render a dec is ion  on each e l i g i b i l i t y  appeal a n d  
each member grievance no l a t e r  than n ine ty  days from t h e  d a t e  t h e  Arizona 
health care cos t  containment system adminis t ra t ion  rece ives  t h e  reques t  f o r  
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a  h e a r i n g  unless t h e  h e a r i n g  i s  pos tponed  o r  r e s c h e d u l e d  a t  t h e  r e q u e s t  o f  
a l l  of t h e  p a r t i e s  or  i f  t h e  p a r t i e s  a g r e e  t o  o r  t h e  h e a r i n g  o f f i c e r  o r d e r s  
a  f u r t h e r  e x t e n s i o n .  I f  a  d e c i s i o n  i s  n o t  r ende red  w i t h i n  t h e  t i m e  r e q u i r e d  
by t h i s  s e c t i o n  t h e  i n i t i a l  d e c i s i o n  s h a l l  be cons ide red  t h e  f i n a l  d e c i s i o n .  
I f  a  p e r s o n  i s  d i s s a t i s f i e d  w i t h  t h e  f i n a l  d e c i s i o n .  t h e  p e r s o n  may f i l e  a  
p e t i t i o n  f o r  j u d i c i a l  r ev i ew p u r s u a n t  t o  t i t l e  12, c h a p t e r  7. a r t i c l e  6. The 
c o u n t y  s h a l l  c o o p e r a t e  and  c o o r d i n a t e  w i t h  a p p r o p r i a t e  s t a t e  and f e d e r a l  
a g e n c i e s  i n  t h e  d e t e r m i n a t i o n  of e l i g i b i l i t y .  Each county  s h a l l  : 

1. Deduct from t h e  c a l c u l a t i o n  o f  income medical  expenses  i n c u r r e d  by 
each a p p l i c a n t  f o r  which t h e  a p p l i c a n t  i s  r e s p o n s i b l e  f o r  payment and which 
a r e  n o t  s u b j e c t  t o  any a p p l i c a b l e  t h i r d  p a r t y  payments f o r  t h e  twelve months 
immedia t e ly  p r i o r  t o  d e t e r m i n a t i o n  o f  e l i g i b i l i t y  f o r  c l a s s i f i c a t i o n  a s  an 
i n d i g e n t  unde r  t h i s  s e c t i o n .  Medical costs i n c u r r e d  do n o t  i n c l u d e  t h e  c o s t  
o f  s e r v i c e s  p r o v i d e d  by a c o u n t y  free o f  c h a r g e ,  o r  on a  s u b s i d i z e d  b a s i s .  

2. I n  a c c o r d a n c e  w i t h  rules a d o p t e d  by t h e  d i r e c t o r  o f  t h e  Ar izona  
h e a l t h  c a r e  cost con ta inmen t  s y s t e m  a d m i n i s t r a t i o n ,  p e r i o d i c a l l y  r e v i e w  t h e  
e l i g i b i l i t y  o f  each  pe r son  c l a s s i f i e d  a s  an i n d i g e n t  pu r suan t  t o  t h i s  s e c t i o n  
and n o t i f y  t h e  a d m i n i s t r a t o r  o f  t h e  Ar i zona  h e a l t h  c a r e  c o s t  c o n t a i n m e n t  
sys t em o f  t h e  r e s u l t s  o f  s u c h  r ev iew.  

F. I f  a  p e r s o n  who i s  p o t e n t i a l l y  e l i g i b l e  a s  i n d i g e n t  p u r s u a n t  t o  
s u b s e c t i o n  B o f  t h i s  s e c t i o n  i s  c u r r e n t l y  r e c e i v i n g  h o s p i t a l i z a t i o n  o r  
med ica l  c a r e  o r  n o t i f i e s  t h e  c o u n t y  t h a t  s h e  i s  p r e g n a n t .  t h e  c o u n t y  s h a l l  
comple te  the e l i g i b i l i t y  d e t e r m i n a t i o n  o f  t h e  person  on a  p r i o r i t y  b a s i s  and 
s h a l l  n o t i f y  t h e  a d m i n i s t r a t o r  o f  t h e  Ar i zona  h e a l t h  c a r e  c o s t  c o n t a i n m e n t  
s y s t e m  p u r s u a n t  t o  t i t l e  36. c h a p t e r  29. a r t i c l e  1 i f  t h e  p e r s o n  i s  
d e t e r m i n e d  e l i g i b l e  f o r  t h e  sys t em.  N o t i f i c a t i o n s  s h a l l  conform t o  rules 
a d o p t e d  by t h e  d i r e c t o r  o f  t h e  Ar i zona  h e a l t h  c a r e  c o s t  c o n t a i n m e n t  sys t em 
a d m i n i s t r a t i o n .  The d i r e c t o r  of t h e  Ar i zona  h e a l t h  c a r e  c o s t  c o n t a i n m e n t  
s y s t e m  s h a l l  a d o p t  r u l e s  s p e c i f y i n g  p r o c e d u r e s  f o r  p r o c e s s i n g  t h e  p r i o r i t y  
a p p l i c a t i o n s  o f  p r e g n a n t  women. . . G. -; 1, 1054; A l l  p e r s o n s  who a r e  a p p l y i n g  f o r  
e l i g i b i l i t y  p u r s u a n t  t o  s e c t i o n  36-2901. parag raph  4,  s u b d i v i s i o n  ( a )  and who 
a r e  p o t e n t i a l l y  e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36-2901. p a r a g r a p h  4. 
s u b d i v i s i o n  ( b ) ,  item ( i i i ) ,  a s  i d e n t i f i e d  by t h e  county ,  s h a l l  c o n c u r r e n t l y  
app ly  f o r  e l i g i b i l i t y  p u r s u a n t  t o  s e c t i o n  36-2901. parag raph  4 .  s u b d i v i s i o n  
( b ) ,  item ( i i i ) .  The c o u n t y  s h a l l  a s s i s t  t h e  person  i n  c o m p l e t i n g  t h e  
a p p l i c a t i o n  f o r  e l i g i b i l i t y  p u r s u a n t  t o  s e c t i o n  36-2901. p a r a g r a p h  4. 
s u b d i v i s i o n  ( b ) ,  item ( i i i )  and s h a l l  s u b m i t  t h e  completed a p p l i c a t i o n  and 
a l l  r e q u i r e d  documen ta t ion  p e r t i n e n t  t o  t h e  d e t e r m i n a t i o n  t o  t h e  d e p a r t m e n t  
of economic s e c u r i t y  which s h a l l  d e t e r m i n e  t h e  a p p l i c a n t ' s  e l i g i b i l i t y .  The 
c o u n t y  may c e r t i f y  o r  r e c e r t i f y  t h e  p e r s o n  a s  i n d i g e n t  p u r s u a n t  t o  s e c t i o n  
36-2901. parag raph  4 ,  s u b d i v i s i o n  ( a ) ,  pend ing  a  f i n a l  d e t e r m i n a t i o n  by t h e  
depa r tmen t  of  economic s e c u r i t y ,  i f  t h e  depa r tmen t  o f  economic s e c u r i t y  does  
n o t  make an e l i g i b i l i t y  d e t e r m i n a t i o n  w i t h i n  t e n  working days  f rom t h e  d a t e  
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of s u b m i t t a l  o f  a comple te  a p p l i c a t i o n  by t h e  c o u n t y .  I f  t h e  p e r s o n  i s  
h o s p i t a l i z e d  a t  t h e  time of a p p l i c a t i o n ,  t h e  c o u n t y  may c e r t i f y  t h e  p e r s o n  
a s  i n d i g e n t  p u r s u a n t  t o  t i t l e  3 6 ,  c h a p t e r  29. a r t i c l e  1,  pend ing  an 
e l i g i b i l i t y  d e t e r m i n a t i o n  by t h e  d e p a r t m e n t  o f  economic s e c u r i t y .  A p e r s o n  
who i s  de te rmined  e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36-2901.  p a r a g r a p h  4 .  
s u b d i v i s i o n  ( b ) ,  i t em ( i i i ) .  o r  who i s  d e t e r m i n e d  e l i g i b l e  p u r s u a n t  t o  
s e c t i o n  36-2901.  pa rag raph  4 ,  s u b d i v i s i o n  ( b ) .  item ( i ) ,  ( i i )  o r  ( i v )  o r  
s e c t i o n  36-2934. s u b s e c t i o n  A.  parag raph  2 ,  3 or 4 b e c a u s e  t h a t  pe r son  meets 
t h e  f i n a n c i a l  e l i g i b i l i t y  r e q u i r e m e n t s  o f  t h e  s t a t e  p l a n  approved under  t i t l e  
IV o f  t h e  s o c i a l  s e c u r i t y  a c t  b u t  who does  n o t  r e c e i v e  c a s h  payment under  t h e  
a i d  t o  f a m i l i e s  w i t h  dependen t  c h i l d r e n  s t a t e  p l a n  t o g e t h e r  w i t h  t h a t  
p e r s o n ' s  income and r e s o u r c e s ,  s h a l l  c o n t i n u e  t o  be c o u n t e d  a s  p a r t  o f  t h e  
household  i n  de t e rmin ing  whe the r  t h e  r ema inde r  o f  t h e  househo ld  members a r e  
e l i g i b l e  a s  i n d i g e n t  p u r s u a n t  t o  s e c t i o n  36-2901,  p a r a g r a p h  4. s u b d i v i s i o n  
( a ) .  A p p l i c a n t s  who r e f u s e  t o  c o o p e r a t e  i n  t h e  e l i g i b i l i t y  d e t e r m i n a t i o n  
p r o c e s s  p u r s u a n t  t o  t h i s  s u b s e c t i o n  a r e  n o t  e l i g i b l e  p u r s u a n t  t o  t i t l e  3 6 .  
c h a p t e r  29 ,  a r t ic le  1. A form e x p l a i n i n g  l o s s  o f  b e n e f i t s  due  t o  r e f u s a l  t o  
c o o p e r a t e  s h a l l  be s igned  by t h e  a p p l i c a n t .  Re fusa l  t o  c o o p e r a t e  s h a l l  n o t  
b e  c o n s t r u e d  t o  mean t h e  a p p l i c a n t ' s  i n a b i l i t y  t o  o b t a i n  d o c u m e n t a t i o n  
r e q u i r e d  f o r  e l i g i b i l i t y  d e t e r m i n a t i o n .  The coun ty  depa r tmen t  s h a l l  m a i n t a i n  
i n  i t s  own a p p l i c a n t  f i l e s  c o p i e s  of t h e  comple ted  a p p l i c a t i o n  and a l l  o t h e r  
documents submi t t ed  t o  t h e  depa r tmen t  o f  economic s e c u r i t y  i n  a c c o r d a n c e  w i t h  
t h i s  s u b s e c t i o n .  The c o p i e s  i n  t h e  c o u n t y  f i l e s  are s u b j e c t  t o  q u a l i t y  
c o n t r o l  r ev i ew by t h e  a d m i n i s t r a t i o n .  The coun ty  s h a l l  be  s u b j e c t  t o  
s a n c t i o n s  i n  acco rdance  w i t h  s e c t i o n s  36-2905.01 and 36-2905.02 .  I f  t h e  
a d m i n i s t r a t i o n  a s c e r t a i n s  t h a t  a p e r s o n  c e r t i f i e d  a s  i n d i g e n t  by t h e  c o u n t y  
was i n  f a c t  e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36-2901,  p a r a g r a p h  4.  s u b d i v i s i o n  
( b ) ,  item ( i i i ) ,  t h e  coun ty  s h a l l  r e i m b u r s e  t h e  Ar i zona  h e a l t h  c a r e  c o s t  
c o n t a i n m e n t  sys t em f o r  e x p e n s e s  i m p r o p e r l y  i n c u r r e d  by t h e  s y s t e m  i n  
p r o v i d i n g  h o s p i t a l i z a t i o n  and medica l  c a r e  a s  p r e s c r i b e d  i n  s e c t i o n  
36-2905.02. The Arizona h e a l t h  c a r e  c o s t  c o n t a i n m e n t  s y s t e m  a d m i n i s t r a t i o n  
and t h e  depa r tmen t  of  economic s e c u r i t y  may s h a r e  a l l  a p p l i c a n t  r e l a t e d  
i n f o r m a t i o n  p e r t a i n i n g  t o  t h i s  e l i g i b i l i t y  p r o c e s s  w i t h  t h e  c o u n t i e s .  The 
c o u n t i e s  s h a l l  receive f e d e r a l  monies  t h a t  are made a v a i l a b l e  f o r  t h e  
a d m i n i s t r a t i v e  c o s t s  a s s o c i a t e d  w i t h  comple t ing  t h e  a p p l i c a t i o n s  for p e r s o n s  
p o t e n t i a l l y  e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36-2901,  p a r a g r a p h  4.  s u b d i v i s i o n  
( b ) ,  item ( i i i ) .  

H. For t h e  purpose  o f  d e t e r m i n i n g  i n d i g e n c y  p u r s u a n t  t o  s u b s e c t i o n  B 
o f  t h i s  s e c t i o n ,  t h e  coun ty  s h a l l  n o t  i n c l u d e  a s  income money t h a t  an 
a p p l i c a n t  o r  t h e  a p p l i c a n t ' s  household  r e c e i v e s  a s  a r e s u l t  o f  a s e t t l e m e n t  
ag reemen t  o r  a judgment i n  a l a w s u i t  b r o u g h t  a g a i n s t  a m a n u f a c t u r e r  o r  
d i s t r i b u t o r  o f  a g e n t  o range .  . . I .  1 .  ::3% Except  f o r  p e r s o n s  a p p l y i n g  u n d e r  
s u b s e c t i o n  G of  t h i s  section.  a l l  p e r s o n s  who a r e  h o s p i t a l i z e d  and who a r e  
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applying f o r  e l i g i b i l i t y  o r  who are r e c e r t i f i e d  pursuant t o  sect ion 36-2901. 
paragraph 4. subd iv i s ion  ( c )  and who are  p o t e n t i a l l y  e l i g i b l e  pursuant t o  
sec t ion  36-2901. paragraph 4. subd iv i s ion  (b )  as i d e n t i f i e d  by t h e  count ies 
through t h e  use o f  a screening t o o l  developed by t h e  department o f  economic 
s e c u r i t y  s h a l l  apply f o r  e l i g i b i l i t y  pursuant t o  s e c t i o n  36-2901. paragraph 
4, subd iv i s ion  (b )  and s h a l l  submit t h e  a p p l i c a t i o n  and copies o f  a l l  
v e r i f i c a t i o n  documents contained i n  t h e  case f i l e  a t  t h e  t ime o f  submission 
t o  t h e  department o f  economic s e c u r i t y  no l a t e r  than th ree  working days from 
t h e  date t h e  county completes t h e  a p p l i c a t i o n  process pursuant t o  t h i s  
subsection. The h o s p i t a l i z e d  person may be c e r t i f i e d  e l i g i b l e  pursuant t o  
t h i s  subsect ion on l y  u n t i l  t h e  end o f  t h e  second month fo l l ow ing  the month 
o f  c e r t i f i c a t i o n .  I f  t h e  department o f  economic s e c u r i t y  does n o t  make an 
e l i g i b i l i t y  determinat ion w i t h i n  t h i s  per iod  o f  t ime, t h e  county may c e r t i f y  
o r  r e c e r t i f y  the  person as med ica l l y  needy pursuant t o  t h i s  sect ion, pending 
a f i n a l  de terminat ion  by t h e  department o f  economic secu r i t y .  I f  a 
h o s p i t a l i z e d  person i s  determined i n e l i g i b l e  pursuant t o  sec t ion  36-2901. 
paragraph 4, s u b d i v i s i o n  (b), t h e  county s h a l l  extend t h e  person's 
e l i g i b i l i t y  as med ica l l y  needy pursuant t o  t h i s  subsection f o r  the  remainder 
o f  t h e  s i x  month e l i g i b i l i t y  per iod .  Fo l lowing t h e  s i x  month e l i g i b i l i t y  
per iod,  an e l i g i b i l i t y  redeterminat ion  may be made. Appl icants who refuse 
t o  cooperate i n  t h e  e l i g i b i l i t y  de terminat ion  process pursuant t o  t h i s  
subsection are not  e l i g i b l e  pursuant t o  t h i s  a r t i c l e .  A form expla in ing loss  
o f  b e n e f i t s  due t o  r e f u s a l  t o  cooperate s h a l l  be signed by the  appl icant .  
Refusal t o  cooperate s h a l l  not  be construed t o  mean t h e  appl icant 's  i n a b i l i t y  
t o  ob ta in  documentation requi red f o r  e l i g i b i l i t y  determinat ion. The county 
s h a l l  mainta in i n  i t s  own app l icant  f i l e s  copies o f  t h e  app l ica t ion  submitted 
t o  t h e  department o f  economic s e c u r i t y  i n  accordance w i t h  t h i s  subsection. 
The copies i n  t h e  county f i l e s  a re  sub jec t  t o  q u a l i t y  con t ro l  review by the  
admin is t ra t ion .  The count ies s h a l l  rece ive  fede ra l  monies t h a t  are made 
a v a i l a b l e  f o r  t h e  a d m i n i s t r a t i v e  cos ts  associated w i t h  making the  
a p p l i c a t i o n s  f o r  persons p o t e n t i a l l y  e l i g i b l e  pursuant t o  sec t ion  36-2901. 
paragraph 4. s u b d i v i s i o n  (b) .  

J. NOTWITHSTANDING ANY OTHER PROVISION OF LAW. BEGINNING JULY 1. 1996. 
PERSONS WHO ARE ELIGIBLE TO RECEIVE SERVICES PURSUANT TO THIS SECTION AND WHO 
ARE ALSO ELIGIBLE FOR MEDICARE COVERAGE I N  A HEALTH MAINTENANCE ORGANIZATION 
SHALL NOT BE DETERMINED OR REDETERMINED ELIGIBLE FOR SERVICES PURSUANT TO 
THIS SECTION. 

K. SUBSECTION J DOES NOT APPLY TO ELIGIBLE PERSONS OR MEMBERS WHO HAVE 
RECEIVED A TRANSPLANT. 

Sec. 3. Sect ion 13-3713, Arizona Revised Statutes,  i s  amended t o  read: 
13-3713. Considerat ion f o r  r e f e r r a l  o f  o a t i e n t .  c l i e n t  o r  

customer: f raud:  v i o l a t i o n :  c l a s s i f i c a t i o n  
A.  A person who knowingly o f f e r s ,  d e l i v e r s .  receives or  accepts any 

rebate, refund. commission. preference o r  other  considerat ion as compensation 
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f o r  r e f e r r i n g  a p a t i e n t ,  c l i e n t  o r  customer t o  any ind iv idua l .  pharmacy. 
l abora to ry .  c l i n i c  o r  hea l th  care  i n s t i t u t i o n  providing medical o r  
hea l th - r e l a t ed  se rv ices  or items pursuant t o  t i t l e  11,  chapter  2 ,  a r t i c l e  7 
or t i t l e  36, chapter  29. other  than s p e c i f i c a l l y  provided f o r  i n  accordance 
with t i t l e  11. chapter  2. a r t i c l e  7 or  t i t l e  36, chapter  29. i s  g u i l t y  of :  

1. A c l a s s  3 felony i f  t h e  considerat ion had a value of one thousand 
d o l l a r s  o r  more. 

2. A c l a s s  4 felony i f  t h e  consideration had a value of more than one 
hundred d o l l a r s  but  l e s s  than one thousand d o l l a r s .  

3. A c l a s s  6 felony i f  t h e  considerat ion had a value of one hundred 
d o l l a r s  o r  less. 

B. A person who knowingly presents f a l s e  information o r  misrepresents 
o r  conceals a mater ial  f a c t  on an applicat ion f o r  medical or  heal th coverage 
pursuant t o  t i t l e  36, chapter 29 o r  sect ion 11-291 o r  who knowingly f a i l s  t o  
n o t i f y  t h e  county of residence of a change i n  condit ions which, i f  
n o t i f i c a t i o n  had been made, would have resu l ted  i n  termination of e l i g i b i l i t y  
o r  change i n  e l i g i b i l i t y  s t a t u s  f o r  medical o r  hea l th  coverage pursuant t o  
t i t l e  36. chapter  29 o r  s ec t ion  11-291 i s  g u i l t y  of a c l a s s  6 felony.  

C. A person who knowingly obtains o r  at tempts  t o  obta in  medical o r  
heal th coverage pursuant t o  t i t l e  36, chapter 29 o r  sec t ion  11-291 by t h e  use 
of any means of i d e n t i f i c a t i o n  not authorized by t h e  Arizona heal th care cos t  
containment system adminis t ra t ion  or  by t h e  use of any means of 
i d e n t i f i c a t i o n  authorized by the Arizona heal th care  cos t  containment system 
adminis t ra t ion  which has been o r  would have been f r audu len t ly  acquired i s  
g u i l t y  o f :  

1. A c l a s s  5 felony i f  t h e  value of t h e  medical o r  h e a l t h  coverage or  
attempted coverage i s  one thousand d o l l a r s  o r  more. 

2. A c l a s s  6 felony i f  t h e  value of t h e  medical o r  h e a l t h  coverage or 
attempted coverage exceeds one hundred do l l a r s  but i s  l e s s  t h a n  one thousand 
do1 1 a r s .  

3. A c l a s s  1 misdemeanor i f  the  value of t h e  medical o r  hea l th  
coverage o r  attempted coverage i s  one hundred d o l l a r s  o r  l e s s .  

0. A person who knowingly coun te r f e i t s  o r  a l t e r s  any means of 
i d e n t i f i c a t i o n  o r  uses.  t r a n s f e r s ,  acquires  o r  possesses counter fe i ted  or 
a l t e red  i d e n t i f i c a t i o n  f o r  t h e  purpose of f r audu len t ly  obta in ing  medical o r  
heal th coverage pursuant t o  t i t l e  36. chapter 29 o r  sec t ion  11-291 i s  g u i l t y  
of a c l a s s  4 fe lony.  

E. A person lawfully e n t i t l e d  t o  medical o r  hea l th  coverage pursuant 
t o  t i t l e  36, chapter  29 or  s ec t ion  11-291 who knowingly f u r n i s h e s .  gives o r  
lends  h i s  means of  i d e n t i f i c a t i o n  t o  any person f o r  t h e  purpose of 
f r audu len t ly  ob ta in ing  medical o r  heal th coverage pursuant t o  t i t l e  36, 
chapter  29 or s e c t i o n  11-291 i s  g u i l t y  of a c l a s s  6 felony.  
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F. A PERSON WHO KNOWINGLY AIDS OR ABETS ANOTHER PERSON AS PRESCRIBED 
B Y  SECTION 13-301, 13-302 O R  13-303 IN THE COMMISSION OF AN OFFENSE UNDER 
THIS SECTION OR SECTION 36-2905.04 IS GUILTY OF A CLASS 5 FELONY. 

Cr G. The county at torney of the  county in which t h e  v i o l a t i o n  occurs 
and the a t torney  general have concurrent  j u r i s d i c t i o n  t o  prosecute a l l  
v io l a t ions  s p e c i f i e d  i n  t h i s  s ec t ion .  

Sec. 4 .  Sect ion 36-2903.01. Arizona Revised S t a t u t e s ,  i s  amended t o  
read: 

36-2903.01. Additional vowers and d u t i e s :  v i o l a t i o n ;  
c l a s s i f i c a t i o n  

A.  The d i r e c t o r  may adopt rules which provide t h a t  t h e  system may 
withhold o r  f o r f e i t  payments t o  be made t o  a  nonprovider by t h e  system i f  t h e  
nonprovider f a i l s  t o  comply with the provisions of t h i s  a r t i c l e  o r  r u l e s  
adopted pursuant t o  t h i s  a r t i c l e  which r e l a t e  t o  t h e  s p e c i f i c  s e rv ices  
rendered f o r  which a  claim f o r  payment i s  made. 

B. The d i r e c t o r  s h a l l :  
1. Prescr ibe  uniform forms t o  be used by a l l  p roviders  and sha l l  

prescr ibe  and fu rn i sh  uniform forms and procedures, i nc lud ing  methods of 
i d e n t i f i c a t i o n  of members, t o  count ies  t o  be used fo r  determining and 
report ing e l i g i b i l i t y  of members. The r u l e s  may inc lude  requirements t h a t  
a n  appl icant  s h a l l  personal ly complete o r  a s s i s t  i n  the completion of 
e l i g i b i l i t y  app l i ca t ion  forms. except i n  s i t u a t i o n s  i n  which t h e  person i s  
disabled.  The a u d i t o r  general s h a l l  make recommendations t o  t h e  d i r e c t o r  
regarding t h e  format of forms i n  order  t o  ensure t h a t  t h e  system records a re  
readi ly  ava i l ab le .  

2. Enter i n t o  an interagency agreement with t h e  department of economic 
secu r i ty  under which t h e  department of economic s e c u r i t y  s h a l l  be required 
t o  determine t h e  e l i g i b i l i t y  of a l l  persons defined pursuant  t o  s ec t ion  
36-2901, paragraph 4. subdivis ion (b)  and ensure t h a t  t h e  e l i g i b i l i t y  process 
i s  designed t o  maximize t h e  enrollment of such persons with t h e  county of 
residence.  A t  the admin i s t r a t ion ' s  opt ion .  t h e  interagency agreement may 
allow t h e  adminis t ra t ion  t o  determine t h e  e l i g i b i l i t y  of c e r t a i n  persons 
including those defined pursuant t o  sec t ion  36-2901. paragraph 4. subdivision 
( b ) .  As p a r t  of t h e  agreement, t h e  adminis t ra t ion  s h a l l  recoup from t h e  
department of economic secu r i ty  a l l  federa l  f i s c a l  sanct ions t h a t  r e s u l t  from 
the  department of economic s e c u r i t y ' s  inaccura te  e l i g i b i l i t y  determinat ions 
f o r  t hese  persons. 

3. Enter i n t o  an interagency agreement with the  department of economic 
secu r i ty  which s h a l l  r e q u i r e  t h e  department of economic s e c u r i t y  t o  no t i fy  
the  administrat ion of persons determined e l i g i b l e  f o r  the f ede ra l  food stamp 
program ( P . L .  95-113: 91 S t a t .  958-9791 f o r  t h e  purpose of determining 
e l i g i b i l i t y  f o r  t h e  system pursuant t o  sec t ion  36-2905.03. 

4. By r u l e  e s t a b l i s h  a grievance and appeal procedure f o r  use by 
providers ,  nonproviders who submit claims f o r  payment f o r  hosp i t a l i za t ion  and 
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medical care t o  the  system or t o  providers, counties, members. e l i g i b l e  
persons, those persons who apply t o  be providers and those persons who apply 
t o  be members. including persons who have been determined t o  be i n e l i g i b l e  
fo r  system coverage by a  county e l i g i b i l i t y  worker or a  special e l i g i b i l i t y  
o f f i c e r .  Grievance procedures for  providers and nonproviders shal l  cover 
grievances a r i s ing  pursuant t o  t h i s  a r t i c l e .  The grievance and appeal 
procedure shall  contain provisions related t o  the notice t o  be provided t o  
aggrieved par t ies ,  including not i f icat ion of f inal  decisions, complaint 
processes and internal  appeals mechanisms. Any grievance a n d  appeal 
procedure not specified pursuant t o  t h i s  paragraph, b u t  ident i f ied pursuant 
t o  t i t l e  41, chapter 6, also applies. The director shall  render a decision 
on each e l i g i b i l i t y  appeal and each member grievance no l a t e r  than ninety 
days from the date the  administration receives the request fo r  a hearing 
unless the  hearing i s  postponed or rescheduled a t  the request of a l l  of t he  
pa r t i e s  or the par t i es  agree t o  or the hearing of f ice r  orders a  fu r ther  
extension. I f  a  decision i s  not rendered w i t h i n  the time required by t h i s  
paragraph the  i n i t i a l  decision shall  be considered the  f inal  decision.  If 
a person i s  d i s sa t i s f i ed  with the f inal  decision, the person may f i l e  fo r  
judicia l  review under t i t l e  12. chapter 7 ,  a r t i c l e  6. 

5. Apply for  and accept federal funds available under t i t l e  X I X  of the  
social security ac t  (P.L. 89-97: 79 Stat .  344: 42 United States Code section 
1396 (1980))  in support of the  system. The application made by the  director  
pursuant t o  t h i s  paragraph shall  be designed t o  qualify for  federal f u n d i n g  
primarily on a prepaid capitated basis. Such funds may be used only fo r  the  
support of persons defined as e l i g ib l e  pursuant t o  t i t l e  X I X  of t he  socia l  
s ecu r i t y  a c t  (P.L. 89-97; 79 Stat .  344; 42 United States Code sect ion 1396 
(1980)).  

C. The director  i s  authorized t o  apply for any federal funds available 
fo r  the  support of programs t o  investigate and prosecute violations a r i s ing  
from the administration and operation of the system. Available s t a t e  funds 
appropriated for  the  administration a n d  operation of the  system may be used 
as matching funds t o  secure federal funds pursuant t o  t h i s  subsection. 

D. The d i rec tor  shall  adopt rules for use by the counties in 
determining whether an applicant i s  a resident of t h i s  s t a t e  and of the  
county and, beginning July 1, 1993, i s  e i ther  a  ci t izen of the United States  
or meets the  alienage requirements established pursuant t o  t i t l e  X I X  of the  
socia l  secur i ty  act .  The rules shall  require t h a t  s t a t e  residency i s  not 
established unless the  requirements of paragraphs 1 a n d  2 of t h i s  subsection 
a re  met o r  unless residency i s  proved pursuant t o  paragraph 3 of t h i s  
subsection: 

1. The applicant produces one of the  following: 
( a )  A recent Arizona rent  or mortgage receipt or u t i l i t y  b i l l .  
(b )  A current Arizona motor vehicle dr iver ' s  l icense.  
( c )  A current Arizona motor vehicle regis t ra t ion.  
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( d )  A document showing tha t  the applicant i s  employed in  t h i s  s t a t e .  
( e l  A document showing t h a t  the applicant has registered with a pub1 i c  

or private employment service in t h i s  s t a t e .  
( f )  Evidence tha t  the  applicant has enrolled kis THE APPLICANT'S 

children in a school i n  t h i s  s t a t e .  
( g )  Evidence that  the applicant i s  receiving public assistance in t h i s  

s t a t e .  
( h )  Evidence of regis t ra t ion t o  vote in t h i s  s t a t e .  
2 .  The applicant signs a n  a f f i dav i t  a t t e s t i n g  t h a t  a l l  of the  

following apply to W n  THE APPLICANT: 
( a )  tle THE APPLICANT does n o t  own or  l ease  a residence outside t h i s  

s t a t e .  
( b )  tle THE APPLICANT does not own or lease  a motor vehicle registered 

outside t h i s  s t a t e .  
( c )  He THE APPLICANT i s  not receiving public assistance outside t h i s  

s t a t e .  As used in t h i s  subdivision, "public assistance" does not include 
unemployment insurance benefits .  

(dl He THE APPLICANT i s  actively seeking employment in t h i s  s t a t e  i f  
he i s  able t o  work and i s  not employed. 

3. An applicant who does not meet the  requirements of paragraph 1 or  
2 of t h i s  subsection may apply t o  have residency determined by a special 
e l i g i b i l i t y  off icer  who shal l  be appointed by the  county board of 
supervisors. The special e l i g i b i l i t y  o f f i ce r  sha l l  receive any proof of 
residency offered by the applicant a n d  may inquire i n to  any f ac t s  relevant 
t o  the question of residency. A determination of residency shal l  not be 
granted unless a preponderance of t he  credible  evidence supports the  
applicant 's  in tent  t o  remain indef ini te ly  in t h i s  s t a t e .  A denial of a 
determination of residency may be appealed in the  same manner as any other 
denial of e l i g i b i l i t y  for the  system. 

4. An applicant who has relocated t o  t h i s  s t a t e  from another s t a t e  or  
foreign country within s ix  months before the  date  of application for  the  
purpose of obtaining s t a t e  ass is ted medical care pursuant t o  t h i s  a r t i c l e  
shall have +& THE APPLICANT'S residency determined by a special e l i g i b i l i t y  
o f f i ce r  appointed pursuant t o  paragraph 3 of t h i s  subsection. The special 
e l i g i b i l i t y  off icer  shall require, a t  a minimum, compliance with paragraphs 
1 and 2 of t h i s  subsection. The special e l i g i b i l i t y  o f f ice r  shall  a l so  
receive any additional proof of residency offered by the  applicant and may 
inquire in to  any facts  relevant t o  the  question of residency. A 
determination of residency shall  not be made unless a preponderance of the  
credible evidence supports the  appl icant ' s  i n t en t  t o  remain indef ini te ly  in 
t h i s  s t a t e .  A denial of the  determination of residency may be appealed i n  
the same manner as any other denial of e l i g i b i l i t y  fo r  the  system. 

E. In accordance w i t h  consti tutional standards a n d  pursuant t o  
subsection D of  t h i s  section.  the d i rec tor  of the  department of economic 
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security shall  es tabl ish  and maintain residency standards for those public 
benefit programs related t o  e l i g i b i l i t y  in the  system which are equivalent 
t o  those residency standards established fo r  the  purposes of t h i s  a r t i c l e .  

F. The d i rec tor  may ad.opt rules  t o  do the  following: 
1. Authorize advance payments based on estimated l i a b i l i t y  t o  a 

provider or a nonprovider a f t e r  the  provider or nonprovider has submitted a 
claim for  services and before t h e  claim i s  ultimately resolved. The rules 
shall specify t h a t  any advance payment shall  be conditioned on the  execution 
pr ior  t o  payment of a contract w i t h  the provider or nonprovider which 
requires the administration t o  retain a specified percentage, which shall be 
a t  l e a s t  twenty per cent,  of the claimed amount as security and which 
requires repayment t o  the administration i f  the  administration makes a n y  
overpayment. 

2 .  Defer l i a b i l i t y ,  i n  whole or  i n  part ,  of prepaid capitated contract 
providers fo r  care provided t o  members who are hospitalized on the  date of 
enrollment or under other circumstances. Payment shall  be on a capped 
fee-for-service basis fo r  services other t h a n  hospital services a n d  a t  the 
ra te  established pursuant t o  subsection I or J  of t h i s  section fo r  hospital 
services or a t  the r a t e  p a i d  by the  health plan, whichever i s  l e s s .  

G .  The d i rec tor  shall  adopt rules which fur ther  specify the medical 
care and  hospital services which a re  covered by the system pursuant t o  
section 36-2907. 

H. In addition t o  the  rules otherwise specified i n  t h i s  a r t i c l e ,  the 
director may adopt necessary rules pursuant t o  t i t l e  41, chapter 6 t o  carry 
out t h i s  a r t i c l e .  Rules adopted by the  director pursuant t o  t h i s  subsection 
shall  consider the differences between rural and urban conditions on the 
delivery of hospi ta l izat ion and  medical care. 

I .  For inpat ient  hospital admissions and a l l  outpatient  hospital 
services before March 1. 1993. the administration shall  reimburse a  
hospital 's  adjusted b i l l ed  charges according t o  the following procedures: 

1. The d i rec tor  shall  a d o p t  rules which. fo r  services rendered from 
and a f t e r  September 30. 1985 unti l  October 1. 1986, define "adjusted bil led 
charges" as t h a t  reimbursement level which has the effect  of holding constant 
whichever of the following i s  applicable: 

( a )  The schedule of ra tes  and charges f o r  a hospital i n  e f fect  on 
April 1. 1984 as f i l e d  pursuant t o  chapter 4. a r t i c l e  3  of t h i s  t i t l e .  

( b )  The schedule of ra tes  and  charges f o r  a hospital which became 
ef fec t ive  a f t e r  May 31. 1984 b u t  pr ior  t o  July 2. 1984. i f  the  hospital 's  
previous r a t e  schedule became ef fec t ive  prior t o  April 30, 1983. 

( c )  The schedule of ra tes  a n d  charges f o r  a hospital which became 
effective a f t e r  May 31. 1984 b u t  pr ior  t o  July 2. 1984. limited t o  f ive  per 
cent over the  hosp i ta l ' s  previous r a t e  schedule. and  i f  the  hospital 's  
previous ra te  schedule became effect ive  on or a f t e r  April 30. 1983 b u t  prior 
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t o  O c t o b e r  1, 1983 .  For  t h e  pu rposes  o f  t h i s  p a r a g r a p h  " c o n s t a n t "  means 
equa l  t o  o r  l ower  t h a n .  

2 .  The d i r e c t o r  s h a l l  adopt  rules which,  f o r  s e r v i c e s  r e n d e r e d  f rom 
and a f t e r  September  30. 1986.  d e f i n e  " a d j u s t e d  b i l l e d  c h a r g e s "  a s  t h a t  
r e i m b u r s e m e n t  l e v e l  which has  t h e  e f f e c t  o f  i n c r e a s i n g  by f o u r  p e r  c e n t  a  
h o s p i t a l ' s  reimbursement l e v e l  i n  effect on October  1, 1985 as p r e s c r i b e d  i n  
p a r a g r a p h  1 o f  t h i s  s u b s e c t i o n .  Beg inn ing  J a n u a r y  1. 1991,  t h e  Ar i zona  
h e a l t h  c a r e  c o s t  c o n t a i n m e n t  sys tem a d m i n i s t r a t i o n  s h a l l  d e f i n e  " a d j u s t e d  
b i l l e d  c h a r g e s "  a s  t h e  re imbursement  l e v e l  d e t e r m i n e d  p u r s u a n t  t o  t h i s  
s e c t i o n ,  i n c r e a s e d  by two and o n e - h a l f  p e r  c e n t .  

3. I n  no e v e n t  s h a l l  a  h o s p i t a l ' s  a d j u s t e d  b i l l e d  c h a r g e s  exceed  t h e  
h o s p i t a l ' s  s c h e d u l e  o f  rates and c h a r g e s  f i l e d  w i t h  t h e  depa r tmen t  of  h e a l t h  
s e r v i c e s  and  i n  e f f e c t  p u r s u a n t  t o  c h a p t e r  4 ,  a r t i c l e  3 o f  t h i s  t i t l e .  

4. For s e r v i c e s  r ende red  the a d m i n i s t r a t i o n  s h a l l  n o t  pay a h o s p i t a l ' s  
a d j u s t e d  b i l l e d  c h a r g e s  i n  excess of  t h e  f o l l o w i n g :  

( a )  If t h e  h o s p i t a l ' s  b i l l  i s  p a i d  w i t h i n  t h i r t y  d a y s  o f  the d a t e  t h e  
b i l l  was r e c e i v e d ,  e i g h t y - f i v e  p e r  c e n t  o f  t h e  a d j u s t e d  b i l l e d  c h a r g e s .  

( b )  If t h e  h o s p i t a l ' s  b i l l  i s  p a i d  any time a f t e r  t h i r t y  d a y s  b u t  
w i t h i n  s i x t y  d a y s  o f  t h e  d a t e  t h e  b i l l  was r e c e i v e d .  n i n e t y - f i v e  p e r  c e n t  of 
t h e  a d j u s t e d  b i l l e d  c h a r g e s .  

( c )  I f  t h e  h o s p i t a l ' s  b i l l  is  p a i d  any time a f t e r  s i x t y  d a y s  o f  t h e  
d a t e  t h e  b i l l  was r e c e i v e d .  one  hundred p e r  c e n t  o f  t h e  a d j u s t e d  b i l l e d  
c h a r g e s .  

5 .  The d i r e c t o r  s h a l l  d e f i n e  by r u l e  the method o f  d e t e r m i n i n g  when 
a  h o s p i t a l  b i l l  will be  c o n s i d e r e d  r e c e i v e d  and when a  h o s p i t a l ' s  b i l l e d  
c h a r g e s  w i l l  be c o n s i d e r e d  p a i d .  Payment r e c e i v e d  by a  h o s p i t a l  f rom t h e  
a d m i n i s t r a t i o n  p u r s u a n t  t o  t h i s  s u b s e c t i o n  o r  from a  p r o v i d e r  e i t h e r  by 
c o n t r a c t  o r  p u r s u a n t  t o  s e c t i o n  36-2904.  s u b s e c t i o n  K s h a l l  b e  c o n s i d e r e d  
payment o f  t h e  h o s p i t a l  b i l l  i n  f u l l ,  e x c e p t  t h a t  a  h o s p i t a l  may c o l l e c t  any  
unpa id  p o r t i o n  o f  i t s  b i l l  f rom o t h e r  t h i r d  p a r t y  payor s  o r  i n  s i t u a t i o n s  
c o v e r e d  by t i t l e  33, c h a p t e r  7 ,  a r t i c l e  3. 

J .  For i n p a t i e n t  h o s p i t a l  admiss ions  and o u t p a t i e n t  h o s p i t a l  s e r v i c e s  
on and a f t e r  March 1, 1993  t h e  a d m i n i s t r a t i o n  s h a l l  a d o p t  r u l e s  f o r  t h e  
re imbursement  o f  h o s p i t a l s  a c c o r d i n g  t o  t h e  f o l l o w i n g  p r o c e d u r e s :  

1. For  i n p a t i e n t  h o s p i t a l  s t a y s ,  t h e  a d m i n i s t r a t i o n  s h a l l  use a  
p r o s p e c t i v e  t i e r e d  p e r  diem methodology,  u s i n g  h o s p i t a l  p e e r  g r o u p s  i f  
a n a l y s i s  shows t h a t  c o s t  d i f f e r e n c e s  can  be a t t r i b u t e d  t o  i n d e p e n d e n t l y  
d e f i n a b l e  f e a t u r e s  t h a t  h o s p i t a l s  w i t h i n  a  p e e r  g roup  s h a r e .  I n  p e e r  
g r o u p i n g  t h e  a d m i n i s t r a t i o n  may c o n s i d e r  such  f a c t o r s  a s  l e n g t h  o f  s t a y  
d i f f e r e n c e s  and l a b o r  market  v a r i a t i o n s .  I f  t h e r e  a r e  no c o s t  d i f f e r e n c e s ,  
t h e  a d m i n i s t r a t i o n  s h a l l  implement a  s t o p  l o s s - s t o p  g a i n  or  similar 
mechanism. Any s t o p  l o s s - s t o p  ga in  o r  s i m i l a r  mechanism s h a l l  e n s u r e  t h a t  
t h e  t i e r e d  p e r  diem r a t e s  a s s igned  t o  a  h o s p i t a l  do n o t  r e p r e s e n t  less t h a n  
n i n e t y  p e r  cent o f  i t s  1990 b a s e  y e a r  c o s t s  o r  more t h a n  one  hundred t e n  p e r  
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cen t  of i t s  1990 base year  c o s t s .  ad jus t ed  by a n  a u d i t  f a c t o r .  during t h e  
period of March 1. 1993 through September 30. 1994. The t i e r e d  per diem 
r a t e s  s e t  f o r  hosp i t a l s  s h a l l  r ep resen t  no l e s s  than eighty-seven and 
one-half  per cent  or  more than one hundred twelve and one-half per cent of 
i t s  1990 base year  cos ts .  adjusted by an a u d i t  f a c t o r .  from October 1 ,  1994 
through September 30. 1995 and no l e s s  than e ighty- f ive  per cent or  more than 
one hundred f i f t e e n  per cent of  i t s  1990 base year  c o s t s ,  ad jus ted  by an 
a u d i t  f a c t o r .  from October 1. 1995 through September 30, 1996. For t h e  
periods a f t e r  September 30, 1996 no s t o p  lo s s - s top  gain o r  s imi l a r  mechanisms 
sha l l  be i n  e f f e c t .  An adjustment i n  t h e  s t o p  loss-s top  gain percentage may 
be made t o  ensure t h a t  t o t a l  payments do not  i nc rease  as  a  result of t h i s  
provision.  I f  peer groups a r e  used the  adminis t ra t ion  s h a l l  e s t a b l i s h  
i n i t i a l  peer group designat ions f o r  each hospi ta l  before implementation of 
t h e  per diem system and sha l l  reanalyze such groupings only a t  t h e  time 
payments a r e  reca lcula ted  pursuant t o  paragraph 3 of t h i s  subsect ion.  The 
admin i s t r a t ion  may a l s o  use a  negot ia ted  r a t e  methodology. The t i e r e d  per 
diem methodology may include s e p a r a t e  cons idera t ion  f o r  s p e c i a l t y  hosp i t a l s  
which l i m i t  t h e i r  provision of s e rv ices  t o  s p e c i f i c  pa t i en t  populations, such 
as  r e h a b i l i t a t i v e  pa t ien ts  o r  ch i ldren .  The i n i t i a l  per diem ra t e s  sha l l  be 
based upon hospi tal  claims and encounter  da ta  f o r  d a t e s  of s e rv ice  November 
1, 1990 through October 31. 1991 and processed through May of 1992. 

2. For r a t e s  e f f e c t i v e  on October 1, 1994, and annually t h e r e a f t e r .  
t h e  adminis t ra t ion  sha l l  a d j u s t  t i e r e d  per  diem payments f o r  i n p a t i e n t  
hospi ta l  ca re  by the data  resources incorporated market basket index f o r  
prospect ive  payment system h o s p i t a l s  and s h a l l  a l s o  ad jus t  payments t o  
r e f l e c t  changes i n  length of s t a y .  

3 .  BY October 1. H93 1998, the adminis t ra t ion  sha l l  
r eca l cu la t e  t h e  per diem payments p:, :T . . using an updated da ta  base of hospi ta l  claims and 
encounters .  

4. For ou tpa t i en t  hospi ta l  s e r v i c e s .  the  adminis t ra t ion  sha l l  
reimburse a  hospi ta l  by applying a  hospi ta l  s p e c i f i c  ou tpa t i en t  
cos t - to-charge  r a t i o  t o  t h e  b i l l e d  charges .  

5. Except i f  submitted under a n  e l e c t r o n i c  claims submission system. 
a  hosp i t a l  b i l l  i s  considered received f o r  purposes of THIS paragraph €-& 

upon i n i t i a l  r e c e i p t  of t h e  l e g i b l e ,  e r r o r - f r e e  claim form 
by the adminis t ra t ion  i f  the claim inc ludes  t h e  following e r r o r - f r e e  
documentation i n  l e g i b l e  form: 

( a )  An admission face  shee t .  
( b )  An i temized statement .  
( c )  An admission h i s to ry  and phys ica l .  
(d )  A discharge summary or an i n t e r i m  summary i f  t h e  claim i s  s p l i t .  
( e )  An emergency record, i f  admission was through t h e  emergency room. 
( f )  Operative repor ts .  i f  a p p l i c a b l e .  



( g )  A l a b o r  and  d e l i v e r y  room r e p o r t .  i f  a p p l i c a b l e .  
Payment r e c e i v e d  by a  h o s p i t a l  from t h e  a d m i n i s t r a t i o n  p u r s u a n t  t o  t h i s  
s u b s e c t i o n  or  f rom a  p r o v i d e r  e i t h e r  by c o n t r a c t  o r  p u r s u a n t  t o  s e c t i o n  
3 6 - 2 9 0 4 ,  s u b s e c t i o n  K i s  c o n s i d e r e d  payment by t h e  a d m i n i s t r a t i o n  o r  t h e  
p r o v i d e r  o f  t h e  a d m i n i s t r a t i o n ' s  o r  p r o v i d e r ' s  l i a b i l i t y  f o r  t h e  h o s p i t a l  
b i l l .  A h o s p i t a l  may c o l l e c t  any  unpaid p o r t i o n  of  i t s  b i l l  from o t h e r  t h i r d  
p a r t y  p a y o r s  o r  i n  s i t u a t i o n s  cove red  by t i t l e  33. c h a p t e r  7 ,  a r t i c l e  3. 

6 .  For  s e r v i c e s  r e n d e r e d  on and a f t e r  October  1. 1997.  t h e  
a d m i n i s t r a t i o n  s h a l l  pay a  h o s p i t a l ' s  rate e s t a b l i s h e d  a c c o r d i n g  t o  this 
s e c t i o n  s u b j e c t  t o  t h e  f o l l o w i n g :  

( a )  Except  fo r  members who a r e  e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36-2901.  
p a r a g r a p h  4 ,  s u b d i v i s i o n s  ( a ) .  ( c ) .  ( h )  and (j), i f  t h e  h o s p i t a l ' s  b i l l  i s  
p a i d  w i t h i n  t h i r t y  d a y s  o f  t h e  d a t e  t h e  b i l l  was r e c e i v e d .  t h e  a d m i n i s t r a t i o n  
s h a l l  pay n i n e t y - n i n e  p e r  c e n t  of t h e  r a t e .  

( b )  If t h e  h o s p i t a l ' s  b i l l  i s  p a i d  a f t e r  t h i r t y  d a y s  b u t  w i t h i n  s i x t y  
d a y s  of t h e  d a t e  t h e  b i l l  was r e c e i v e d ,  t h e  a d m i n i s t r a t i o n  s h a l l  pay one  
hundred  p e r  c e n t  of t h e  r a t e .  

( c )  I f  t h e  h o s p i t a l ' s  b i l l  i s  p a i d  any time a f t e r  s i x t y  days  of t h e  
d a t e  t h e  b i l l  was r e c e i v e d ,  the a d m i n i s t r a t i o n  s h a l l  pay one  hundred p e r  c e n t  
o f  t h e  r a t e  p l u s  a f e e  o f  one  p e r  c e n t  p e r  month f o r  e a c h  month o r  p o r t i o n  
o f  a  month f o l l o w i n g  t h e  s i x t i e t h  day o f  r e c e i p t  of t h e  b i l l  u n t i l  t h e  d a t e  
o f  payment.  

7 .  I n  d e v e l o p i n g  t h e  re imbursement  methodology,  i f  a  r ev iew o f  t h e  
r e p o r t s  f i l e d  by a  h o s p i t a l  p u r s u a n t  t o  s e c t i o n  36-125.04 i n d i c a t e s  t h a t  
f u r t h e r  i n v e s t i g a t i o n  i s  c o n s i d e r e d  n e c e s s a r y  t o  v e r i f y  t h e  a c c u r a c y  o f  t h e  
i n f o r m a t i o n  i n  the r e p o r t s .  t h e  a d m i n i s t r a t i o n  may examine the h o s p i t a l ' s  
r e c o r d s  and  a c c o u n t s  r e l a t e d  t o  t h e  r e p o r t i n g  r e q u i r e m e n t s  of  s e c t i o n  
36-125.04 .  The a d m i n i s t r a t i o n  s h a l l  b e a r  t h e  c o s t  i n c u r r e d  i n  c o n n e c t i o n  
w i t h  t h i s  e x a m i n a t i o n  u n l e s s  t h e  a d m i n i s t r a t i o n  f i n d s  t h a t  t h e  r e c o r d s  
examined a r e  s i g n i f i c a n t l y  d e f i c i e n t  o r  i n c o r r e c t .  i n  which c a s e  t h e  
a d m i n i s t r a t i o n  may c h a r g e  t h e  c o s t  o f  t h e  i n v e s t i g a t i o n  t o  t h e  h o s p i t a l  
examined.  

8. Except  f o r  p r i v i l e g e d  medical i n f o r m a t i o n ,  t h e  a d m i n i s t r a t i o n  s h a l l  
make a v a i l a b l e  f o r  p u b l i c  i n s p e c t i o n  t h e  cost and c h a r g e  d a t a  and  t h e  
c a l c u l a t i o n s  used  by the a d m i n i s t r a t i o n  t o  d e t e r m i n e  payments unde r  t h e  
t i e r e d  p e r  d iem sys t em,  p rov ided  t h a t  i n d i v i d u a l  h o s p i t a l s  a r e  n o t  i d e n t i f i e d  
by name. The a d m i n i s t r a t i o n  s h a l l  make t h e  d a t a  and c a l c u l a t i o n s  a v a i l a b l e  
f o r  p u b l i c  i n s p e c t i o n  d u r i n g  r e g u l a r  b u s i n e s s  hours  and s h a l l  p rov ide  c o p i e s  
o f  t h e  d a t a  and  c a l c u l a t i o n s  t o  i n d i v i d u a l s  r e q u e s t i n g  such  c o p i e s  w i t h i n  
t h i r t y  days  of r e c e i p t  o f  a written r e q u e s t .  The a d m i n i s t r a t i o n  may c h a r g e  
a  r e a s o n a b l e  fee f o r  t h e  p r o v i s i o n  o f  t h e  d a t a  o r  i n f o r m a t i o n .  

9 .  The p r o s p e c t i v e  t i e r e d  p e r  diem payment methodology f o r  i n p a t i e n t  
h o s p i t a l  s e r v i c e s  s h a l l  i n c l u d e  a mechanism f o r  t h e  p r o s p e c t i v e  payment o f  
i n p a t i e n t  h o s p i t a l  c a p i t a l  r e1  a t e d  c o s t s .  During a  t e n - y e a r  t r a n s i t i o n  
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period, capital payment shall  include hospital specif ic  a n d  statewide average 
amounts. For ra tes  e f fec t ive  October 1. 1994 a n d  annually thereaf te r .  the 
hospital spec i f ic  capital  costs audited or adjusted t o  r e f l ec t  a u d i t  shall 
be rebased. The statewide average capital payment as a per cent of to ta l  
payment in no case may exceed the percentage of capital t o  to ta l  costs in the 
original  base year of the prospective per diem methodology. In years when 
hospital costs are rebased, to ta l  capital payments on a statewide basis may 
n o t  exceed the original base year per cent t h a t  capi ta l  represents of to ta l  
statewide payments unless the  statewide average percentage of capi ta l  costs 
t o  t o t a l  hospital costs i s  l e s s  t h a n  the national average percentage of 
capital costs t o  to ta l  hospital costs .  After the  ten year t ransi t ion period, 
capital costs shall  be based upon statewide averages and will be included in 
the  t iered per diem ra tes .  

K. The di rector  may a d o p t  rules which specify enrollment procedures 
including notice t o  providers of enrollment. The rules may provide for  
varying time limits for enrollment i n  different s i tuat ions .  The  rules shall 
provide for  continuous enrollment of a pregnant woman who i s  determined 
e l ig ib le  pursuant t o  section 11-297 o r  36-2905 a n d  whose condition of 
pregnancy i s  c l i n i ca l l y  ver i f ied in writing by a health care professional 
licensed pursuant t o  t i t l e  32, chapter 13, 15. 17 or 25 or chapter 6, a r t i c l e  
7 of t h i s  t i t l e  until the  l a s t  day of the month a f t e r  the month of the 
estimated date of delivery. The rules shall provide t h a t  as a condition of 
continuous enrollment pursuant t o  t h i s  subsection the woman must not i fy  her 
county of residence and provide necessary ver i f icat ion of her pregnancy a n d  
estimated d a t e  of delivery before the end of her ce r t i f i c a t i on  period. The 
rules shall specify the procedures by which the  county shall  not i fy  the 
administration t h a t  a pregnant woman qualif ies fo r  continuous enrollment and 
shall specify procedures f o r  the p r e g n a n t  woman t o  notify the county of a n y  
change i n  her financial or c l in ica l  s ta tus  t h a t  might disqualify her from 
continuous enrollment pursuant t o  t h i s  subsection. Pursuant t o  rules adopted 
by the  director .  a child born t o  a woman under continuous enrollment shall  
a l so  be enrolled unti l  the l a s t  day of the month a f t e r  the  month of the 
estimated date of delivery. T h i s  subsection does not prevent a person from 
qualifying for  continued e l i g i b i l i t y  as otherwise provided in section 11-297 
or t h i s  a r t i c l e .  The administration shall 

SPECIFY IN CONTRACT WHEN a person WHO has been determined 
e l i g ib l e  & will be PROSPECTIVELY enrolled with t h a t  provider and  the 
provider will on the  date of enrollment be responsible fo r  health a n d  medical 
services t o  the person. 

L. The administration may make d i rec t  payments t o  hospitals  for 
hospitalization a n d  medical care provided t o  a member i n  accordance with the 
provisions of t h i s  a r t i c l e  and  rules.  The director  may adopt rules which 
shal l  establish the  procedures by which the administration shall  pay 
hospitals  pursuant t o  t h i s  subsection i f  a provider f a i l s  t o  make timely 
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payment t o  a hosp i t a l .  Such payment s h a l l  be a t  a level determined pursuant 
t o  sec t ion  36-2904. subsection 3 o r  K. The d i r e c t o r  may withhold payment due 
t o  a provider i n  the  amount of any payment made d i r e c t l y  t o  a hospital by t h e  
adminis t ra t ion  on behalf of a provider  pursuant t o  t h i s  subsect ion.  

M. The d i r e c t o r  sha l l  e s t a b l i s h  a spec ia l  uni t  within t h e  
adminis t ra t ion  f o r  t h e  purpose of monitoring t h e  t h i r d  par ty  payment 
c o l l e c t i o n s  required by providers  and nonproviders pursuant t o  sec t ion  
36-2903, subsect ion C .  paragraph 10 and subsect ion G and sec t ion  36-2915, 
subsec t ion  E. The d i r e c t o r  s h a l l  determine by r u l e :  

1. The type of t h i r d  party payments t o  be monitored pursuant t o  t h i s  
subsec t ion .  

2. The percentage of t h i r d  pa r ty  payments co l l ec t ed  by a provider  o r  
nonprovider which t h e  provider or  nonprovider may keep a n d  the  percentage of 
such payments which t h e  provider o r  nonprovider may be required t o  pay t o  t h e  
administrat ion.  Both providers and nonproviders a r e  required t o  pay t o  t h e  
adminis t ra t ion  one hundred per cent  of  a l l  t h i r d  par ty  payments c o l l e c t e d  
which d u p l i c a t e  adminis t ra t ion  f e e - f o r - s e r v i c e  payments. A provider  t h a t  
con t r ac t s  with t h e  administrat ion pursuant  t o  s ec t ion  36-2904, subsect ion A 
may be e n t i t l e d  t o  r e t a i n  a percentage of t h i r d  party payments i f  t h e  
payments co l l ec t ed  and re ta ined  by a provider  a r e  r e f l ec t ed  i n  reduced 
c a p i t a t i o n  r a t e s .  A provider may be required t o  pay t h e  adminis t ra t ion  a 
percentage of t h i r d  par ty  payments c o l l e c t e d  by a provider t h a t  a r e  not  
r e f l e c t e d  i n  reduced cap i t a t ion  r a t e s .  

N .  Upon ora l  o r  wr i t t en  n o t i c e  from t h e  pa t i en t  t h a t  t h e  p a t i e n t  
be l i eves  t h e  claims t o  be covered by t h e  system, a provider o r  nonprovider 
of hea l th  and medical s e rv ices  prescr ibed  i n  s ec t ion  36-2907 s h a l l  not  do 
e i t h e r  of t h e  following unless  t h e  provider  o r  nonprovider has v e r i f i e d  
through t h e  adminis t ra t ion  t h a t  the person has been determined i n e l i g i b l e .  
has n o t  y e t  been determined e l i g i b l e  o r  was no t ,  a t  t h e  time se rv ices  were 
rendered. e l i g i b l e  o r  enro l led :  

1. Charge, submit a claim t o  o r  demand o r  otherwise c o l l e c t  payment 
from a member o r  person who has been determined e l i g i b l e  unless s p e c i f i c a l l y  
au thor ized  by t h i s  a r t i c l e  o r  ru l e s  adopted pursuant t o  t h i s  a r t i c l e .  

2. Refer o r  repor t  a member o r  person who has been determined e l i g i b l e  
t o  a c o l l e c t i o n  agency o r  c r e d i t  r epor t ing  agency f o r  the  f a i l u r e  of t h e  
member o r  person who has been determined e l i g i b l e  t o  pay charges f o r  system 
covered ca re  o r  s e rv ices  unless s p e c i f i c a l l y  authorized by t h i s  a r t i c l e  o r  
r u l e s  adopted pursuant t o  this a r t i c l e .  

0. The adminis t ra t ion  may conduct postpayment review of a l l  claims 
paid by t h e  administrat ion and may recoup any monies erroneously paid. The 
d i r e c t o r  may adopt r u l e s  t h a t  spec i fy  procedures f o r  conducting postpayment 
review. Prepaid capi ta ted  providers may conduct a postpayment review of a l l  
claims paid by prepaid cap i t a t ed  providers  and may recoup monies t h a t  a r e  
erroneously paid.  



P.  The d i r e c t o r  o r  h i s  des ignees may employ and s u p e r v i s e  pe rsonne l  
necessary  t o  a s s i s t  t h e  d i r e c t o r  i n  p e r f o r m i n g  t h e  f u n c t i o n s  o f  t h e  
a d m i n i s t r a t i o n .  

0. The a d m i n i s t r a t i o n  may c o n t r a c t  w i t h  p r o v i d e r s  f o r  o b s t e t r i c a l  care  
who a r e  e l i g i b l e  t o  p r o v i d e  s e r v i c e s  under t i t l e  X I X  o f  t h e  s o c i a l  s e c u r i t y  
a c t .  

R. N o t w i t h s t a n d i n g  any l a w  t o  t h e  c o n t r a r y .  on f e d e r a l  approva l  t h e  
a d m i n i s t r a t i o n  may make d i s p r o p o r t i o n a t e  share  payments t o  h o s p i t a l s  
b e g i n n i n g  October 1. 1991 i n  accordance w i t h  f e d e r a l  l a w  and s u b j e c t  t o  
l e g i s l a t i v e  a p p r o p r i a t i o n .  I f  a t  any t i m e  t h e  a d m i n i s t r a t i o n  r e c e i v e s  
w r i t t e n  n o t i f i c a t i o n  f rom f e d e r a l  a u t h o r i t i e s  o f  any change o r  d i f f e r e n c e  i n  
t h e  a c t u a l  o r  e s t i m a t e d  amount o f  f e d e r a l  f unds  a v a i l a b l e  f o r  
d i s p r o p o r t i o n a t e  share payments f rom t h e  amount r e f l e c t e d  i n  t h e  l e g i s l a t i v e  
a p p r o p r i a t i o n  f o r  such purposes. t h e  a d m i n i s t r a t i o n  s h a l l  p r o v i d e  w r i t t e n  
n o t i f i c a t i o n  o f  such change o r  d i f f e r e n c e  t o  t h e  p r e s i d e n t  and t h e  m i n o r i t y  
l e a d e r  o f  t h e  senate,  t h e  speaker and t h e  m i n o r i t y  l e a d e r  o f  t h e  house o f  
r e p r e s e n t a t i v e s ,  t h e  d i r e c t o r  o f  t h e  j o i n t  l e g i s l a t i v e  budget committee. THE 
c o c h a i r s  o f  t h e  j o i n t  l e g i s l a t i v e  commit tee f o r  t h e  Ar izona h e a l t h  c a r e  c o s t  
con ta inment  system, p u b l i c  h o s p i t a l s  r e c e i v i n g  d i s p r o p o r t i o n a t e  share 
payments and any h o s p i t a l  t r a d e  a s s o c i a t i o n  w i t h i n  t h i s  s t a t e ,  w i t h i n  t h r e e  
work ing  days n o t  i n c l u d i n g  weekends a f t e r  r e c e i p t  o f  t h e  n o t i c e  o f  t h e  change 
o r  d i f f e r e n c e .  I N  CALCULATING DISPROPORTIONATE SHARE PAYMENTS AS PRESCRIBED 
I N  THIS SECTION. THE ADMINISTRATION MAY USE EITHER A  METHODOLOGY BASED ON 
CLAIMS AND ENCOUNTER DATA THAT I S  SUBMITTED TO THE ADMINISTRATION FROM 
PREPAID CAPITATED PROVIDERS OR A  METHOOOLOGY BASED ON DATA THAT I S  REPORTED 
TO THE ADMINISTRATION BY HOSPITALS. THE SELECTED METHOOOLOGY APPLIES TO ALL 
HOSPITALS QUALIFYING FOR DISPROPORTIONATE SHARE PAYMENTS. 

S. N o t w i t h s t a n d i n g  any l a w  t o  t h e  c o n t r a r y .  t h e  a d m i n i s t r a t i o n  may 
r e c e i v e  c o n f i d e n t i a l  adop t ion  i n f o r m a t i o n  f o r  t h e  purposes o f  i d e n t i f y i n g  
a d o p t i o n  r e l a t e d  t h i r d  p a r t y  payors i n  o r d e r  t o  r e c o v e r  t h e  t o t a l  c o s t s  f o r  
p r e n a t a l  ca re  and t h e  d e l i v e r y  o f  t h e  c h i l d ,  i n c l u d i n g  c a p i t a t i o n ,  
r e i n s u r a n c e  and any f e e - f o r - s e r v i c e  c o s t s  i n c u r r e d  by t h e  a d m i n i s t r a t i o n  on 
b e h a l f  o f  an e l i g i b l e  person who t h e  a d m i n i s t r a t i o n  has reason t o  b e l i e v e  had 
an arrangement t o  have t h e  e l i g i b l e  person 's  newborn adopted. Except f o r  t h e  
s o l e  purpose o f  i d e n t i f y i n g  a d o p t i o n  r e l a t e d  t h i r d  p a r t y  payors ,  t h e  
a d m i n i s t r a t i o n  s h a l l  n o t  f u r t h e r  d i s c l o s e  any i n f o r m a t i o n  o b t a i n e d  pu rsuan t  
t o  t h i s  subsec t ion  and s h a l l  develop and implement safeguards t o  p r o t e c t  t h e  
c o n f i d e n t i a l i t y  o f  t h i s  i n f o r m a t i o n  i n c l u d i n g  l i m i t i n g  access t o  t h e  
i n f o r m a t i o n  t o  o n l y  those  a d m i n i s t r a t i o n  pe rsonne l  whose o f f i c i a l  d u t i e s  
r e q u i r e  it. A t  no t i m e  s h a l l  t h e  a d m i n i s t r a t i o n  r e l e a s e  t o  t h e  a d o p t i v e  
p a r e n t s '  o r  b i r t h  p a r e n t s '  i n s u r a n c e  c a r r i e r ,  p e r s o n a l l y  i d e n t i f y i n g  
i n f o r m a t i o n  regard ing  t h e  o t h e r  p a r t y .  A  pe rson  who know ing ly  v i o l a t e s  t h e  
requ i rements  of t h i s  subsec t ion  p e r t a i n i n g  t o  c o n f i d e n t i a l i t y  i s  g u i l t y  o f  
a  c l a s s  6 f e l o n y .  
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T. The adoption agency or t h e  adoption a t to rney  sha l l  no t i fy  t h e  
administrat ion within t h i r t y  days a f t e r  a n  e l  i g i b l e  person receiving services 
has placed t h a t  person ' s  c h i l d  f o r  adoption.  

U .  The a d m i n i s t r a t i o n . s h a l 1  not  seek matern i ty  expenditure cos t  
recovery from a t h i r d  party payor on arrangements involving the  placement of 
a newborn with spec ia l  needs a s  def ined  i n  s ec t ion  8-141, ch i ldren  in the  
custody of t h e  s t a t e  or  ch i ldren  placed with r e l a t i v e s .  

V .  I f  the adminis t ra t ion  implements an e l e c t r o n i c  claims submission 
system i t  may adopt procedures pursuant t o  subsec t ion  J of t h i s  sect ion 
requi r ing  documentation d i f f e r e n t  than  prescr ibed  under subsection J .  
paragraph 5 of t h i s  sec t ion .  

Sec. 5. Sect ion 36-2905. Arizona Revised S t a t u t e s ,  i s  amended t o  read: 
36-2905. Medicallv needy: a u a l i f i c a t i o n s  f o r  coveracle; 

e l i o i b i l i t v  exceotion:  d e f i n i t i o n s :  e l i q i b i l i t v  
anol i c a t i o n s :  aool i c a t i o n  orocess inq  

A. Any person who i s  a r e s iden t  of t h i s  s t a t e  and. . . 
+ 9 % ~  except f o r  emergency ca re  required by sec t ion  36-2905.05 O R  SUBSECTION 
J O F  THIS SECTION, i s  e i ther  a c i t i z e n  of the United S t a t e s  o r  meets the  
a l ienage  requirements t h a t  a r e  e s t ab l i shed  pursuant t o  t i t l e  XIX of the 
soc ia l  s e c u r i t y  a c t  by 42 Code of Federal Regulations sec t ion  435.406(a) 
which a r e  adopted as  t h i s  s t a t e ' s  a l i enage  requirements f o r  s t a t e  a s s i s t ed  
care,  may qual i fy  f o r  s t a t e  a s s i s t ed  ca re  f o r  t h e  medically needy under t h i s  
a r t i c l e  by demonstrating compliance w i t h  t h i s  s e c t i o n ,  except t h a t  a person 
who i s  a n  inmate of a public  i n s t i t u t i o n  i s  not  e l i g i b l e  f o r  care  under t h i s  
s ec t ion  o r  s ec t ion  11-297. Any person who i s  a q u a l i f i e d  medicare 
beneficiary pursuant t o  a r t i c l e  3 of t h i s  chapter o r  who refuses t o  cooperate 
with t h e  e l i g i b i l i t y  process prescr ibed  i n  subsec t ion  G of this  sec t ion ,  
s ec t ion  11-297. subsect ion I or  s e c t i o n  36-2905.03, subsect ion C i s  not 
e l i g i b l e  under t h i s  chapter .  For purposes of t h i s  subsect ion "public 
i n s t i t u t i o n "  means an i n s t i t u t i o n  t h a t  i s  the r e s p o n s i b i l i t y  of a 
governmental u n i t  o r  over which a governmental u n i t  exerc ises  administrat ive 
cont ro l .  The d i r e c t o r  may adopt ru l e s  t h a t  f u r t h e r  de f ine  who i s  considered 
t o  be an inmate of  a publ ic  i n s t i t u t i o n .  

0 .  "Medically needy res ident"  means any person who: 
1. Has an annual income of more than two thousand f i v e  hundred do l l a r s  

but not  more than three thousand two hundred d o l l a r s  f o r  one indiv idual .  
2 .  Has a n  annual income of a t  l e a s t  t h r e e  thousand t h r e e  hundred 

t h i r t y - t h r e e  d o l l a r s  but not  more than  fou r  thousand two hundred s i x t y - s i x  
d o l l a r s .  i f  l i v i n g  with a dependent member of t h e  family household or  i f  
married and l i v i n g  with a spouse. 

3 .  Has an annual income of a t  l e a s t  t h e  minimum amount as  prescribed 
in paragraph 1 o r  2 of t h i s  subsec t ion ,  whichever i s  app l i cab le ,  plus a t  
l e a s t  four  hundred twenty-five d o l l a r s  of addi t ional  annual income f o r  each 
addi t ional  dependent member of t h e  family household but  n o t  more t h a n  t h e  
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maximum annua l  income p rov ided  i n  pa rag raph  1 o r  2 o f  th is  s u b s e c t i o n ,  
whichever  i s  a p p l i c a b l e ,  p l u s  f i v e  hundred f o r t y - f o u r  do1 l a r s  o f  a d d i t i o n a l  
annua l  income f o r  e a c h  a d d i t i o n a l  dependent  member o f  t h e  f a m i l y  household  
o t h e r  t h a n  a  s p o u s e .  

4.  Has a  household  i n  which t h e  net worth of  r e s o u r c e s  o f  a l l  pe r sons  
d o e s  n o t  exceed  f i f t y  thousand d o l l a r s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  e q u i t y  
i n  a  house  o r  c a r ,  w i t h  no more than  f i v e  thousand d o l l a r s  c a s h  o r  o t h e r  
l i q u i d  a s s e t s .  I n  d e t e r m i n i n g  e l i g i b i l i t y .  medical expenses  i n c u r r e d  by t h e  
a p p l i c a n t  s h a l l  not be used t o  reduce  t h e  v a l u e  of  t h e  n e t  wor th  of r e s o u r c e s  
o f  a l l  p e r s o n s  i n  t h e  household .  For an i n d i v i d u a l  a p p l i c a n t  who i s  m a r r i e d .  
any s e p a r a t e  p r o p e r t y  o f  t h e  a p p l i c a n t ' s  spouse  t h a t  does  n o t  exceed  
s e v e n t y - f i v e  t h o u s a n d  d o l l a r s  s h a l l  n o t  be i n c l u d e d  i n  d e t e r m i n i n g  t h e  net 
w o r t h  of  r e s o u r c e s  o f  t h e  a p p l i c a n t .  

5 .  Has n o t ,  w i t h i n  t h r e e  y e a r s  p r i o r  t o  f i l i n g  a n  a p p l i c a t i o n  f o r  
e l i g i b i l i t y  f o r  t h e  sys t em,  t r a n s f e r r e d  o r  a s s igned  r e a l  o r  pe r sona l  p r o p e r t y  
w i t h  i n t e n t  t o  r e n d e r  h imse l f  e l i g i b l e  f o r  t h e  sys tem.  Annual income s h a l l  
be  c a l c u l a t e d  by m u l t i p l y i n g  by f o u r  t h e  a p p l i c a n t ' s  income f o r  t h e  t h r e e  
months immedia t e ly  p r i o r  t o  t h e  a p p l i c a t i o n  f o r  e l i g i b i l i t y  f o r  t h e  sys t em.  

C.  For  t h e  p u r p o s e s  o f  s u b s e c t i o n  B of  t h i s  s e c t i o n .  e a c h  a p p l i c a n t  
s h a l l  p r o v i d e :  

1. Documenta t ion  of  Un i t ed  S t a t e s  c i t i z e n s h i p  o r  l e g a l  a l i e n a g e  a s  
de t e rmined  p u r s u a n t  t o  t i t l e  XIX o f  t h e  s o c i a l  s e c u r i t y  a c t  and documenta t ion  
of  coun ty  r e s i d e n c y ,  a s  de t e rmined  by t h e  d i r e c t o r  of  t h e  Ar izona  h e a l t h  c a r e  
c o s t  c o n t a i n m e n t  s y s t e m  a d m i n i s t r a t i o n  p u r s u a n t  t o  s e c t i o n  36-2903.01.  
s u b s e c t i o n  D .  

2 .  A s t a t e m e n t  o f  t h e  amount o f  pe r sona l  and r e a l  p r o p e r t y  i n  which 
t h e  a p p l i c a n t  h a s  an i n t e r e s t ,  a  s t a t e m e n t  o f  a l l  income which t h e  a p p l i c a n t  
r e c e i v e d  d u r i n g  t h e  t h r e e  months immedia te ly  p r i o r  t o  t h e  a p p l i c a t i o n ,  and 
a  s t a t e m e n t  o f  any pe r sona l  and r e a l  p r o p e r t y  a s s igned  o r  t r a n s f e r r e d  by t h e  
a p p l i c a n t  w i t h i n  t h e  t h r e e  y e a r s  immedia te ly  p r i o r  t o  f i l i n g  t h e  a p p l i c a t i o n  
f o r  e l i g i b i l i t y  f o r  the sys t em and any f u r t h e r  i n fo rma t ion  de t e rmined  th rough  
rules by t h e  d i r e c t o r .  

D .  A c o u n t y  board  o f  s u p e r v i s o r s  may by r e s o l u t i o n  a d o p t  a  d e f i n i t i o n  
o f  m e d i c a l l y  needy which i n c l u d e s  pe r sons  o r  f a m i l y  househo lds  n o t  d e f i n e d  
a s  m e d i c a l l y  needy p u r s u a n t  t o  s u b s e c t i o n  B of  t h i s  s e c t i o n ,  e x c e p t  t h a t  such  
a d d i t i o n a l  p e r s o n s  a r e  n o t  e l i g i b l e  f o r  s t a t e  funded h o s p i t a l i z a t i o n  and 
medica l  c a r e  p r o v i d e d  by t h e  sys t em.  

E .  Each p e r s o n  d e s i r i n g  t o  be c l a s s i f i e d  a s  m e d i c a l l y  needy p u r s u a n t  
t o  s u b s e c t i o n  B o f  th i s  s e c t i o n  s h a l l  a p p l y  f o r  c e r t i f i c a t i o n  by t h e  c o u n t y  
of  r e s i d e n c e  o f  t h e  a p p l i c a n t  pu r suan t  t o  r u l e s  adopted by t h e  d i r e c t o r .  The 
coun ty  s h a l l  make t h e  f i n a l  d e t e r m i n a t i o n  r e g a r d i n g  e l i g i b i l i t y  w i t h i n  t h i r t y  
d a y s  o f  t h e  d a t e  o f  a p p l i c a t i o n  o r  a  l o n g e r  p e r i o d  o f  t i m e  a s  p r o v i d e d  i n  
s u b s e c t i o n  J o f  this s e c t i o n  o r  a s  may be p r e s c r i b e d  by r u l e ,  and upon such  
d e t e r m i n a t i o n  by t h e  c o u n t y  t h a t  t h e  a p p l i c a n t  i s  e l i g i b l e  f o r  
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h o s p i t a l i z a t i o n  a n d  medical ca re  from t h e  system. t h e  county s h a l l  i s s u e  a 
wr i t ten  evidence of c e r t i f i c a t i o n ,  copies of which s h a l l  be provided t o  t h e  
appl icant  and t o  t h e  adminis t ra t ion .  I f  t h e  county f a i l s  t o  complete an 
e l i g i b i l i t y  determination within the  time period prescribed by t h e  d i r e c t o r .  
t h e  county i s  l i a b l e  t o  a  provider o r  nonprovider f o r  expenses incu r red  or  
paid o r  s h a l l  reimburse the  appl icant  f o r  claims paid by t h e  a p p l i c a n t ,  o r  
both, as appropr ia te .  The county i s  only l i a b l e  f o r  heal th and medical 
s e r v i c e s  prescribed i n  sec t ion  36-2907 and from t h e  l a t e s t  d a t e  t h a t  t h e  
person should have been determined e l i g i b l e  as e s t ab l i shed  by t h e  d i r e c t o r  
i n  r u l e s  u n t i l  the  d a t e  t h e  county complies with t h e  no t i ce  of e l i g i b i l i t y  
provis ions  prescribed by the d i r e c t o r .  This subsect ion does not  l i m i t  a  
county 's  r e s p o n s i b i l i t y  f o r  t h e  provision of s e rv ices  f o r  indigent  persons 
a s  otherwise required by t i t l e  11, chapter  2, a r t i c l e  7. Any a p p l i c a n t  
aggrieved by a determination made by a  county e l i g i b i l i t y  worker or  a  spec ia l  
e l i g i b i l i t y  o f f i c e r  regarding e l i g i b i l i t y  f o r  t h e  system may appeal t h e  
determination d i r e c t l y  t o  t h e  d i r e c t o r  a s  provided i n  sec t ion  36-2903.01. 
subsection B, paragraph 4. . I f  an e l i g i b i l i t y  determination i s  appealed,  t h e  
county s h a l l  send the prehearing summary. a  copy of t h e  case f i l e  and t h e  
completed request  f o r  hearing form t o  the adminis t ra t ion ' s  d i v i s i o n  of 
grievance and appeals within a  reasonable time l imi t a t ion  es tab l i shed  by t h e  
d i r ec to r  by r u l e .  I f  t h e  county f a i l s  t o  comply w i t h  t h e  time l i m i t a t i o n  t h e  
county i s  l i a b l e  t o  t h e  admin i s t r a t ion ,  a  provider o r  a  nonprovider f o r  
expenses incurred or  paid or  s h a l l  reimburse t h e  app l i can t  f o r  c la ims  paid 
by the app l i can t  as appropr ia te .  The  county i s  only l i a b l e  f o r  h e a l t h  and 
medical serv ices  prescribed in sec t ion  36-2907 and from t h e  d a t e  t h e  county 
should have  s en t  t h e  prehearing summary, a copy of the case f i l e  and the  
completed request f o r  hearing form t o  t h e  administrat ion through t h e  d a t e  in  
which t h e  county sends the documentation. Each county s h a l l :  

1. Deduct from t h e  ca lcula t ion  of income medical expenses incurred  by 
each appl icant  f o r  which t h e  appl icant  i s  respons ib le  f o r  payment and which 
a re  not subjec t  t o  any appl icable  t h i r d  par ty  payments f o r  the  twelve months 
immediately p r io r  t o  determination of e l i g i b i l i t y  f o r  c l a s s i f i c a t i o n  as  a  
medically needy person under t h i s  s ec t ion .  Medical expenses incurred do not 
inc lude  t h e  cos t  of serv ices  provided by a county f r e e  of charge o r  on a 
subsidized bas i s .  

2. In accordance with r u l e s  adopted by t h e  d i r e c t o r ,  p e r i o d i c a l l y  
review the  e l i g i b i l i t y  of each person c l a s s i f i e d  pursuant t o  t h i s  s e c t i o n  f o r  
medically needy s t a t u s  and n o t i f y  the  adminis t ra tor  of t h e  r e s u l t s  of  such 
reviews. 

F. I f  a person who i s  po ten t i a l ly  e l i g i b l e  as  medically needy pursuant 
t o  subsect ion 8 of t h i s  s ec t ion  i s  c u r r e n t l y  rece iv ing  h o s p i t a l i z a t i o n  o r  
medical c a r e  o r  n o t i f i e s  the county t h a t  she i s  pregnant ,  the  county s h a l l  
complete t h e  e l i g i b i l i t y  determination of t h e  person on a p r i o r i t y  b a s i s  and 
sha l l  no t i fy  the  administrat ion i f  the  person i s  determined e l i g i b l e  f o r  t h e  
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system. N o t i f i c a t i o n s  s h a l l  conform t o  rules adopted by t h e  d i r e c t o r .  The 
d i r e c t o r  s h a l l  a d o p t  r u l e s  s p e c i f y i n g  p rocedures  f o r  p r o c e s s i n g  t h e  p r i o r i t y  
a p p l i c a t i o n s  o f  p r e g n a n t  women. 

+I7 G.  - 3 9 -  . . . A per son  who i s  a p p l y i n g  f o r  
e l i g i b i l i t y  p u r s u a n t  t o  s e c t i o n  36-2901.  pa rag raph  4 .  s u b d i v i s i o n  ( c )  and who 
i s  p o t e n t i a l l y  e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36-2901,  paragraph 4,  s u b d i v i s i o n  
( b ) ,  item ( i i i ) ,  a s  i d e n t i f i e d  by t h e  c o u n t i e s ,  s h a l l  c o n c u r r e n t l y  app ly  f o r  
e l i g i b i l i t y  p u r s u a n t  t o  s e c t i o n  36-2901,  pa rag raph  4 ,  s u b d i v i s i o n  ( b ) ,  i t e m  
( i i i ) .  The c o u n t y  s h a l l  a s s i s t  t h e  person  i n  comple t ing  t h e  a p p l i c a t i o n  f o r  
e l i g i b i l i t y  p u r s u a n t  t o  s e c t i o n  36-2901.  p a r a g r a p h  4 .  s u b d i v i s i o n  ( b ) .  item 
( i i i )  and s h a l l  s u b m i t  the comple ted  a p p l i c a t i o n  and a l l  r e q u i r e d  
documen ta t ion  p e r t i n e n t  t o  t h e  d e t e r m i n a t i o n  t o  t h e  depa r tmen t  o f  economic 
s e c u r i t y  which s h a l l  d e t e r m i n e  t h e  a p p l i c a n t ' s  e l i g i b i l i t y .  The county  may 
c e r t i f y  or  r e c e r t i f y  t h e  pe r son  a s  m e d i c a l l y  needy pu r suan t  t o  t h i s  s e c t i o n .  
pending a  f i n a l  d e t e r m i n a t i o n  by t h e  depar tment  o f  economic s e c u r i t y ,  i f  t h e  
d e p a r t m e n t  o f  economic  s e c u r i t y  d o e s  n o t  make an e l i g i b i l i t y  d e t e r m i n a t i o n  
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w i t h i n  t e n  working days  from t h e  d a t e  of  s u b m i t t a l  of  a  comple t e  a p p l i c a t i o n  
by t h e  coun ty .  I f  t h e  person  i s  h o s p i t a l i z e d  a t  t h e  time o f  a p p l i c a t i o n ,  t h e  
c o u n t y  may c e r t i f y  t h e  pe r son  a s  m e d i c a l l y  needy p u r s u a n t  t o  t h i s  s e c t i o n .  
pending  an e l i g i b i l i t y  d e t e r m i n a t i o n  by t h e  depa r tmen t  o f  economic s e c u r i t y .  
A p e r s o n  who i s  de te rmined  e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36 -2901 ,  p a r a g r a p h  
4.  s u b d i v i s i o n  ( b ) ,  item ( i i i ) ,  o r  who i s  d e t e r m i n e d  e l i g i b l e  p u r s u a n t  t o  
s e c t i o n  36 -2901 ,  pa rag raph  4 ,  s u b d i v i s i o n  ( b ) .  item ( i ) ,  ( i i )  or ( i v )  o r  
s e c t i o n  36-2934.  s u b s e c t i o n  A .  paragraph 2. 3 o r  4 because  t h a t  pe r son  meets 
t h e  f i n a n c i a l  e l i g i b i l i t y  r equ i r emen t s  o f  t h e  s t a t e  p l a n  approved under  t i t l e  
IV o f  t h e  s o c i a l  s e c u r i t y  a c t  bu t  who does  n o t  r e c e i v e  c a s h  payment unde r  t h e  
a i d  t o  f a m i l i e s  w i t h  dependent  c h i l d r e n  s t a t e  p l a n  t o g e t h e r  w i t h  t h a t  
p e r s o n ' s  income and r e s o u r c e s .  s h a l l  c o n t i n u e  t o  be  c o u n t e d  a s  p a r t  o f  t h e  
household  i n  d e t e r m i n i n g  whether  t h e  r ema inde r  o f  t h e  househo ld  members a r e  
e l i g i b l e  a s  m e d i c a l l y  needy pu r suan t  t o  t h i s  s e c t i o n .  A p p l i c a n t s  who r e f u s e  
t o  c o o p e r a t e  i n  t h e  e l i g i b i l i t y  d e t e r m i n a t i o n  p r o c e s s  p u r s u a n t  t o  t h i s  
s u b s e c t i o n  a r e  n o t  e l i g i b l e  pu r suan t  t o  t h i s  a r t i c l e .  A form e x p l a i n i n g  l o s s  
o f  b e n e f i t s  due  t o  r e f u s a l  t o  c o o p e r a t e  s h a l l  be s i g n e d  by t h e  a p p l i c a n t .  
Re fusa l  t o  c o o p e r a t e  s h a l l  n o t  be c o n s t r u e d  t o  mean t h e  a p p l i c a n t ' s  i n a b i l i t y  
t o  o b t a i n  documenta t ion  r e q u i r e d  f o r  e l i g i b i l i t y  d e t e r m i n a t i o n .  The c o u n t y  
s h a l l  m a i n t a i n  i n  i t s  own a p p l i c a n t  f i l e s  c o p i e s  o f  t h e  comple ted  a p p l i c a t i o n  
and a l l  o t h e r  documents submi t t ed  t o  t h e  d e p a r t m e n t  o f  economic  s e c u r i t y  i n  
a c c o r d a n c e  w i t h  t h i s  s u b s e c t i o n .  The c o p i e s  i n  t h e  coun ty  f i l es  a r e  s u b j e c t  
t o  q u a l i t y  c o n t r o l  review by t h e  a d m i n i s t r a t i o n .  The c o u n t y  s h a l l  be  s u b j e c t  
t o  s a n c t i o n s  i n  accordance  w i t h  s e c t i o n s  36-2905.01  and 36-2905.02.  I f  t h e  
a d m i n i s t r a t i o n  a s c e r t a i n s  t h a t  a  pe r son  c e r t i f i e d  a s  m e d i c a l l y  needy  by t h e  
c o u n t y  was i n  f a c t  e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36-2901.  p a r a g r a p h  4. 
s u b d i v i s i o n  ( b ) ,  item ( i i i ) ,  t h e  c o u n t y  s h a l l  r e i m b u r s e  t h e  s y s t e m  f o r  
e x p e n s e s  i m p r o p e r l y  i n c u r r e d  by t h e  sys t em i n  p r o v i d i n g  h o s p i t a l i z a t i o n  and 
medica l  c a r e  a s  p r e s c r i b e d  i n  s e c t i o n  36-2905.02. The a d m i n i s t r a t i o n  and the 
depa r tmen t  o f  economic s e c u r i t y  may s h a r e  a l l  a p p l i c a n t  r e l a t e d  i n f o r m a t i o n  
p e r t a i n i n g  t o  t h i s  e l i g i b i l i t y  p rocess  w i t h  t h e  c o u n t i e s .  The c o u n t i e s  s h a l l  
r e c e i v e  f e d e r a l  monies t h a t  are made a v a i l a b l e  f o r  t h e  a d m i n i s t r a t i v e  c o s t s  
a s s o c i a t e d  w i t h  comple t ing  t h e  a p p l i c a t i o n s  fo r  pe r sons  p o t e n t i  a1 l y  e l i g i b l e  
p u r s u a n t  t o  s e c t i o n  36-2901.  p a r a g r a p h  4.  s u b d i v i s i o n  ( b ) ,  i t e m  ( i i i  1. 

& H .  For t h e  pu rposes  o f  d e t e r m i n i n g  e l i g i b i l i t y  p u r s u a n t  t o  t h i s  
s e c t i o n ,  t h e  c o u n t y  s h a l l  n o t  i n c l u d e  a s  income money t h a t  an a p p l i c a n t  o r  
t h e  a p p l i c a n t ' s  household receives a s  a  result o f  a  s e t t l e m e n t  a g r e e m e n t  o r  
a judgment  i n  a  l a w s u i t  b rough t  a g a i n s t  a  m a n u f a c t u r e r  o r  d i s t r i b u t o r  of  
a g e n t  o r a n g e .  

J 7  I .  -. 1, :!x+ . . 
, Except  f o r  p e r s o n s  a p p l y i n g  under  

s u b s e c t i o n  t t  G o f  t h i s  s e c t i o n ,  a l l  pe r sons  who a r e  h o s p i t a l i z e d  and who a r e  
a p p l y i n g  f o r  e l i g i b i l i t y  o r  who a r e  r e c e r t i f i e d  p u r s u a n t  t o  s e c t i o n  36-2901,  
p a r a g r a p h  4 ,  s u b d i v i s i o n  ( c )  and who a r e  p o t e n t i a l l y  e l i g i b l e  p u r s u a n t  t o  
s e c t i o n  36-2901.  paragraph 4 .  s u b d i v i s i o n  ( b )  a s  i d e n t i f i e d  by t h e  c o u n t i e s  
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th rough  t h e  use of a sc reen ing  t o o l  developed by t h e  department o f  economic 
s e c u r i t y  s h a l l  apply f o r  e l i g i b i l i t y  pu rsuan t  t o  s e c t i o n  36-2901, paragraph 
4 .  s u b d i v i s i o n  (b )  and s h a l l  submi t  t h e  a p p l i c a t i o n  and cop ies  o f  a l l  
v e r i f i c a t i o n  documents c o n t a i n e d  i n  t h e  case f i l e  a t  t h e  t i m e  o f  submiss ion 
t o  t h e  department o f  economic s e c u r i t y  no l a t e r  than  t h r e e  work ing days from 
t h e  d a t e  t h e  county  completes t h e  a p p l i c a t i o n  process pu rsuan t  t o  t h i s  
subsec t ion .  The h o s p i t a l i z e d  person may be c e r t i f i e d  e l i g i b l e  p u r s u a n t  t o  
t h i s  s u b s e c t i o n  o n l y  u n t i l  t h e  end o f  t h e  second month f o l l o w i n g  t h e  month 

o f  c e r t i f i c a t i o n .  I f  t h e  depar tment  of economic s e c u r i t y  does n o t  make an 
e l i g i b i l i t y  d e t e r m i n a t i o n  w i t h i n  t h i s  p e r i o d  o f  t i m e ,  t h e  county may c e r t i f y  
o r  r e c e r t i f y  t h e  person as m e d i c a l l y  needy pursuant  t o  t h i s  s e c t i o n ,  pending 
a f i n a l  d e t e r m i n a t i o n  by  t h e  department o f  economic s e c u r i t y .  I f  a 
h o s p i t a l i z e d  person i s  de te rm ined  i n e l i g i b l e  pu rsuan t  t o  s e c t i o n  36-2901. 
pa rag raph  4, s u b d i v i s i o n  ( b ) ,  t h e  coun ty  s h a l l  e x t e n d .  t h e  pe rson 's  
e l i g i b i l i t y  as m e d i c a l l y  needy pu rsuan t  t o  t h i s  subsec t ion  f o r  t h e  remainder 
o f  t h e  s i x  month e l i g i b i l i t y  p e r i o d .  F o l l o w i n g  t h e  s i x  month e l i g i b i l i t y  
p e r i o d ,  an e l i g i b i l i t y  r e d e t e r m i n a t i o n  may be made. A p p l i c a n t s  who r e f u s e  
t o  coopera te  i n  t h e  e l i g i b i l i t y  d e t e r m i n a t i o n  process pu rsuan t  t o  t h i s  
subsec t ion  a r e  n o t  e l i g i b l e  pu rsuan t  t o  t h i s  a r t i c l e .  A fo rm e x p l a i n i n g  l o s s  
o f  b e n e f i t s  due t o  r e f u s a l  t o  coopera te  s h a l l  be s igned  by t h e  a p p l i c a n t .  
Refusal  t o  cooperate  s h a l l  n o t  be cons t rued  t o  mean t h e  a p p l i c a n t ' s  i n a b i l i t y  
t o  o b t a i n  documentat ion r e q u i r e d  f o r  e l i g i b i l i t y  d e t e r m i n a t i o n .  The county  
s h a l l  m a i n t a i n  i n  i t s  own a p p l i c a n t  f i l e s  cop ies  o f  t h e  a p p l i c a t i o n  submi t ted  
t o  t h e  depar tment  o f  economic s e c u r i t y  i n  accordance w i t h  t h i s  subsec t ion .  
The cop ies  i n  t h e  county f i l e s  a r e  s u b j e c t  t o  q u a l i t y  c o n t r o l  r e v i e w  b y  t h e  
admin i  s t r a t i o n .  The c o u n t i e s  s h a l l  r e c e i v e  f e d e r a l  monies t h a t  a r e  made 
a v a i l a b l e  f o r  t h e  a d m i n i s t r a t i v e  c o s t s  a s s o c i a t e d  w i t h  making t h e  
a p p l i c a t i o n s  f o r  persons p o t e n t i a l l y  e l i g i b l e  pu rsuan t  t o  s e c t i o n  36-2901, 
paragraph 4, s u b d i v i s i o n  ( b ) .  

J .  NOTWITHSTANDING ANY OTHER PROVISION OF LAW. BEGINNING JULY 1. 1996. 
PERSONS WHO ARE ELIGIBLE TO RECEIVE SERVICES PURSUANT TO THIS SECTION AN0 WHO 
ARE ALSO ELIGIBLE FOR MEDICARE COVERAGE I N  A HEALTH MAINTENANCE ORGANIZATION 
SHALL NOT BE DETERMINED OR REDETERMINED ELIGIBLE FOR SERVICES PURSUANT TO 
THIS SECTION. 

K. SUBSECTION J DOES NOT APPLY TO ELIGIBLE PERSONS OR MEMBERS WHO HAVE 
RECEIVED A TRANSPLANT. 

Sec. 6. S e c t i o n  36-2905.04. A r i zona  Revised S t a t u t e s .  i s  amended t o  
read:  

36-2905.04. E l i q i b i l i t v  bv f r a u d :  venal  t i e s :  enforcement; 
c l a s s i f i c a t i o n  

A. No person may p r o v i d e  o r  cause t o  be p r o v i d e d  f a l s e  o r  f r a u d u l e n t  
i n f o r m a t i o n  t o  t h e  county o r  s t a t e  as p a r t  o f  an a p p l i c a t i o n  f o r  t h e  system 
under s e c t i o n  36-2901, paragraph 4, s u b d i v i s i o n  ( a ) .  (b ) ,  ( c ) .  e~ ( h )  OR (j). 
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B .  A person who viola tes  subsection A of t h i s  sect ion,  who i s  
determined e l i g ib l e  fo r  the  system and  w h o  would have been ine l ig ib le  for the 
system i f  the  person had provided t r u e  and correct information i s  subject .  
in addition t o  any other penalties t h a t  may be prescribed by law, t o  a c iv i l  
penalty of not t o  exceed the  amount incurred by the system. including 
ca~pi ta t ion payments, on behalf of the  person. In addit ion.  the  person's 
e l i g i b i l i t y  may be discontinued i n  accordance w i t h  rules adopted by the  
director .  

C.  The director  shall  make the determination t o  assess a c ivi l  penalty 
and i s  responsible fo r  collection of the penalty. The d i rec tor  shall adopt 
rules t h a t  prescribe procedures for  the determination a n d  collection of c iv i l  
penalt ies.  The d i rec tor  may compromise c i v i l  penalt ies imposed under t h i s  
section i n  accordance w i t h  c r i t e r i a  established i n  rules.  

D.  The d i rec tor  shall  a d o p t  rules providing fo r  the  appeal of a 
decision by a person adversely affected by a determination made by the  
d i rec tor  under t h i s  section.  The d i rector ' s  f inal  decision i s  subject t o  
judicial  review in accordance w i t h  t i t l e  12. chapter 7. a r t i c l e  6. 

E. Amounts recovered under t h i s  section shall  be deposited i n  the  
s t a t e  general fund. 

F. If a c iv i l  penalty imposed pursuant t o  subsection C of t h i s  section 
i s  n o t  paid, the  s t a t e  or the administration may f i l e  an action t o  co l lec t  
the c iv i l  penalty i n  the superior court i n  Maricopa county. Matters t h a t  were 
ra ised or could have been raised i n  a hearing before the  d i rec tor  or i n  a n  
appeal pursuant t o  t i t l e  1 2 .  chapter 7 .  a r t i c l e  6 may not be raised as a 
defense t o  the c iv i l  action. An action brought pursuant t o  th i s  subsection 
shall  be i n i t i a t e d  w i t h i n  s i x  years a f t e r  the date the  claim is presented. 

G. A PERSON WHO KNOWINGLY AIDS OR ABETS ANOTHER PERSON AS PRESCRIBED 
BY SECTION 13-301. 13-302 OR 13-303 IN THE COMMISSION O F  AN OFFENSE U N D E R  
THIS SECTION OR SECTION 13-3713 IS GUILTY OF A CLASS 5 FELONY. 

Sec. 7.  Section 36-2906. Arizona Revised Statutes ,  i s  amended t o  read: 
36-2906. Oualified olan health services contracts: ~ r o ~ o s a l s ;  

administration 
A. The administration sha l l :  
1. Supervise the administrator. 
2. Review the %-& PROPOSALS. 
3. Award contracts.  
B. The director ,  i n  conjunction with the administrator, shall  prepare 

and issue a . . .  
' REQUEST FOR PROPOSAL, including a 

proposed contract  format. in each of the  counties of t h i s  s t a t e ,  a t  l e a s t  
once every +etw FIVE years, t o  qualif ied group d i s a b i l i t y  insurers ,  
hospital and medical service corporations, health care services organizations 
and any other qualif ied public or private persons, including county-owned and 
operated health care f a c i l i t i e s ,  fo r  the  provision of covered health a n d  
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medical s e r v i c e s  t o  members under  p r o v i d e r  c o n t r a c t s .  

C.  The d i r e c t o r  s h a l l  a d o p t  r u l e s  r e g a r d i n g  t h e  b+& REQUEST FOR 
PROPOSAL p r o c e s s  which s h a l l  p r o v i d e :  

1. For d e f i n i t i o n  o f  ++f!+ PROPOSALS i n  t h e  f o l l o w i n g  c a t e g o r i e s  
s u b j e c t  t o  t h e  f o l l o w i n g  c o n d i t i o n s :  

( a )  I n p a t i e n t  h o s p i t a l  s e r v i c e s .  
( b )  O u t p a t i e n t  s e r v i c e s ,  i n c l u d i n g  emergency d e n t a l  c a r e ,  and e a r l y  

and p e r i o d i c  h e a l t h  s c r e e n i n g  and d i a g n o s t i c  s e r v i c e s  f o r  c h i l d r e n .  
( c )  Pharmacy services. 
( d )  L a b o r a t o r y ,  x - r a y  and r e 1  a t e d  d i a g n o s t i c  medica l  s e r v i c e s  and 

a p p l i a n c e s  . 
2. Al lowance  fo r  t h e  a d j u s t m e n t  o f  s u c h  c a t e g o r i e s  by e x p a n s i o n .  

d e l e t i o n ,  s e g r e g a t i o n  o r  combinat ion  i n  o r d e r  t o  secure t h e  most  f i n a n c i a l l y  
advan tageous  b=i& PROPOSALS f o r  t h e  sys t em.  

3. L i m i t a t i o n s  on t h e  number of h i g h  r i s k  p e r s o n s  which must be  
i n c l u d e d  i n  any M PROPOSAL. 

4.  For  a n a l y s i s  o f  t h e  Bi-Bs PROPOSALS f o r  each  coun ty  on an a g g r e g a t e  
b a s i s  t o  e n s u r e  t h e  p r o v i s i o n  o f  h e a l t h  and medica l  s e r v i c e s  which a r e  
r e q u i r e d  t o  be  p r o v i d e d  t h r o u g h o u t  t h e  c o u n t y  p u r s u a n t  t o  s e c t i o n  36-2907.  

5. For t h e  s u b m i t t a l  o f  BCBs PROPOSALS by a  g roup  d i s a b i l i t y  i n s u r e r .  
h o s p i t a l  and medical  s e r v i c e  c o r p o r a t i o n ,  h e a l t h  c a r e  s e r v i c e s  o r g a n i z a t i o n  
o r  any  o t h e r  q u a l i f i e d  p u b l i c  or p r i v a t e  p e r s o n  i n t e n d i n g  t o  M SUBMIT A 
PROPOSAL p u r s u a n t  t o  t h i s  s e c t i o n .  Each q u a l i f i e d  W PROPOSAL s h a l l  be  
e n t e r e d  w i t h  s e p a r a t e  c a t e g o r i e s  f o r  t h e  d i s t i n c t  g roups  o f  p e r s o n s  t o  be 
covered by t h e  proposed  c o n t r a c t s .  a s  s e t  f o r t h  i n  t h e  r e q u e s t  f o r  p r o p o s a l .  

6 .  Fo r  t h e  procurement  o f  r e i n s u r a n c e  f o r  e x p e n s e s  i n c u r r e d  by any 
p r o v i d e r  o r  member o r  t h e  sys t em i n  p r o v i d i n g  s e r v i c e s  i n  excess of  amounts 
s p e c i f i e d  by t h e  d i r e c t o r  i n  a n y  c o n t r a c t  y e a r .  The d i r e c t o r  s h a l l  adop t  
r u l e s  t o  p r o v i d e  t h a t  t h e  a d m i n i s t r a t o r  may s p e c i f y  g u i d e l i n e s  on a  c a s e  by 
c a s e  b a s i s  f o r  t h e  t y p e s  o f  c a r e  and services which may be  p r o v i d e d  t o  a  
pe r son  whose c a r e  i s  c o v e r e d  by r e i n s u r a n c e .  The r u l e s  s h a l l  p r o v i d e  t h a t  
i f  a  p r o v i d e r  does  n o t  f o l l o w  s p e c i f i e d  g u i d e l i n e s  f o r  c a r e  o r  s e r v i c e s  and 
i f  t h e  c a r e  or  s e r v i c e s  c o u l d  b e  p r o v i d e d  p u r s u a n t  t o  t h e  g u i d e l i n e s  a t  a  
l ower  c o s t  t h e  p r o v i d e r  i s  e n t i t l e d  t o  re imbursement  a s  i f  t h e  c a r e  o r  
s e r v i c e s  s p e c i f i e d  i n  t h e  g u i d e l i n e s  had been p r o v i d e d .  

7 .  Fo r  t h e  award ing  o f  c o n t r a c t s  t o  p r o v i d e r s  w i t h  
q u a l i f i e d  Bi-Bs PROPOSALS DETERMINED TO B E  THE MOST ADVANTAGEOUS TO THE STATE 
f o r  each o f  t h e  counties i n  t h i s  s t a t e  w i t h  t h e  o b j e c t i v e  t h a t ,  t o  t h e  e x t e n t  
p o s s i b l e .  e a c h  c o n t r a c t  w i t h  a  p r o v i d e r  s h a l l  p r o v i d e  s e r v i c e s  t o  t h o s e  
pe r sons  d e f i n e d  AS E L I G I B L E  p u r s u a n t  t o  s e c t i o n  36-2901,  p a r a g r a p h  4 ,  
s u b d i v i s i o n s  f a ) .  ( b ) .  ( c )  and ( h )  and o t h e r  e l i g i b l e  p e r s o n s .  A c o n t r a c t  
may be awarded which p r o v i d e s  s e r v i c e s  o n l y  t o  p e r s o n s  d e f i n e d  AS ELIGIBLE 
pur suan t  t o  s e c t i o n  36-2901. pa rag raph  4 .  s u b d i v i s i o n  ( d l .  ( e l .  ( f )  o r  ( g ) .  
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The d i r e c t o r  may provide by r u l e  a second round competitive Bi-B PROPOSAL 
procedure f o r  t h e  d i r e c t o r  t o  request  voluntary p r i ce  reduction of %-& 
PROPOSALS from only those THAT have been t e n t a t i v e l y  se l ec t ed  
f o r  award. p r i o r  t o  t h e  f i n a l  award or  r e j e c t i o n  of .BCBs PROPOSALS. Those 
e l i g i b l e  persons.  o t h e r  than those  persons defined as  e l i g i b l e  pursuant t o  
s e c t i o n  36-2901. paragraph 4 ,  subdiv is ions  ( a ) .  ( b ) .  ( c )  and ( h ) .  a r e  not 
requi red  by t h i s  chapter  t o  obta in  the i r  hea l th  care serv ices  a t  a 
county-owned and operated f a c i l i t y  i f  such hea l th  ca re  f a c i l i t y  i s  awarded 
a c o n t r a c t  as a provider .  

8 .  For t h e  option of the administrat ion t o  requi re  on a . . 
county-by-county bas i s  t h a t  any PROPOSAL f o r  a county provide 
f o r  t h e  f u l l  range of system covered se rv ices  and t h e  provision of s e rv ices  
on a countywide bas i s .  Such option s h a l l  be exercised only i f  t h e  d i r e c t o r  
determines t h a t  such ac t ion  i s  necessary t o  prevent V THE 
a r b i t r a r y  se l ec t ion  of pa t i en t s  designed t o  include a disproport ionate number 
of persons sharing similar hea l th  c h a r a c t e r i s t i c s  or  i s  necessary t o  iRstwe 
ENSURE t h a t  t h e  county has f u l l  system bene f i t  coverage f o r  t h e  e n t i r e  
geographic area of the county. 

9 .  For t h e  opt ion  of t h e  adminis t ra t ion  t o  waive t h e  requirement IN 
ANY REQUEST FOR PROPOSAL OR IN ANY CONTRACT AWARDED PURSUANT TO A REQUEST FOR 
PROPOSAL f o r  a subcontract w i t h  a hospi tal  f o r  good cause i n  a county o r  area 
inc luding  but n o t  l imi t ed  t o  s i t u a t i o n s  when such hospi tal  i s  t h e  only 
hospi ta l  i n  t h e  heal th serv ice  area.  In any s i t u a t i o n  where the  subcontract 
requirement i s  waived, no hospi tal  may refuse t o  t r e a t  members of the system 
admitted by primary ca re  physicians o r  primary ca re  p r a c t i t i o n e r s  w i t h  
hospi tal  p r iv i l eges  i n  t h a t  hosp i t a l .  In t h e  absence of a subcont rac t ,  t h e  
reimbursement l eve l  s h a l l  be a t  t h e  l e v e l s  spec i f i ed  i n  sec t ion  36-2904, 
subsec t ion  J o r  K. 

D.  Reinsurance may be obtained aga ins t  expenses i n  excess of a 
spec i f i ed  amount on behalf of any individual f o r  system covered emergency or  
i n p a t i e n t  s e r v i c e s  e i t h e r  through the purchase of a reinsurance pol icy  o r  
through a system se l f - in su rance  program as  determined by t h e  d i r e c t o r .  

Reinsurance may, sub jec t  t o  t h e  approval of t h e  
d i r e c t o r .  be obtained aga ins t  expenses in excess of a spec i f i ed  amount on 
behalf of any individual  f o r  ou tpa t i en t  serv ices  e i t h e r  through t h e  purchase 
of a re insurance  pol icy  o r  through a system se l f - in su rance  program a s  
determined by the d i r e c t o r .  For purposes of reinsurance t h e  d i r e c t o r  may 
u t i l i z e  t h e  department of adminis t ra t ion  o r  t h e  adminis t ra tor .  Reinsurance 
s h a l l  be secured a t  t h e  request  of a county f o r  expenditures made by the 
county i n  accordance w i t h  sec t ion  11-291 i f  such county contr ibutes  t h e  f u l l  
c o s t  of t h e  re insurance  premium. 

E.  Notwithstanding t h e  o the r  provisions of t h i s  s ec t ion ,  t h e  system 
may procure ,  provide o r  coordinate  system covered serv ices  by interagency 
agreement w i t h  authorized agencies of t h i s  state or  with a federal agency f o r  



d i s t i n c t  groups o f  e l i g i b l e  persons,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  persons 
e l i g i b l e  f o r  c r i p p l e d  c h i l d r e n ' s  b e n e f i t s  and persons e l i g i b l e  f o r  f o s t e r  
c a r e  medica l  b e n e f i t s .  

F. C o n t r a c t s  s h a l l  be awarded as o t h e r w i s e  p r o v i d e d  by  law ,  excep t  
t h a t  i n  no event  may a  c o n t r a c t  be awarded t o  any p r o v i d e r  wh ich  w i l l  cause 
t h e  system t o  l o s e  any f e d e r a l  monies t o  wh ich  i t  i s  o t h e r w i s e  e n t i t l e d .  

G .  A f t e r  c o n t r a c t s  a r e  awarded pu rsuan t  t o  t h i s  s e c t i o n ,  t h e  d i r e c t o r  
may n e g o t i a t e  w i t h  any success fu l  b4dde PROPOSAL f o r  t h e  expans ion o r  
c o n t r a c t i o n  o f  s e r v i c e s  o r  s e r v i c e  areas i f  t h e r e  a r e  unnecessary gaps o r  
d u p l i c a t i o n s  i n  s e r v i c e s  o r  s e r v i c e  areas.  

Sec. 8. S e c t i o n  36-2907. A r i zona  Revised S ta tu tes ,  i s  amended t o  read: 
36-2907. Covered h e a l t h  and med ica l  s e r v i c e s :  d e f i n i t i o n s ;  

m o d i f i c a t i o n s :  r e l a t e d  d e l i v e r y  o f  s e r v i c e  
r e a u i  rements 

A.  Un less m o d i f i e d  pu rsuan t  t o  s u b s e c t i o n  E. F, G o r  L o f  t h i s  
s e c t i o n ,  t h e  f o l l o w i n g  h e a l t h  and medica l  s e r v i c e s  s h a l l  be p r o v i d e d  pu rsuan t  
t o  p r o v i d e r  c o n t r a c t s  awarded under t h i s  a r t i c l e :  

1. I n p a t i e n t  h o s p i t a l  s e r v i c e s  t h a t  a r e  o r d i n a r i l y  f u r n i s h e d  by  a  
h o s p i t a l  f o r  t h e  c a r e  and t r e a t m e n t  o f  i n p a t i e n t s ,  t h a t  a r e  m e d i c a l l y  
necessary  and t h a t  a r e  p r o v i d e d  under t h e  d i r e c t i o n  o f  a  p h y s i c i a n  o r  a  
p r i m a r y  c a r e  p r a c t i t i o n e r .  For  t h e  purposes o f  t h i s  s e c t i o n .  " i n p a t i e n t  
h o s p i t a l  s e r v i c e s "  exc ludes s e r v i c e s  i n  an i n s t i t u t i o n  f o r  t u b e r c u l o s i s  o r  
men ta l  d iseases.  

2.  O u t p a t i e n t  h e a l t h  s e r v i c e s  wh ich  a r e  m e d i c a l l y  necessary  and 
o r d i n a r i l y  p r o v i d e d  i n  h o s p i t a l s .  c l i n i c s ,  o f f i c e s  and o t h e r  h e a l t h  c a r e  
f a c i l i t i e s  by l i c e n s e d  h e a l t h  c a r e  p r o v i d e r s .  O u t p a t i e n t  h e a l t h  s e r v i c e s  
i n c l u d e  s e r v i c e s  p r o v i d e d  by or  under  t h e  d i r e c t i o n  o f  a  p h y s i c i a n  o r  a  
p r i m a r y  c a r e  p r a c t i t i o n e r  b u t  do n o t  i n c l u d e  occupa t iona l  the rapy ,  o r  speech 
t h e r a p y  f o r  e l i g i b l e  persons who a r e  twen ty -one  years  o f  age o r  o l d e r .  

3. Other  l a b o r a t o r y  and X - r a y  s e r v i c e s  o rde red  by  a  p h y s i c i a n  o r  a  
p r i m a r y  c a r e  p r a c t i t i o n e r .  

4 .  Med ica t ions  which a r e  m e d i c a l l y  necessary  and o r d e r e d  on 
p r e s c r i p t i o n  by a  p h y s i c i a n  o r  a  d e n t i s t  l i c e n s e d  pu rsuan t  t o  t i t l e  32, 
c h a p t e r  11. 

5. Emergency den ta l  c a r e  and e x t r a c t i o n s .  
6. Medical  supp l ies ,  equipment and p r o s t h e t i c  dev ices ,  n o t  i n c l u d i n g  

h e a r i n g  a i d s ,  o rde red  by  a  p h y s i c i a n  o r  a  p r i m a r y  c a r e  p r a c t i t i o n e r  o r  
d e n t u r e s  o r d e r e d  by a  d e n t i s t  l i c e n s e d  p u r s u a n t  t o  t i t l e  32, c h a p t e r  11. 

7 .  Treatment o f  medica l  c o n d i t i o n s  o f  t h e  eye e x c l u d i n g  eye 
e x a m i n a t i o n s  f o r  p r e s c r i p t i v e  lenses  and t h e  p r o v i s i o n  o f  p r e s c r i p t i v e  
1  enses. 

8. E a r l y  and p e r i o d i c  h e a l t h  s c r e e n i n g  and d i a g n o s t i c  s e r v i c e s  as 
r e q u i r e d  by  s e c t i o n  1905( r )  o f  t i t l e  X I X  o f  t h e  s o c i a l  s e c u r i t y  a c t ,  as 
amended by  s e c t i o n  6043 o f  t h e  omnibus budget r e c o n c i l i a t i o n  a c t  o f  1989, f o r  



e l i g i b l e  p e r s o n s  unde r  t h e  a g e  o f  t w e n t y - o n e  y e a r s  w i t h  t r e a t m e n t  b e n e f i t s  
l i m i t e d  t o  t h o s e  o t h e r w i s e  s p e c i f i e d  i n  t h i s  c h a p t e r .  

9 .  Family p l a n n i n g  s e r v i c e s  t h a t  do  n o t  i n c l u d e  a b o r t i o n  o r  a b o r t i o n  
c o u n s e l i n g .  If a  p r e p a i d  c a p i t a t e d  p r o v i d e r  e l e c t s  n o t  t o  ' p r o v i d e  f a m i l y  
p l a n n i n g  services, t h i s  e l e c t i o n  d o e s  n o t  d i s q u a l i f y  t h e  p r o v i d e r  from 
d e l i v e r i n g  a l l  o t h e r  covered  h e a l t h  and  medical  s e r v i c e s  under t h i s  c h a p t e r .  
I n  t h a t  e v e n t ,  t h e  a d m i n i s t r a t i o n  may c o n t r a c t  d i r e c t l y  w i t h  a n o t h e r  
p r o v i d e r .  i n c l u d i n g  an o u t p a t i e n t  s u r g i c a l  c e n t e r  o r  a  n o n c o n t r a c t i n g  
p r o v i d e r ,  t o  d e l i v e r  f a m i l y  p l a n n i n g  services t o  a  member who i s  e n r o l l e d  
w i t h  t h e  p r e p a i d  r a p i t a t e d  p r o v i d e r  t h a t  e l e c t s  n o t  t o  p r o v i d e  f a m i l y  
p l a n n i n g  s e r v i c e s .  

10 .  Beg inn ing  October  1. 1 9 8 5  p o d i a t r y  s e r v i c e s  performed by a  
p o d i a t r i s t  l i c e n s e d  p u r s u a n t  t o  t i t l e  3 2 ,  c h a p t e r  7 and o rde red  by a  pr imary  
c a r e  p h y s i c i a n  or p r i m a r y  c a r e  p r a c t i t i o n e r .  

11. T r a n s p l a n t s  a s  a u t h o r i z e d  i n  t h i s  p a r a g r a p h .  No o t h e r  o rgan  
t r a n s p l a n t s  may be  cove red  by t h e  s y s t e m  unless s p e c i f i c a l l y  r e q u i r e d  by 
f e d e r a l  l a w  for  p e r s o n s  d e f i n e d  p u r s u a n t  t o  s e c t i o n  36-2901.  pa rag raph  4. 
s u b d i v i s i o n  ( b ) .  The f o l l o w i n g  t r a n s p l a n t s  a r e  a u t h o r i z e d :  

( a )  For i n d i v i d u a l s  e l i g i b l e  f o r  s e r v i c e s  p u r s u a n t  t o  s e c t i o n  36-2901.  
p a r a g r a p h  4 ,  s u b d i v i s i o n  ( b ) ,  m e d i c a l l y  n e c e s s a r y  h e a r t .  l i v e r ,  k idney ,  
c o r n e a  and  a u t o l o g o u s  and a l l o g e n e i c  bone marrow t r a n s p l a n t s  and 
immunosuppressant  m e d i c a t i o n s  f o r  t h e s e  t r a n s p l a n t s  o r d e r e d  on p r e s c r i p t i o n  
by a  p h y s i c i a n  l i c e n s e d  p u r s u a n t  t o  t i t l e  32.  c h a p t e r  13 o r  17 .  

( b )  For i n d i v i d u a l s  e l i g i b l e  f o r  s e r v i c e s  p u r s u a n t  t o  s e c t i o n  36-2901. 
p a r a g r a p h  4 ,  s u b d i v i s i o n  ( b ) ,  m e d i c a l l y  n e c e s s a r y  l u n g  and h e a r t - l u n g  
t r a n s p l a n t s  and immunosuppressant m e d i c a t i o n s  f o r  t h e s e  t r a n s p l a n t s  o r d e r e d  
on p r e s c r i p t i o n  by a  p h y s i c i a n  l i c e n s e d  p u r s u a n t  t o  t i t l e  32 ,  c h a p t e r  13 o r  
17 b u t  on ly  i f  monies a r e  a v a i l a b l e  p u r s u a n t  t o  s e c t i o n  36-2921,  s u b s e c t i o n  
A, p a r a g r a p h  1. 

( c )  For i n d i v i d u a l s  e l i g i b l e  f o r  s e r v i c e s  p u r s u a n t  t o  s e c t i o n  36-2901. 
p a r a g r a p h  4 ,  s u b d i v i s i o n s  ( a ) .  ( c )  and ( h ) ,  m e d i c a l l y  n e c e s s a r y  k idney and 
c o r n e a  t r a n s p l a n t s  and immunosuppressant  m e d i c a t i o n s  f o r  t h e s e  t r a n s p l a n t s  
o r d e r e d  on p r e s c r i p t i o n  by a  p h y s i c i a n  l i c e n s e d  p u r s u a n t  t o  t i t l e  3 2 ,  c h a p t e r  
1 3  o r  17.  

( d )  For i n d i v i d u a l s  e l i g i b l e  f o r  s e r v i c e s  p u r s u a n t  t o  s e c t i o n  36-2901. 
pa rag raph  4 ,  s u b d i v i s i o n s  ( a ) ,  ( c )  and ( h ) ,  m e d i c a l l y  n e c e s s a r y  h e a r t ,  l i v e r .  
h e a r t - l u n g ,  l u n g  and a u t o l o g o u s  and a l l o g e n e i c  bone  marrow t r a n s p l a n t s  and 
immunosuppressant  med ica t ions  f o r  t h e s e  t r a n s p l a n t s  o r d e r e d  on p r e s c r i p t i o n  
by a  p h y s i c i a n  l i c e n s e d  pu r suan t  t o  t i t l e  32 .  c h a p t e r  13 o r  1 7 ,  b u t  o n l y  i f  
monies a r e  a v a i l a b l e  pu r suan t  t o  s e c t i o n  36-2921. s u b s e c t i o n  A. parag raph  1. 

1 2 .  M e d i c a l l y  n e c e s s a r y  ambulance  and nonambulance t r a n s p o r t a t i o n .  
B .  The sys t em s h a l l  pay n o n p r o v i d e r s  o n l y  f o r  h e a l t h  and medical  

s e r v i c e s  a s  p r e s c r i b e d  i n  s u b s e c t i o n  A of t h i s  s e c t i o n  and a s  p r e s c r i b e d  by 
r u l e .  
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C .  The director  shall adopt such rules as are necessary t o  l im i t .  t o  
the  extent possible,  the  scope, duration and amount of services ,  including 
maximum l imita t ions  fo r  inpatient services which are consistent with federal 
regulations under t i t l e  XIX of the social security act ( P . L .  89-97: 79 S t a t .  
344; 42 United States Code section 1396 (1980)). To the extent possible and  
pract icable ,  these rules shall provide fo r  the prior approval of medically 
necessary services  provided pursuant t o  this  chapter. 

0. The director  shall make available home health services i n  l i e u  of 
hospi ta l izat ion pursuant t o  provider contracts awarded under t h i s  a r t i c l e .  
For the  purposes of t h i s  subsection. "home health services" means the  
provision of nursing services, home health aide services or medical supplies. 
equipment and appliances, which are provided on a part-time or in termit tent  
basis by a licensed home health agency within a member's residence based on 
the  orders of a physician or a primary care practi t ioner.  

E .  The d i rec tor  shall a d o p t  rules fo r  the  coverage of'behavioral 
h e a l t h  services fo r  persons who are e l igible  under section 36-2901, paragraph 
4 ,  subdivision ( b )  and persons who are e l i g ib l e  for services under section 
1903(v) of the  social security act .  Except fo r  persons who are eighteen, 
nineteen or twenty years of age and who a re  not seriously mentally i l l  as 
defined in section 36-550, the administration shall contract w i t h  the  
department of health services fo r  the delivery of a l l  medically necessary 
behavioral health services t o  persons who a re  e l ig ib le  under rules a d o p t e d  
pursuant t o  t h i s  subsection. The division of behavioral h e a l t h  i n  the  
department of health services shall  es tabl ish  a diagnostic and evaluation 
program t o  which other s t a t e  agencies shall  refer  children who are n o t  
already enrolled pursuant t o  t h i s  chapter and who may be in need of 
behavioral health services.  In addition t o  a n  evaluation. the division of 
behavioral health shall  also identify children who may be e l i g ib l e  u n d e r  
section 36-2901. paragraph 4 ,  subdivision (b )  or section 36-2931. paragraph 
5 and shal l  re fe r  the children t o  the appropriate agency responsible fo r  
making  the  f inal  e l i g i b i l i t y  determination. Behavioral health services fo r  
persons who a r e  e l i g i b l e  under section 36-2901, paragraph 4, subdivisions 
( a ) ,  ( c ) .  ( h )  and  (j) are limited t o  emergency care in se t t ings  approved by 
the d i rec tor  and i n  accordance w i t h  administration rules.  

F. The director shall adopt rules fo r  the provision of transportation 
services f o r  members a n d  persons who are en t i t l ed  t o  retroactive emergency 
coverage under section 36-2909 AND RULES PROVIDING FOR CO-PAYMENT BY MEMBERS 
FOR TRANSPORTATION FOR OTHER THAN EMERGENCY PURPOSES. Prior authorization 
sha l l  n o t  be required for medically necessary ambulance transportation 
services rendered t o  members or e l ig ib le  persons i n i t i a t ed  by dia l ing 
telephone number 911 or other designated emergency response systems. 

G. The d i rec tor  may adopt rules t o  allow the administration, a t  the  
d i r ec to r ' s  d i sc re t ion ,  t o  u t i l i z e  a second opinion procedure under which 
surgery may n o t  be e l ig ib le  fo r  coverage pursuant t o  t h i s  chapter without 
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documentation as t o  need by a t  l e a s t  two physicians o r  primary ca re  
p r a c t i t i o n e r s .  

H. I f  the  d i r ec to r  does not rece ive  bids w i t h i n  t h e  amounts budgeted 
o r  i f  a t  any time t h e  amount remaining i n  t h e  Arizona hea l th  ca re  cos t  
containment system fund i s  i n s u f f i c i e n t  t o  pay f o r  f u l l  cont rac t  s e rv ices  f o r  
t h e  remainder of t h e  cont rac t  term, t h e  administrat ion may, upon n o t i f i c a t i o n  
t o  system providers and counties  a t  l e a s t  t h i r t y  days i n  advance. modify the  
l i s t  of s e rv ices  required under subsec t ion  A of t h i s  s ec t ion  f o r  persons 
defined as e l i g i b l e  o the r  t h a n  those  persons defined pursuant t o  sec t ion  
36-2901. paragraph 4 ,  subdivis ion ( b ) .  The d i r e c t o r  may a l s o  suspend 
serv ices  o r  may l i m i t  ca tegor ies  of expense f o r  s e rv ices  defined as opt ional  
pursuant t o  t i t l e  XIX of t h e  soc ia l  s e c u r i t y  a c t  (P.L. 89-97: 79 S t a t .  344; 
42 United S t a t e s  Code sec t ion  1396 (1980))  f o r  persons def ined  pursuant t o  
sec t ion  36-2901, paragraph 4. subdiv is ion  ( b ) .  Such reduct ions  or  
suspensions s h a l l  not apply t o  t h e  c o n t i n u i t y  of c a r e  f o r  persons a l ready 
receiving such serv ices .  Any dec is ion  t o  reduce s e r v i c e s  f o r  members o the r  
t h a n  those persons defined pursuant t o  sec t ion  36-2901. paragraph 4. 
subdivisions ( a ) ,  ( b ) .  ( c )  and (h )  sha l l  be made independently from any other  
modification of serv ices .  I f  such s e r v i c e s  a r e  reduced, modified or  
suspended pursuant t o  t h i s  subsec t ion ,  count ies  s h a l l  not be requi red  t o  
provide t h e  a f f ec t ed  se rv ices  t o  members o r  e l i g i b l e  persons. 

I .  Additional,  reduced o r  modified h o s p i t a l i z a t i o n  a n d  medical care  
bene f i t s  may be provided under t h e  system t o  en ro l l ed  members who a r e  
e l i g i b l e  pursuant t o  sec t ion  36-2901, paragraph 4, subdivis ion ( d ) .  ( e ) ,  ( f )  
o r  (g ) .  

3 .  All heal th a n d  medical s e r v i c e s  provided under t h i s  a r t i c l e  s h a l l  
be provided i n  t h e  county of residence of t h e  member. except:  

1. Emergency se rv ices  and s p e c i a l t y  s e r v i c e s  provided pursuant t o  
s ec t ion  36-2908. 

2. That t h e  d i r e c t o r  may permit t h e  de l ive ry  of hea l th  and medical 
s e r v i c e s  i n  o the r  than the  county of  residence i n  t h i s  s t a t e  o r  i n  a n  
adjoining s t a t e  i f  he determines t h a t  medical p r a c t i c e  p a t t e r n s  j u s t i f y  t h e  
de l ivery  of serv ices  i n  o the r  t h a n  t h e  county of residence or  a net reduction 
i n  t ranspor ta t ion  cos ts  can reasonably be expected. Notwithstanding sec t ion  
36-2901. paragraph 8.  i f  s e rv ices  a r e  procured from a physician or  primary 
c a r e  p r a c t i t i o n e r  i n  an adjoining s t a t e .  t h e  physician o r  primary care  
p r a c t i t i o n e r  s h a l l  be l i censed  t o  p r a c t i c e  i n  t h a t  s t a t e  pursuant t o  
l i cens ing  s t a t u t e s  in  t h a t  s t a t e  s i m i l a r  t o  t i t l e  32. chapter  13 ,  15. 17 
o r  25. 

K .  Covered ou tpa t i en t  s e rv ices  s h a l l  be subcontracted by a primary 
ca re  physician or primary c a r e  p r a c t i t i o n e r  t o  o t h e r  l i censed  hea l th  care  
providers t o  the  extent p rac t i cab le  f o r  purposes inc lud ing ,  but not l imi t ed  
t o .  making hea l th  care  se rv ices  a v a i l a b l e  t o  underserved a r e a s ,  reducing 
cos t s  of providing medical ca re  and reducing t r a n s p o r t a t i o n  c o s t s .  



L. The director shall adopt rules which prescribe the coordination of 
medical care for  persons who are e l i g ib l e  fo r  b o t h  system covered services 
and county services. The rules shall  include provisions for  the t ransfer  of 
patients,  the transfer of medical records a n d  the in i t i a t ion  of medical care. 

Sec. 9. Section 36-2907.06. Arizona Revised Statutes.  i s  amended t o  
read: 

36-2907.06. Qualifvina community health centers: con t rac t s i  
reaui rements : defini t ion 

A. Subject t o  the  ava i l ab i l i t y  of monies as prescribed in section 
36-2921. the  administration shall  enter  in to  an intergovernmental agreement 
pursuant t o  t i t l e  11. chapter 7. a r t i c l e  3 w i t h  the  department of health 
services t o  contract with qualifying community health centers t o  provide 
primary health care services t o  indigent or uninsured Arizonans. The 
department of health services shal l  enter in to  one year contracts r i t h  
qualifying community health centers for  the centers t o  provide the  following 
primary health care services: 

1. Medical care provided through licensed primary care physicians and 
licensed mid-level providers as defined i n  section 36-2171. 

2 .  Prenatal care services.  
3. Diagnostic laboratory and imaging services t h a t  are necessary t o  

complete a diagnosis and  treatment, including referral  services.  
4. Pharmacy services t h a t  are necessary t o  complete treatment. 

including referral  services.  
5. Preventive health services . 
6. Preventive dental services.  
7. Emergency services performed a t  the qualifying community health 

center. 
8. Transportation fo r  pat ients  t o  a n d  from the qualifying community 

health center i f  these pat ients  would n o t  receive care without t h i s  
assistance.  

8. Each contract shall  require t h a t  the  qualifying community health 
center provide the  services prescribed in subsection A of t h i s  section t o  
persons who the center determines: 

1. Are residents of t h i s  s t a t e .  
2. Are without medical insurance policy coverage. 
3.  Do not have a family income of more t h a n  two hundred per cent of 

the federal poverty guidelines as established annually by the United S ta tes  
department of health and human services.  

4 .  Have provided ver i f ica t ion  t h a t  the  person i s  not e l i g i b l e  fo r  
enrollment in the Arizona health care  cost containment system pursuant t o  
t h i s  chapter. 

5. Have provided ver i f ica t ion  t ha t  the  person i s  n o t  e l i g i b l e  fo r  
medicare. 
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C.  The department of hea l th  s e r v i c e s  sha l l  d i r e c t l y  administer  t h e  
program and i s s u e  requests f o r  proposals f o r  t h e  cont rac ts  prescribed in t h i s  
s e c t i o n .  Cont rac ts  e s t ab l i shed  pursuant t o  subsect ion A of t h i s  s e c t i o n  
s h a l l  be s igned by t h e  department and t h e  cont rac tor  p r i o r  t o  t h e  
t ransmiss ion  of any tobacco t a x  and hea l th  care  fund monies t o  t h e  
c o n t r a c t o r .  

D .  Persons who meet the e l i g i b i l i t y  c r i t e r i a  es tab l i shed  i n  subsect ion 
B of t h i s  s ec t ion  s h a l l  be charged f o r  s e r v i c e s  based upon a s l i d i n g  f e e  
schedule approved by t h e  department of hea l th  se rv ices .  

E .  In awarding con t rac t s  t h e  department of heal th serv ices  may g ive  
preference  t o  qual i fy ing  community hea l th  cen te r s  t h a t  have a s l i d i n g  f e e  
schedule. Monies sha l l  be used f o r  t h e  number of p a t i e n t s  t h a t  exceeds t h e  
number of uninsured s l id ing  f e e  schedule p a t i e n t s  t h a t  t h e  qua l i fy ing  
community hea l th  cen te r  served during f i s c a l  year  1994. Each qual i f y i n g  
community hea l th  center  sha l l  make i t s  s l i d i n g  f e e  schedule ava i l ab le  t o  t h e  
pub1 i c  on reques t .  The con t rac t  s h a l l  r equ i r e  the qual i f y i n g  community 
h e a l t h  c e n t e r  t o  apply a s l i d i n g  f e e  schedule t o  a l l  of i t s  uninsured 
p a t i e n t s .  

F. The department of heal th s e r v i c e s  may examine t h e  records of each 
qual i fy ing  community health center  and conduct audi t s  necessary t o  determine 
t h a t  t h e  e l i g i b i l i t y  determinations were performed accura te ly  and t o  v e r i f y  
t h e  number of uninsured pa t i en t s  served by t h e  qual i fy ing  community hea l th  
c e n t e r  as a r e s u l t  of rece iv ing  tobacco t a x  and heal th c a r e  fund monies by 
t h e  con t rac t  e s t ab l i shed  p u r s u a n t  t o  subsect ion A of t h i s  s ec t ion .  

G .  Contracts  es tab l i shed  pursuant t o  subsect ion A of t h i s  s ec t ion  
s h a l l  r equ i r e  qual i fy ing  community hea l th  cen te r  con t r ac to r s  t o  submit 
information as  required pursuant t o  sec t ion  36-2907.07 f o r  program 
eva lua t ions .  

H. For t h e  purposes of t h i s  s ec t ion  "qual ifying community hea l th  
center"  means a community based primary c a r e  f a c i l i t y  t h a t  provides medical 
ca re  i n  medically underserved a reas  a s  defined pursuant t o  sec t ion  36-2352. 
O R  IN MEDICALLY UNDERSERVED AREAS OR MEDICALLY UNDERSERVED POPULATIONS AS 
DESIGNATED BY THE UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES. 
through the employment of phys ic ians ,  professional  nurses.  physician 
a s s i s t a n t s  o r  o t h e r  heal th c a r e  t echn ica l  and paraprofessional  personnel.  

Sec. 10. Sect ion 36-2911. Arizona Revised S t a t u t e s ,  i s  amended t o  
read: 

36-2911. Pavment of monthlv oremiurns 
A .  The administrat ion sha l l  pay f o r  and on behalf of each member 

enro l led  pursuant t o  th i s  a r t i c l e  and a r t i c l e  2 of t h i s  chapter  under t i t l e  
XVI of t h e  soc ia l  s ecu r i ty  ac t  (42 United S t a t e s  Code chapter  7. subchapter 
XVI) such monthly premium as  may be required t o  obta in  coverage f o r  t h e  
r e c i p i e n t  under t i t l e  XVIII. p a r t  B of t h e  soc ia l  s e c u r i t y  a c t .  as amended 
( P . L .  89-97; 79 S t a t .  291: 42 United S t a t e s  Code chapter  7. subchapter 
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X V I I I ) .  The mon th ly  premium s h a l l  be p a i d  t h r o u g h  a s t a t e  p l a n  adopted by 
t h e  a d m i n i s t r a t i o n  and approved by t h e  f e d e r a l  government under s e c t i o n  1843 
of t h e  s o c i a l  s e c u r i t y  a c t  (42 U n i t e d  S t a t e s  Code s e c t i o n  1 3 9 5 ~ ) .  Th is  p l a n  
s h a l l  p r o v i d e  f o r  coverage o f  a l l  supp lementary  medical  i nsu rance  premiums 
f o r  e l i g i b l e  supp lementa l  s e c u r i t y  income r e c i p i e n t s  and members e n r o l l e d  
p u r s u a n t  t o  a r t i c l e  2  o f  t h i s  c h a p t e r  i n c l u d e d  i n  t h e  approved p lan .  

B. Beg inn ing  J u l y  1. 1990, t h e  a d m i n i s t r a t i o n  s h a l l  pay, on behal f  of 
each qua1 i f i e d  d i s a b l e d  and w o r k i n g  i n d i v i d u a l  who i s  determined e l i g i b l e  
p u r s u a n t  t o  s e c t i o n  1905(s)  o f  t i t l e  X I X  o f  t h e  s o c i a l  s e c u r i t y  a c t .  as 
amended by  s e c t i o n  6408(d) o f  t h e  omnibus budget  r e c o n c i l i a t i o n  a c t  o f  1989, 
t h e  mon th ly  premium f o r  h o s p i t a l  i n s u r a n c e  b e n e f i t s  under p a r t  A  o f  t i t l e  
X V I I I  o f  t h e  s o c i a l  s e c u r i t y  a c t .  The a d m i n i s t r a t i o n  s h a l l  de termine t h e  
e l i g i b i l i t y  o f  a l l  persons who a r e  q u a l i f i e d  d i s a b l e d  and work ing i n d i v i d u a l s  
i n  accordance w i t h  s e c t i o n  6408(d) o f  t h e  omnibus budget r e c o n c i l i a t i o n  a c t  
o f  1989. The a d m i n i s t r a t i o n .  i n  accordance w i t h  f e d e r a l  law, may r e q u i r e  
c e r t a i n  e l i g i b l e  q u a l i f i e d  d i s a b l e d  and work ing  i n d i v i d u a l s  t o  c o n t r i b u t e  t o  
t h e  c o s t  o f  t h e  mon th ly  premium. 

C. BEGINNING JULY 1. 1996. THE ADMINISTRATION MAY PURCHASE PART B  
MEDICARE COVERAGE FOR PERSONS WHO WOULD OTHERWISE BE ELIGIBLE FOR MEDICARE 
COVERAGE I N  A  HEALTH MAINTENANCE ORGANIZATION AND WHO WOULD HAVE BEEN 
ELIGIBLE TO RECEIVE SERVICES UNDER SECTIONS 11-297 OR 36-2905. 

Sec. 11. S e c t i o n  36-2936. A r i z o n a  Rev ised S ta tu tes ,  i s  amended t o  
read:  

36-2936. Preadmiss ion s c r e e n i n a  oroarams: annual review; 
f u n c t i o n a l  t e s t s :  r e d e t e r m i n a t i o n  

A .  The d i r e c t o r  s h a l l  adopt  r u l e s  e s t a b l i s h i n g  a  u n i f o r m  s t a t e w i d e  
p readmiss ion  s c r e e n i n g  program t o  d e t e r m i n e  i f  a  person who has met t h e  
e l i g i b i l i t y  c r i t e r i a  p r e s c r i b e d  i n  s e c t i o n  36-2934 i s  e l i g i b l e  f o r  
i n s t i t u t i o n a l  s e r v i c e s  p u r s u a n t  t o  t h i s  a r t i c l e .  To be e l i g i b l e  f o r  
i n s t i t u t i o n a l  s e r v i c e s  o r  home and community based s e r v i c e s  as d e f i n e d  i n  
s e c t i o n  36-2931, a  pe rson  s h a l l  have a  n o n p s y c h i a t r i c  medical  c o n d i t i o n  o r  
have a  developmental  d i s a b i l i t y  as d e f i n e d  i n  s e c t i o n  36-551 t h a t ,  by i t s e l f  
o r  i n  comb ina t ion  w i t h  o t h e r  medica l  c o n d i t i o n s ,  n e c e s s i t a t e s  t h e  l e v e l  o f  
c a r e  wh ich  i s  p r o v i d e d  i n  a  n u r s i n g  f a c i l i t y  o r  i n t e r m e d i a t e  c a r e  f a c i l i t y  
f o r  t h e  m e n t a l l y  r e t a r d e d .  These r u l e s  s h a l l  e s t a b l i s h  a u n i f o r m  
p readmiss ion  s c r e e n i n g  i n s t r u m e n t  t h a t  assesses t h e  f u n c t i o n a l .  medica l .  
n u r s i n g ,  s o c i a l  and deve lopmenta l  needs o f  t h e  a p p l i c a n t .  

B. A person i s  n o t  e l i g i b l e  t o  r e c e i v e  home and community based 
s e r v i c e s  un less  t h a t  person has been determined t o  need i n s t i t u t i o n a l  
s e r v i c e s  as determined by t h e  p readmiss ion  s c r e e n i n g  i n s t r u m e n t  PURSUANT TO 
SUBSECTION C  OF THIS SECTION. The a d m i n i s t r a t i o n  s h a l l  e s t a b l i s h  g u i d e l i n e s  
f o r  t h e  p e r i o d i c  reassessment o f  each member. 

C. Preadmission sc reen ing  conducted p u r s u a n t  t o  subsec t ion  B o f  t h i s  
s e c t i o n  s h a l l  be conducted by  a  r e g i s t e r e d  n u r s e  l i c e n s e d  pu rsuan t  t o  t i t l e  
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3 2 ,  chapter 15 or a social worker. The nurse or social worker shal l  have a 
physician licensed pursuant t o  t i t l e  32 ,  chapter 1 3  or 1 7  avai lable  f o r  
consultat ion a n d  may use the applicant 's  attending physician's physical 
assessment form, i f  APPROPRIATE. in assessing needs FOR LONG-TERM 
CARE SERVICES UNDER T H I S  ARTICLE. A PHYSIC IAN WHO RECEIVES A REFERRAL FROM 
THE NURSE OR SOCIAL  WORKER MAY USE THE PHYSIC IAN 'S  MEDICAL JUDGMENT TO 
DETERMINE THE MEDICAL E L I G I B I L I T Y  OF AN APPLICANT FOR THE SYSTEM OR THE 
CONTINUED MEDICAL E L I G I B I L I T Y  OF A MEMBER OR E L I G I B L E  PERSON ENROLLED WITH 
THE SYSTEM. I N  THE MEDICAL REFERRAL, THE PHYSICIAN SHALL USE THE ESTABLISHED 
COMBINED THRESHOLDS FOR FUNCTIONAL A B I L I T Y  AND MEDICAL CONDITION AS A GUIDE 
TO DETERMINE THE R I S K  OF INST ITUT IONAL IZAT ION.  

0. I f  a person who i s  e l ig ib le  fo r  services pursuant t o  t h i s  a r t i c l e ,  
&who i s  enrolled with a program contractor pursuant t o  t h i s  a r t i c l e  a n d  
who i s  enrolled with a program contractor pursuant t o  section 3 6 - 2 9 4 0  f a i l s  
the preadmission screening for insti tutional services pursuant t o  subsection 
A of t h i s  section a t  the time of a reassessment, the  administration may 
administer a second preadmission screening designed t o  measure the  
functioning level of the person based on rules adopted by the  d i rec tor .  I f  
the  person meets the  established thresholds of the  functional preadmission 
screening. the  person i s  e l ig ib le  fo r  home and community based services 
pursuant t o  section 3 6 - 2 9 3 9 .  subsection A. paragraphs 2,  3 and 4 ,  subsection 
B,  paragraph 2 and  subsection C. I f  a person who i s  determined e l i g i b l e  
pursuant t o  t h i s  subsection i s  insti tutionalized pursuant t o  section 3 6 - 2 9 3 9 .  
including residence in a n  intermediate care f a c i l i t y  fo r  the  mentally 
retarded, i n s t i t u t i on  for mental disease, inpatient  psychiatric f a c i l i t y  o r  
nursing f a c i l i t y ,  the  person has a maximum of ninety days t o  vacate t he  
i n s t i t u t i ona l  s e t t i ng  and relocate t o  a home and community based s e t t i n g  
approved pursuant t o  section 3 6 - 2 9 3 9 .  

E. If the person i s  determined n o t  t o  need services pursuant t o  t h i s  
sec t ion ,  t h e  administration shall provide the person w i t h  information on 
other avai lable  community services. 

F. The administration or i t s  designee shall complete the  preadmission 
screening under subsection A of t h i s  section w i t h i n  e ight  days, excluding 
Saturdays and holidays. a n d  excluding the time period allowed t o  determine 
e l i g i b i l i t y  pursuant t o  section 3 6 - 2 9 3 4 ,  subsection F. 

G. If a provider who  contracts with the  administration pursuant t o  
section 3 6 - 2 9 0 4 ,  subsection A i s  dissatisfied with any action or decision of 
t he  administration regarding the e l i g i b i l i t y  of a person fo r  the system as 
prescribed i n  t h i s  a r t i c l e ,  tha t  provider may f i l e  a grievance in accordance 
w i t h  the  provider grievance procedure prescribed in section 3 6 - 2 9 3 2 .  
subsection L, paragraph 1. I f  the director determines pursuant t o  t he  
grievance process t h a t  the person should have been determined e l i g i b l e  
pursuant t o  section 3 6 - 2 9 3 3 ,  the director may reimburse the provider fo r  the  
net cost of services provided pursuant t o  t h i s  a r t i c l e  a f t e r  the  cumulative 
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time periods allowed pursuant t o  section 36-2934, subsection F a n d  t h i s  
SECTION. 

H .  In addition t o  those persons seeking services pursuant t o  t h i s  
a r t i c l e ,  the preadmission screening conducted pursuant t o  t h i s  section shall 
be made available t o  a l l  other persons applying fo r  admission t o  a nursing 
care i n s t i t u t i on .  The cost of preadmission screenings conducted by the 
administration pursuant t o  th is  subsection shall be borne by the s t a t e .  The 
administration shall provide nursing care ins t i tu t ions  a n d  the general public 
on request w i t h  detailed information about the preadmission screening program 
a n d  booklets t ha t  describe i n  c lear  and simple language the ava i lab i l i ty  of 
services a n d  benefits from the system. The booklet sha l l :  

1. Explain the avai labi l i ty  of preadmission screening t h a t  will assess 
the  functional,  medical, nursing and social  needs of the  patient  a n d  make 
recommendations on services which meet the  pa t ien t ' s  needs as ident i f ied by 
the preadmission screening assessment. 

2. Describe the ava i lab i l i ty  of public and private services 
appropriate t o  meet the patient 's  needs in i n s t i t u t i ons  a n d  a l ternat ives  t o  
i n s t i t u t i ons .  

3. E x p l a i n  financial e l i g i b i l i t y  standards fo r  the  Arizona long-term 
care system and  i t s  e f fec t  on separate and  community property. 

I .  Notwithstanding any other provision of t h i s  section.  the  director  
may enter in to  a contract with a county program contractor t o  conduct 
preadmission screening for  persons other t h a n  those defined as 
developmentally disabled pursuant t o  section 36-551. 

J .  In a d d i t i o n  t o  the preadmission screening program established i n  
subsections A and F of t h i s  section, the administration shall  implement the 
preadmission screening program as s e t  fo r th  i n  the  omnibus budget 
reconcil iat ion act  of 1987 (P.L. 100-2031 as amended by the  medicare 
catastrophic coverage act  of 1988. The i n i t i a l  level  I iden t i f i ca t ion  
screen. for persons applying for admission t o  a t i t l e  XIX ce r t i f i ed  nursing 
care i n s t i t u t i on ,  shall  be conducted by the administration on a l l  nursing 
home applicants who shall be screened pursuant t o  section 36-2933, subsection 
B a n d  who a re  applying for  e l i g i b i l i t y  pursuant t o  th is  a r t i c l e  and  by the 
nursing care ins t i tu t ion  on a l l  other nursing home applicants.  The 
administration shall  develop a uniform iden t i f i ca t ion  screening instrument 
which s h a l l  be used by the nursing care i n s t i t u t i on  a n d  the  administration 
in conducting the i n i t i a l  level I screens. If the iden t i f i ca t ion  screen 
indicates the  applicant may be mentally i l l ,  the  applicant shall be referred 
t o  the  department of health services which shall  conduct the  level I 1  
preadmission screening review using a level I1 screening instrument developed 
by the department of health services. If the ident i f icat ion screen indicates 
the applicant may be mentally retarded. the  applicant shall  be referred t o  
the department which shall  conduct the level I I  preadmission screening review 
using a level I1 screening instrument developed by the department. 
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K. The department of health services shall  conduct a n  annual review 
of the  residents i n  t i t l e  XIX ce r t i f i ed  nursing care ins t i tu t ions  who have 
been determined to  be mentally i l l  a n d  the department shall conduct a n  annual 
review of those determined t o  be mentally retarded. 

Sec. 12. Section 36-2937, Arizona Revised Statutes ,  i s  amended t o  
read: 

36-2937. Effective date of oroqram contractor 's  r e s ~ o n s i b i l i t x  
A .  The person's provider under a r t i c l e  1 of t h i s  chapter i s  

responsible fo r  providing services covered under a r t i c l e  1 of t h i s  chapter 
t o  the person until the date t h a t  the program contractor under t h i s  a r t i c l e  
i s  responsible fo r  providing services or unti l  the  person i s  n o  longer 
e l i g ib l e  under a r t i c l e  1 of t h i s  chapter, whichever occurs f i r s t .  For a 
person who i s  a member under a r t i c l e  1 of t h i s  chapter on the  date t h a t  the  
person i s  determined e l i g ib l e  under t h i s  a r t i c l e ,  the  program contractor 
under t h i s  a r t i c l e  i s  responsible fo r  PROSPECTIVELY providing services AS 
SPECIFIED IN CONTRACT t o  a person who meets the e l i g i b i l i t y  requirements of 

. . . . 
th is  a r t i c l e .  -: :fL :- 

B .  For a person who i s  not a member under a r t i c l e  1 of t h i s  chapter 
on t he  date t h a t  the  person i s  determined e l i g ib l e  under t h i s  a r t i c l e .  the 
program contractor i s  PROSPECTIVELY responsible AS SPECIFIED IN CONTRACT for  
providing services  PURSUANT TO THIS ARTICLE . . 

*L^ 
- 2 , -  

+^ C h i -  
eu s,,,,- . If the person 

i s  retroactively e l i g ib l e  pursuant t o  federal l a w  prior t o  the date t h a t  the  
program contractor assumes responsibil i ty.  the administration shall reimburse 
noncontracting providers from the Arizona long-term care fund for  services 
which a re  covered under t h i s  a r t i c l e  and  which are provided t o  the person 
during the  period of re t roact ive  e l i g i b i l i t y .  No reimbursement may be made 
for  a service provided during the period of retroactive e l i g i b i l i t y  t h a t  does 
not qualify fo r  monies under t i t l e  XIX of the social security a c t .  The 
director  sha l l  adopt rules prescribing reimbursement levels  fo r  services 
provided during the  period of re t roact ive  e l i g i b i l i t y  which are consistent 
with federal law. Covered inpat ient  hospital services provided during the 
period of re t roact ive  e l i g i b i l i t y  shall  n o t  be reimbursed a t  a level higher 
than prescribed i n  section 36-2903.01. 

Sec. 13. Section 36-2944. Arizona Revised Statutes.  i s  amended t o  
read: 

36-2944. Qualified ~ l a n  health service contracts: orooosals: 
administration: contract terms 

A .  For each county t h a t  ha s  a population of four hundred thousand 
persons or l e s s  according t o  the  most recent United States decennial census 
and tha t  was not approved as a program contractor before January 1. 1994 or 
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t h a t  o f f i c i a l l y  s t a t e s  t h a t  i t  wishes t o  end i t s  s t a tu s  as a program 
contractor ,  the  director a t  l e a s t  every FIVE years shall  prepare a n d  

. . . issue a 7 REQUEST FOR PROPOSAL and a proposed contract 
format t o  qualified group d i sab i l i ty  insurers ,  hospital a n d  medical service 
corporations. health care services organizations a n d  any other q u a 1  i f i ed  
public or private persons t o  be a program contractor and provide services 
pursuant t o  t h i s  a r t i c l e  on a capitat ion r a t e  basis t o  members who are 
enrolled w i t h  the program contractors by the system, who are not 
developmentally disabled as defined i n  section 36-551 and w h o  are residents 
of the county a t  the time of application f o r  the  system. 

8. The director may adopt rules regarding the REQUEST FOR PROPOSAL 
process which provide: 

1. For the award of contracts by categories of members or services in 
order t o  secure the most f inancial ly  advantageous b=i& PROPOSALS fo r  the 
system. 

2. That each qualif ied Wd PROPOSAL shall  be entered w i t h  separate 
categories fo r  the d i s t i nc t  groups of members or services t o  be covered by 
the  proposed contracts. as s e t  forth i n  the request fo r  proposal. 

3. For the procurement of reinsurance fo r  expenses incurred by any 
program contractor, any member or the system i n  providing services in excess 
of amounts specified by the  director in any contract  year. 

4. For a- second round competitive PROPOSALS t o  request 
voluntary price reduction of W& PROPOSALS from only those PROPOSALS 
M THAT have been tentatively selected for  award, before the  f ina l  award 
or  rejection of %& PROPOSALS. 

C.  Contracts shall  be awarded as otherwise provided by law, except 
t h a t  in no event may a contract be awarded t o  any program contractor which 
will cause the  system t o  lose  any federal monies t o  which i t  i s  otherwise 
en t i t l ed .  

D. After contracts are awarded pursuant t o  t h i s  section,  the  director 
may negotiate with any successful #d&? PROPOSAL RESPONDENT fo r  the 
expansion or contraction of services or  service  areas i f  there  are 
unnecessary gaps or duplications in services or service  areas.  

E .  Payments t o  program contractors pursuant t o  t h i s  section shal l  be 
made monthly or quarterly a n d  may be subject t o  contract provisions requiring 
the  retention of a specified percentage of the  payment by the  d i rec tor ,  a 
reserve fund or other contract provisions by which adjustments t o  the 
payments are made based on ut i l izat ion eff ic iency,  including incentives for  
maintaining quali ty care a n d  minimizing unnecessary inpat ient  services.  
Reserve funds withheld from contracts shall  be d i s t r ibu ted  t o  program 
contractors who meet performance standards established by the  director .  Any 
reserve fund established pursuant t o  t h i s  subsection shall  be established as 
a separate account w i t h i n  the Arizona long-term care system fund. 
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F. Payments made pursuan t  t o  t h i s  s e c t i o n  s h a l l  b e g i n  a f t e r  a member 
i s  e n r o l l e d  i n  t h e  system. 

G. Each program c o n t r a c t o r  p u r s u a n t  t o  t h i s  s e c t i o n  s h a l l  submi t  an 
annual  a u d i t e d  f i n a n c i a l  and programmat ic  r e p o r t  f o r  t h e  p reced ing  f i s c a l  
year  as r e q u i r e d  by  t h e  a d m i n i s t r a t i o n .  The r e p o r t  s h a l l  i n c l u d e  b e g i n n i n g  
and end ing  f u n d  ba lances.  revenues and e x p e n d i t u r e s  i n c l u d i n g  s p e c i f i c  
i d e n t i f i c a t i o n  o f  a d m i n i s t r a t i v e  cos ts .  The r e p o r t  s h a l l  i n c l u d e  t h e  number 
o f  members served by t h e  program c o n t r a c t o r  and t h e  c o s t  i n c u r r e d  f o r  va r ious  
types o f  s e r v i c e s  p r o v i d e d  t o  members i n  a  f o r m a t  p r e s c r i b e d  by  t h e  d i r e c t o r .  

H. The d i r e c t o r  s h a l l  r e q u i r e  c o n t r a c t  te rms  necessary  t o  ensure 
adequate per formance by  t h e  program c o n t r a c t o r  o f  t h e  p r o v i s i o n s  o f  each 
c o n t r a c t  executed pu rsuan t  t o  t h i s  s e c t i o n .  C o n t r a c t  p r o v i s i o n s  r e q u i r e d  by 
t h e  d i r e c t o r  s h a l l  i n c l u d e  t h e  maintenance o f  d e p o s i t s ,  performance bonds. 
f i n a n c i a l  r e s e r v e s  o r  o t h e r  f i n a n c i a l  s e c u r i t y .  

Sec. 14. Laws 1995. f i r s t  s p e c i a l  sess ion .  c h a p t e r  5 ,  s e c t i o n  13 i s  
amended t o  read:  

Sec. 13.  D i s o r o p o r t i o n a t e  s h a r e  oavments: comouta t ion :  f i s c a l  
y e a r  1995-1996 

D i s p r o p o r t i o n a t e  s h a r e  payments f o r  f i s c a l  y e a r  1995-1996 s h a l l  be 
computed based on i n f o r m a t i o n  r e c e i v e d  by t h e  A r i z o n a  h e a l t h  c a r e  c o s t  
conta inment  system a d m i n i s t r a t i o n  BY DECEMBER 31, 1995. 

Sec. 15.  Laws 1995. t h i r d  s p e c i a l  sess ion ,  c h a p t e r  1. s e c t i o n  4 i s  
amended t o  read: 

Sec. 4 .  Extended e l i a i  b i l  i t v  f o r  c e r t a i n  i n d i v i d u a l s  need inq  
t r a n s o l a n t s :  s ~ e n d  down c o n t r i b u t i o n :  d e f i n i t i o n ;  
exemot i  on f r o m  r u l e s  

A. I f .  d u r i n g  a  r e d e t e r m i n a t i o n  process f o r  e l i g i b i l i t y  i n  t h e  Ar izona 
h e a l t h  c a r e  c o s t  conta inment  system, an i n d i v i d u a l  who, as determined by t h e  
a d m i n i s t r a t i o n ,  i s  e n r o l l e d  and who i s  e l i g i b l e  f o r  a  m e d i c a l l y  necessary and 
a p p r o p r i a t e  t r a n s p l a n t  as  de te rm ined  by t h e  A r i z o n a  h e a l t h  c a r e  c o s t  
containment system as a u t h o r i z e d  p u r s u a n t  t o  s e c t i o n  36-2907, subsec t ion  A. 
paragraph 11. Ar i zona  Rev ised S t a t u t e s ,  i s  determined i n e l i g i b l e  f o r  coverage . . .  
due t o  excess income pursuan t  t o  s e c t i o n  36-2901. paragraph 4 .  
SUBDIVISION (a ) ,  fB)T ( c )  o r  ( h ) .  A r i zona  Revised S t a t u t e s ,  OR INELIGIBLE FOR 
COVERAGE PURSUANT TO SECTION 36-2901. PARAGRAPH 4 .  SUBDIVISION ( b ) ,  ARIZONA 
REVISED STATUTES, and such i n d i v i d u a l  has n o t  y e t  r e c e i v e d  t h e  t r a n s p l a n t ,  
t h e  i n d i v i d u a l  s h a l l  have an o p p o r t u n i t y  t o  ex tend  t h e  i n d i v i d u a l ' s  
e l i g i b i l i t y .  Fo r  purposes o f  t h i s  s e c t i o n .  t h e  excess income s h a l l  be 
c a l c u l a t e d  by t h e  A r i z o n a  h e a l t h  c a r e  c o s t  conta inment  system based on t h e  
t o t a l  spend down requ i rement  f o r  t h e  household  d i v i d e d  by t h e  number o f  
i n d i v i d u a l s  i n  t h e  household. I n  o r d e r  t o  ex tend e l i g i b i l i t y  t h e  i n d i v i d u a l  
may e n t e r  i n t o  a  c o n t r a c t u a l  agreement w i t h  a  h o s p i t a l  t o  pay t h e  amount o f  
excess income de te rm ined  pu rsuan t  t o  t h i s  s e c t i o n .  The h o s p i t a l  s h a l l  o n l y  
be re imbursed  by t h e  A r i z o n a  h e a l t h  c a r e  c o s t  con ta inment  system a t  t h e  
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c o n t r a c t e d  r a t e s  o f  the t r a n s p l a n t a t i o n  s u r g e r y .  i n c l u d i n g  up t o  one  
hundred d a y s  o f  p o s t - t r a n s p l a n t a t i o n  c a r e .  The amount o f  e x c e s s  income t h a t  
t h e  i n d i v i d u a l  h a s  a g r e e d  t o  pay t h e  h o s p i t a l  s h a l l  be d e d u c t e d  by t h e  
Ar i zona  h e a l t h  c a r e  c o s t  con ta inmen t  sys t em b e f o r e  payment i s  made t o  t h e  
h o s p i t a l  f o r  t r a n s p l a n t  s e r v i c e s  performed a s  a u t h o r i z e d  by t h i s  s e c t i o n .  
THE AMOUNT OF EXCESS INCOME SHALL NOT BE CHANGED ONCE THE EXTENDED PERIOD O F  
ELIGIBILITY BEGINS. The Ar izona  h e a l t h  c a r e  c o s t  c o n t a i n m e n t  s y s t e m  s h a l l  
n o t  be r e s p o n s i b l e  t o  pay any o f  t h e  spend down amount i f  t h e  i n d i v i d u a l  
f a i l s  t o  pay the  h o s p i t a l .  A copy o f  t h e  i n d i v i d u a l ' s  c o n t r a c t u a l  agreement 
w i t h  t h e  h o s p i t a l  s h a l l  be s u b m i t t e d  by t h e  c o n t r a c t i n g  h o s p i t a l  t o  t h e  
coun ty  d e t e r m i n i n g  e l i g i b i l i t y .  

B. For  t h e  pu rposes  o f  this  s e c t i o n  "extended e l i g i b i l i t y "  means a  
o n e - t i m e  t w e l v e  month CONTINUOUS e x t e n s i o n  f o r  s e r v i c e s  p r o v i d e d  p u r s u a n t  
t o  s e c t i o n  36-2907.  Ar i zona  Revised S t a t u t e s .  e x c e p t  t h a t  t h e  e x t e n d e d  
e l i g i b i l i t y  o f  an i n d i v i d u a l  who is  d e t e r m i n e d  t o  be no l o n g e r  m e d i c a l l y  
e l i g i b l e  f o r  a  t r a n s p l a n t  s h a l l  be t e r m i n a t e d  a t  t h e  end o f  t h e  month i n  
which i t  i s  d e t e r m i n e d  t h e  i n d i v i d u a l  i s  n o t  m e d i c a l l y  e l i g i b l e  f o r  t h e  
t r a n s p l a n t  u n l e s s  t h e  i n d i v i d u a l  i s  o t h e r w i s e  e l i g i b l e  f o r  s e r v i c e s  
p u r s u a n t  t o  s e c t i o n  36-2901. pa rag raph  4 .  s u b d i v i s i o n  ( a ) .  ( b ) .  ( c )  o r  ( h ) .  
Ar i zona  Rev i sed  S t a t u t e s .  For t h e  p u r p o s e s  o f  t h i s  s e c t i o n ,  e x t e n d e d  
e l i g i b i l i t y  s e r v i c e s  s h a l l  be a u t h o r i z e d  o n l y  f o r  t r a n s p l a n t  c a n d i d a t e s .  

C .  Extended e l i g i b i l i t y  pu r suan t  t o  t h i s  s e c t i o n  s h a l l  be o n l y  funded  
p u r s u a n t  t o  s e c t i o n  6  o f  t h i s  a c t .  

D. Nothing i n  t h i s  s e c t i o n  p r o h i b i t s  a n  i n d i v i d u a l  f rom a p p l y i n g  f o r  
e l i g i b i l i t y  p u r s u a n t  t o  any o t h e r  a p p l i c a b l e  p r o v i s i o n  o f  law. 

E. A p e r s o n  who was e l i g i b l e  f o r  s e r v i c e s  p u r s u a n t  t o  s e c t i o n  36-2901.  
pa rag raph  4 .  s u b d i v i s i o n  ( a ) .  ( b ) .  ( c )  o r  ( h ) ,  Ar izona  Revised S t a t u t e s ,  and 
who was e l i g i b l e  f o r  a  m e d i c a l l y  n e c e s s a r y  and a p p r o p r i a t e  t r a n s p l a n t  a s  
de termined by t h e  Arizona h e a l t h  c a r e  c o s t  c o n t a i n m e n t  sys t em a s  a u t h o r i z e d  
p u r s u a n t  t o  s e c t i o n  36-2907,  s u b s e c t i o n  A ,  p a r a g r a p h  1 1 ,  Ar i zona  Revised  
S t a t u t e s ,  and whose e l i g i b i l i t y  ended a t  any time from March 22 ,  1995 th rough  

OCTOBER 1 7 .  1995 b e c a u s e  o f  e x c e s s  income 
b e f o r e  r e c e i v i n g  a  t r a n s p l a n t ,  may a p p l y  f o r  e x t e n d e d  e l i g i b i l i t y  p u r s u a n t  
t o  t h i s  s e c t i o n .  

F .  N o t w i t h s t a n d i n g  any o t h e r  l aw ,  t h e  Ar izona  h e a l t h  c a r e  c o s t  
conta inment  sys t em a d m i n i s t r a t i o n  i s  exempt from t i t l e  41 ,  c h a p t e r  6. Arizona  
Revised S t a t u t e s ,  f o r  t h e  purposes  o f  implementing t h i s  s e c t i o n .  Within one 
hundred  twen ty  d a y s  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  s e c t i o n ,  t h e  d i r e c t o r  
of t h e  Ar i zona  h e a l t h  c a r e  c o s t  c o n t a i n m e n t  sys t em s h a l l  p r o v i d e  f o r  an 
o p p o r t u n i t y  f o r  p u b l i c  comment on any f i l e d  rules. 

G. The c o u n t i e s  a r e  n o t  l i a b l e  f o r  t h e  p r o v i s i o n  of  o r  payment f o r  
t r a n s p l a n t  s e r v i c e s  p r o v i d e d  under  t h i s  s e c t i o n ,  e x c e p t  t h a t  c o u n t y  h e a l t h  
p l a n s  unde r  c o n t r a c t  w i t h  t h e  Ar izona  h e a l t h  c a r e  c o s t  c o n t a i n m e n t  s y s t e m  
remain l i a b l e  f o r  a l l  s e r v i c e  o r  payment r e q u i r e m e n t s  s t i p u l a t e d  i n  t h e i r  
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Ar izona h e a l t h  c a r e  c o s t  containment system c o n t r a c t s .  The c o u n t i e s  remain 
r e s p o n s i b l e  f o r  mak ing t i m e l y  e l i g i b i l i t y  d e t e r m i n a t i o n s  p u r s u a n t  t o  t h i s  
s e c t i o n .  

H. I F  THE ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM AND A HOSPITAL 
THAT PERFORMED A TRANSPLANT SURGERY ON A PERSON ELIGIBLE PURSUANT TO THIS 
SECTION DO NOT HAVE A CONTRACTED RATE. THE SYSTEM SHALL NOT REIMBURSE THE 
HOSPITAL MORE THAN THE CONTRACTED RATE ESTABLISHED BY THE ARIZONA HEALTH CARE 
COST CONTAINMENT SYSTEM. A PERSON WHO HAS EXTENDED ELIGIBIL ITY PURSUANT TO 
LAWS 1995. THIRD SPECIAL SESSION, CHAPTER 1. SECTION 5 ,  I S  NOT ELIGIBLE FOR 
SERVICES PURSUANT TO THIS SECTION. 

Sec. 1 6 .  Laws 1995, t h i r d  s p e c i a l  sess ion,  c h a p t e r  1. s e c t i o n  5 i s  
amended t o  r e a d : '  

Sec. 5 .  R e t a i n i n a  t r a n s o l a n t  s t a t u s :  c o n t r a c t  c o n t r i b u t i o n ;  
exemot i  on f r o m  r u l e s  

A. If, d u r i n g  a r e d e t e r m i n a t i o n  process f o r  e l i g i b i l i t y  i n  t h e  Ar izona 
h e a l t h  c a r e  c o s t  conta inment  system, an i n d i v i d u a l  who i s  e l i g i b l e  f o r  a 
m e d i c a l l y  necessary  and a p p r o p r i a t e  t r a n s p l a n t  as de te rm ined  by  t h e  Ar i zona  
h e a l t h  c a r e  c o s t  con ta inment  system as a u t h o r i z e d  p u r s u a n t  t o  s e c t i o n  
36-2907. s u b s e c t i o n  A. paragraph 11, Ar i zona  Revised S t a t u t e s .  i s  determined 
i n e l i g i b l e  f o r  coverage due t o  excess income pursuan t  t o  s e c t i o n  36-2901. . . .  paragraph 4 .  SUBDIVISION ( a ) .  + b k  ( c )  o r  ( h ) .  A r i z o n a  Revised 
S t a t u t e s .  OR INELIGIBLE FOR COVERAGE PURSUANT TO SECTION 36-2901. PARAGRAPH 
4 .  SUBDIVISION ( b ) .  ARIZONA REVISED STATUTES, and such i n d i v i d u a l  has n o t  y e t  
r e c e i v e d  t h e  t r a n s p l a n t ,  t h e  i n d i v i d u a l  s h a l l  have an o p p o r t u n i t y  t o  e n t e r  
i n t o  a c o n t r a c t  w i t h  a h o s p i t a l  t o  pay t h e  amount o f  excess income. For  
purposes o f  t h i s  s e c t i o n ,  t h e  excess income s h a l l  b e  c a l c u l a t e d  by  t h e  
Ar i zona  h e a l t h  c a r e  c o s t  conta inment  system based on t h e  t o t a l  spend down 
requ i rement  f o r  t h e  household d i v i d e d  by  t h e  number o f  i n d i v i d u a l s  i n  t h e  
household. The excess income s h a l l  be r e c a l c u l a t e d  p u r s u a n t  t o  t h i s  s e c t i o n  
a t  t h e  t i m e  t h e  t r a n s p l a n t  becomes a v a i l a b l e .  I f  t h e  h o s p i t a l  e n t e r s  i n t o  
t h e  c o n t r a c t u a l  agreement w i t h  t h e  i n d i v i d u a l ,  t h e  h o s p i t a l  s h a l l  a l l o w  t h e  
pe rson  t o  r e t a i n  t h e  pe rson 's  t r a n s p l a n t  candidacy s t a t u s  as l o n g  as t h e  
i n d i v i d u a l  i s  m e d i c a l l y  e l i g i b l e  b u t  t h e  i n d i v i d u a l  w i l l  n o t  be e l i g i b l e  f o r  
A r i zona  h e a l t h  c a r e  c o s t  conta inment  system covered  s e r v i c e s  un less  
determined e l i g i b l e  pursuant  t o  s u b s e c t i o n  8 o f  t h i s  s e c t i o n .  A PERSON WHO 
HAS EXTENDED ELIGIBIL ITY PURSUANT TO LAWS 1995, THIRD SPECIAL SESSION. 
CHAPTER 1. SECTION 4 .  I S  NOT ELIGIBLE FOR SERVICES PURSUANT TO THIS SECTION. 

0 .  Once a t r a n s p l a n t  i s  SCHEDULED OR per formed t h e  i n d i v i d u a l  s h a l l  
+p+y REAPPLY f o r  e l i g i b i l i t y  pu rsuan t  t o  s e c t i o n  36-2901. PARAGRAPH 4. 
s u b d i v i s i o n s  ( a ) .  ( b ) .  ( c )  o r  ( h ) .  A r i zona  Revised S t a t u t e s ,  and, i f  a spend 
down of excess income i s  necessary i n  o r d e r  t o  be e l i g i b l e  f o r  t h e  Ar i zona  
h e a l t h  c a r e  c o s t  conta inment  system, i t  s h a l l  be c a l c u l a t e d  p u r s u a n t  t o  t h e  
process s p e c i f i e d  i n  s u b s e c t i o n  A o f  t h i s  s e c t i o n .  I f  t h e  t r a n s p l a n t  i s  
performed w i t h i n  t h i r t y  days p r i o r  t o  t h e  d a t e  o f  t h e  e l i g i b i l i t y  
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d e t e r m i n a t i o n  by  t h e  county  pursuant  t o  t h i s  s e c t i o n ,  t h e  A r i z o n a  h e a l t h  c a r e  
c o s t  containment system s h a l l  pay t h e  h o s p i t a l  on a  r e t r o a c t i v e  b a s i s  a t  t h e  
c o n t r a c t e d  r a t e  f o r  c o s t s  o f  t h e  t r a n s p l a n t a t i o n  surgery ,  i n c l u d i n g  up t o  one 
hundred days o f  p o s t - t r a n s p l a n t a t i o n  care.  The amount o f  excess income t h a t  
t h e  i n d i v i d u a l  has agreed t o  pay t h e  h o s p i t a l  s h a l l  be deducted by  t h e  
A r i z o n a  h e a l t h  c a r e  c o s t  conta inment  system b e f o r e  payment i s  made t o  t h e  
h o s p i t a l  f o r  t r a n s p l a n t  s e r v i c e s  pu rsuan t  t o  t h i s  s e c t i o n .  THE AMOUNT OF 
EXCESS I N C O M E  SHALL NOT BE RECALCULATED AFTER THE DATE THE PERSON BECOMES 
ELIGIBLE PURSUANT TO THIS SECTION. The Ar izona h e a l t h  c a r e  c o s t  containment 
sys tem s h a l l  n o t  b e  r e s p o n s i b l e  f o r  pay ing  any spend down amount i f  t h e  
i n d i v i d u a l  f a i l s  t o  pay t h e  h o s p i t a l .  A  copy o f  t h e  i n d i v i d u a l ' s  c o n t r a c t u a l  
agreement w i t h  t h e  h o s p i t a l  s h a l l  be submi t ted  by t h e  c o n t r a c t i n g  h o s p i t a l  
t o  t h e  county  d e t e r m i n i n g  e l i g i b i l i t y .  

C. E l i g i b i l i t y  pu rsuan t  t o  t h i s  s e c t i o n  s h a l l  be o n l y  funded pu rsuan t  
t o  s e c t i o n  6  o f  t h i s  a c t .  

0. No th ing  i n  t h i s  s e c t i o n  p r o h i b i t s  an i n d i v i d u a l  f r o m  a p p l y i n g  f o r  
e l i g i b i l i t y  p u r s u a n t  t o  any o t h e r  a p p l i c a b l e  p r o v i s i o n  o f  l aw .  

E. A  person who was e l i g i b l e  f o r  se rv i ces  pursuant t o  s e c t i o n  36-2901, 
paragraph 4, s u b d i v i s i o n  (a) ,  ( b ) ,  ( c )  o r  (h) .  Ar izona Revised S t a t u t e s ,  and 
who was e l i g i b l e  f o r  a  m e d i c a l l y  necessary and a p p r o p r i a t e  t r a n s p l a n t  as 
de te rm ined  by  t h e  A r i z o n a  h e a l t h  ca re  c o s t  containment system as a u t h o r i z e d  
p u r s u a n t  t o  s e c t i o n  36-2907. s u b s e c t i o n  A. paragraph 11, A r i z o n a  Rev ised 
S t a t u t e s .  and whose e l i g i b i l i t y  ended f rom March 22, 1995 t h r o u g h  ike 

A*<. 
w s s  rn .. & OCTOBER 17, 1995 because o f  excess income be fo re  

r e c e i v i n g  a  t r a n s p l a n t  i s  e l i g i b l e  t o  r e t a i n  t r a n s p l a n t  c a n d i d a t e  s t a t u s  
p u r s u a n t  t o  t h i s  s e c t i o n .  

F. N o t w i t h s t a n d i n g  any o t h e r  law, t h e  Ar i zona  h e a l t h  c a r e  c o s t  
conta inment  system a d m i n i s t r a t i o n  i s  exempt f rom t i t l e  41, c h a p t e r  6. A r i zona  
Rev ised  S t a t u t e s .  f o r  t h e  purposes o f  implement ing t h i s  s e c t i o n .  W i t h i n  one 
hundred  twen ty  days a f t e r  ::cti-m OCTOBER 17.  
1995. t h e  d i r e c t o r  o f  t h e  Ar i zona  h e a l t h  care  cos t  conta inment  system s h a l l  
p r o v i d e  an o p p o r t u n i t y  f o r  p u b l i c  comment on any f i l e d  r u l e s .  

G. The c o u n t i e s  a r e  n o t  l i a b l e  f o r  t h e  p r o v i s i o n  o f  o r  payment f o r  
t r a n s p l a n t  s e r v i c e s  p r o v i d e d  under t h i s  s e c t i o n ,  except  t h a t  c o u n t y  h e a l t h  
p l a n s  under c o n t r a c t  w i t h  t h e  Ar i zona  h e a l t h  ca re  c o s t  con ta inment  system 
r e m a i n  l i a b l e  f o r  a l l  s e r v i c e  o r  payment requ i rements  s t i p u l a t e d  i n  t h e i r  
A r i z o n a  h e a l t h  c a r e  c o s t  conta inment  system c o n t r a c t s .  The c o u n t i e s  rema in  
r e s p o n s i b l e  f o r  mak ing t i m e l y  e l i g i b i l i t y  d e t e r m i n a t i o n s  p u r s u a n t  t o  t h i s  
s e c t i  on. 

H. I F  THE ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM AND A  HOSPITAL 
THAT PERFORMED A  TRANSPLANT SURGERY ON A PERSON ELIGIBLE PURSUANT TO THIS 
SECTION DO NOT HAVE A  CONTRACTED RATE. THE SYSTEM SHALL NOT REIMBURSE THE 
HOSPITAL MORE THAN THE CONTRACTED RATE ESTABLISHED BY THE ARIZONA HEALTH CARE 
COST CONTAINMENT SYSTEM. 
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Sec. 17. Laws 1995. t h i r d  s p e c i a l  sess ion .  c h a p t e r  1. s e c t i o n  6, i s  
amended t o  read:  

Sec. 6. Tobacco t a x  a l l o c a t i o n  f o r  t r a n s o l a n t  r e c i o i e n t s  
Sub jec t  t o  t h e  a v a i l a b i l i t y  o f  monies i n  t h e  m e d i c a l l y  needy accoun t  

e s t a b l i s h e d  pursuant t o  s e c t i o n  42-1241. s u b s e c t i o n  C. paragraph 3. A r i z o n a  
Revised S ta tu tes .  and a f t e r  payment p u r s u a n t  t o  s e c t i o n  36-2921, s u b s e c t i o n  
A. paragraph 1. Ar i zona  Revised S t a t u t e s ,  t h e  A r i z o n a  h e a l t h  c a r e  c o s t  
containment system s h a l l  w i thdraw t h e  amount necessary t o  pay t h e  s t a t e  share 
o f  c o s t s  f o r  p r o v i d i n g  e l i g i b i l i t y  f o r  t r a n s p l a n t  r e c i p i e n t s  who a g r e e  t o  
e n t e r  i n t o  c o n t r a c t u a l  agreements w i t h  t h e  h o s p i t a l s  p u r s u a n t  t o  s e c t i o n  4 . "4 ..-+- 

,A-u " LL 

OR 5 o f  t h i s  a c t .  
Sec. 18. O i s o r o ~ o r t i o n a t e  share  oavments: c o m ~ e n s a t i o n :  f i s c a l  

y e a r  1996-1997 
D i s p r o p o r t i o n a t e  share payments f o r  f i s c a l  y e a r  1996-1997 and each 

f i s c a l  y e a r  t h e r e a f t e r  s h a l l  be computed based on i n f o r m a t i o n  r e c e i v e d  by  t h e  
Ar i zona  h e a l t h  c a r e  c o s t  con ta inment  system by December 3 1  o f  each y e a r .  

Sec. 19. Exemotion f r o m  r u l e  mak inq  
The Ar i zona  h e a l t h  c a r e  c o s t  con ta inment  system i s  exempt f r o m  t i t l e  

41. c h a p t e r  6. A r i zona  Revised S t a t u t e s ,  f o r  t h e  purposes o f  imp lement ing  
Laws 1994, chapter  322, s e c t i o n s  1 8  and 19. W i t h i n  one hundred e i g h t y  days 
a f t e r  t h e  U n i t e d  S t a t e s  department o f  h e a l t h  and human s e r v i c e s  approves a 
waiver ,  t h e  d i r e c t o r  o f  t h e  A r i z o n a  h e a l t h  c a r e  c o s t  con ta inment  system 
a d m i n i s t r a t i o n  s h a l l  p r o v i d e  an o p p o r t u n i t y  f o r  p u b l i c  comment on t h e  
proposed r u l e s .  

Sec. 20. I n o a t i e n t  h o s o i t a l  re imbursement o i l o t  oroaram 
A. N o t w i t h s t a n d i n g  any o t h e r  law.  b e g i n n i n g  on October 1, 1997 and 

end ing September 30. 2000. t h e  A r i z o n a  h e a l t h  c a r e  c o s t  con ta inment  system 
s h a l l  e s t a b l i s h  and o p e r a t e  a p i l o t  program f o r  i n p a t i e n t  h o s p i t a l  
re imbursement i n  any county  w i t h  a p o p u l a t i o n  o f  more t h a n  f i v e  hundred 
thousand persons accord ing t o  t h e  most r e c e n t  U n i t e d  S t a t e s  decenn ia l  census 
and p u r s u a n t  t o  t h i s  s e c t i o n .  

B. Beg inn ing  on October 1. 1997. t h e  d i r e c t o r  o f  t h e  A r i z o n a  h e a l t h  
ca re  c o s t  containment system s h a l l  r e q u i r e  any p r e p a i d  c a p i t a t e d  p r o v i d e r  t o  
e n t e r  i n t o  c o n t r a c t s  w i t h  one o r  more h o s p i t a l s  i n  t h e s e  c o u n t i e s  and t o  
re imburse those h o s p i t a l s  f o r  s e r v i c e s  p r o v i d e d  under  t i t l e  36. c h a p t e r  29. 
Ar izona Revised S t a t u t e s .  based on reimbursement l e v e l s  n e g o t i a t e d  w i t h  each 
h o s p i t a l  and s p e c i f i e d  i n  t h e  c o n t r a c t  and under te rms  and c o n d i t i o n s  on 
which t h e  p r e p a i d  c a p i t a t e d  p r o v i d e r  and t h e  h o s p i t a l  agree and under a l l  o f  
t h e  f o l l o w i n g  c o n d i t i o n s :  

1. The d i r e c t o r  may r e v i e w  and approve o r  d i sapprove  t h e  re imbursement 
l e v e l s .  terms and c o n d i t i o n s  agreed on by  t h e  p r e p a i d  c a p i t a t e d  p r o v i d e r  and 
t h e  h o s p i t a l .  
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2. Except  i f  s u b m i t t e d  under  an e l e c t r o n i c  c l a i m s  submiss ion  sys t em.  
a  h o s p i t a l  b i l l  i s  c o n s i d e r e d  r e c e i v e d  on i n i t i a l  r e c e i p t  o f  t h e  l e g i b l e .  
e r r o r - f r e e  c l a i m  form by t h e  p r e p a i d  c a p i t a t e d  p r o v i d e r  if  t h e  c l a i m  i n c l u d e s  
the f o l l o w i n g  e r r o r - f r e e  d o c u m e n t a t i o n  i n  l e g i b l e  form: 

( a )  An a d m i s s i o n  f a c e  s h e e t .  
( b )  An i t e m i z e d  s t a t e m e n t .  
( c )  An a d m i s s i o n  h i s t o r y  and p h y s i c a l .  
( d )  A d i s c h a r g e  summary o r  a n  interim summary i f  t h e  c l a i m  i s  s p l i t .  
(e)  An emergency r e c o r d .  i f  a d m i s s i o n  was th rough  t h e  emergency room. 
( f )  O p e r a t i v e  r e p o r t s .  i f  a p p l i c a b l e .  
( g )  A l a b o r  and  d e l i v e r y  room r e p o r t .  i f  a p p l i c a b l e .  
3. I f  t h e  p r e p a i d  c a p i t a t e d  p r o v i d e r  implements  an e l e c t r o n i c  c l a i m s  

s u b m i s s i o n  s y s t e m  i t  may a d o p t  p r o c e d u r e s  p u r s u a n t  t o  pa rag raph  2  o f  t h i s  
s u b s e c t i o n  r e q u i r i n g  documen ta t ion  d i f f e r e n t  t h a n  t h a t  p r e s c r i b e d  under  
pa rag raph  2  o f  t h i s  s u b s e c t i o n .  

4. Payment r e c e i v e d  by a  h o s p i t a l  f rom a  p r e p a i d  c a p i t a t e d  p r o v i d e r  
i s  c o n s i d e r e d  payment i n  f u l l  by t h e  p r e p a i d  c a p i t a t e d  p r o v i d e r .  A h o s p i t a l  
may c o l l e c t  any unpa id  p o r t i o n  o f  i t s  b i l l  f o r  o t h e r  t h i r d  p a r t y  p a y o r s  o r  
i n  s i t u a t i o n s  cove red  by t i t l e  33. c h a p t e r  7. a r t i c l e  3. Ar izona  Revised 
S t a t u t e s .  

C .  I f  a  p r e p a i d  c a p i t a t e d  p r o v i d e r  and a  h o s p i t a l  do n o t  e n t e r  i n t o  
a  c o n t r a c t  pu r suan t  t o  s u b s e c t i o n  B o f  t h i s  s e c t i o n ,  t h e  reimbursement level 
f o r  i n p a t i e n t  s e r v i c e s  f o r  t h a t  h o s p i t a l  s h a l l  be  t h e  re imbursement  l e v e l  
d e f i n e d  i n  s e c t i o n  36-2903.01. Ar i zona  Revised  S t a t u t e s .  a s  of  September 30 .  
1997 m u l t i p l i e d  by n i n e t y - f i v e  p e r  cent. 

D. For o u t p a t i e n t  h o s p i t a l  s e r v i c e s  p r o v i d e d  under  t h e  p i l o t  program 
p r e s c r i b e d  i n  t h i s  s e c t i o n ,  a  p r e p a i d  c a p i t a t e d  p r o v i d e r  may r e i m b u r s e  a  
h o s p i t a l  e i t h e r  p u r s u a n t  t o  r a t e s  and terms n e g o t i a t e d  i n  a  c o n t r a c t  between 
t h e  p r e p a i d  c a p i t a t e d  p r o v i d e r  and  t h e  h o s p i t a l  o r  p u r s u a n t  t o  s e c t i o n  
36-2903.01,  s u b s e c t i o n  J .  p a r a g r a p h  3. Ar i zona  Revised  S t a t u t e s .  

E .  Any c o n t r a c t s  e s t a b l i s h e d  p u r s u a n t  t o  t h i s  s e c t i o n  s h a l l  s p e c i f y  
t h a t  a r b i t r a t i o n  may be  used  i n  l i e u  o f  t h e  g r i e v a n c e  and appea l  p r o c e d u r e  
p r e s c r i b e d  i n  s e c t i o n  36-2903.01. s u b s e c t i o n  8 ,  Ar izona  Revised S t a t u t e s .  t o  
resolve any d i s p u t e s  a r i s i n g  unde r  t h e  c o n t r a c t .  

Sec .  21. I n o a t i e n t  h o s o i t a l  re imbursement  u i l o t  uroqram; 
i m o l e m e n t a t i o q  

P r i o r  t o  implement ing  t h e  p i l o t  program e s t a b l i s h e d  pu r suan t  t o  s e c t i o n  
20 o f  t h i s  a c t .  t h e  Ar i zona  h e a l t h  c a r e  cost  conta inment  sys t em 
a d m i n i s t r a t i o n  s h a l l ,  i n  c o n s u l t a t i o n  w i t h  r e p r e s e n t a t i v e s  o f  t h e  h o s p i t a l  
t r a d e  a s s o c i a t i o n  and p r e p a i d  c a p i t a t e d  p r o v i d e r s  t h a t  c o n t r a c t  w i t h  t h e  
a d m i n i s t r a t i o n  p u r s u a n t  t o  t i t l e  3 6 ,  c h a p t e r  29 ,  Ar izona  Revised S t a t u t e s ,  
deve lop  an imp lemen ta t ion  p l a n  f o r  t h e  p i l o t  program t h a t  i n c l u d e s :  
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1. Pol ic ies  f o r  the  t r a n s f e r  of members from noncontracting hosp i t a l s  
and a  process f o r  t r a n s i t i o n  of prepaid cap i t a t ed  providers and h o s p i t a l s  
from t h e  c u r r e n t  reimbursement system i n t o  t h e  p i l o t  p ro jec t .  

2. Outcome c r i t e r i a  by which t h e  p i l o t  pro jec t  success wi l l  be 
measured. 

3 .  Other i s sues  re la ted  t o  implementation raised by t h e  p a r t i c i p a n t s .  
Sec. 22. Per diem h 0 S ~ i t a l  reimbursement r a t e s :  r eca l cu la t ion  
Within t h r e e  years  of the  e f f e c t i v e  da te  of t h i s  a c t ,  t h e  Arizona 

hea l th  c a r e  c o s t  containment system sha l l ,  i n  consul tat ion with the  hospi tal  
t r a d e  a s soc ia t ion  a n d  prepaid cap i t a t ed  providers  who con t rac t  with t h e  
Arizona hea l th  ca re  cos t  containment system administrat ion pursuant t o  t i t l e  
36, chapter  29. Arizona Revised S ta tu t e s ,  determine whether t h e  reimbursement 
methodology prescribed i n  t i t l e  36, chapter  29. Arizona Revised S t a t u t e s ,  and 
i n  s ec t ion  20 of t h i s  a c t  should be modified. 

Sec. 23. Laws 1996. f i f t h  spec ia l  s e s s ion .  chapter  5 ,  sec t ion  2  i s  
amended t o  read: 

Sec. 2 .  Disorooort ionate sha re  oavments: comoutation: f i s c a l  
year  1996-1997 

Dispropor t ionate  share  payments f o r  f i s c a l  year 1996-1997 s h a l l  be 
computed based on information received by t h e  Arizona hea l th  care  c o s t  
containment system administrat ion a s  of J&+ DECEMBER 31. 1996. 

Sec. 24. Adootion of ru les  r e l a t i n a  t o  inoa t i en t  hosoi ta l  
reimbursement o i l o t  oroaram 

A.  Notwithstanding any other  law, f o r  t h e  purposes of implementing t h e  
p i l o t  program es tabl i shed  by sect ion 20 of t h i s  a c t ,  t h i s  sec t ion  governs t h e  
manner of adoption, amendment or repeal of r u l e s  by t h e  Arizona hea l th  c a r e  
c o s t  containment system instead of t i t l e  41, chapter 6. a r t i c l e s  2. 3. 4. 4.1 
and 5, Arizona Revised S ta tu t e s .  A r u l e  i s  i nva l id  unless  i t  i s  adopted. 
amended o r  repealed i n  subs t an t i a l  compliance w i t h  t h i s  s ec t ion .  

B. Before t h e  adoption, amendment or  repeal of any ru l e  re la ted  t o  t h e  
p i l o t  program es t ab l i shed  by sec t ion  20 of t h i s  a c t ,  t h e  agency sha l l  f i l e  
a no t i ce  of t h e  proposed ac t ion  with t h e  s e c r e t a r y  of s t a t e .  The n o t i c e  
sha l l  include t h e  preamble. the  exact wording of t h e  r u l e  and t h e  da te ,  time 
and loca t ion  of t h e  ora l  proceeding which sha l l  be published by t h e  sec re t a ry  
of s t a t e  i n  t h e  next ed i t ion  of the  r e g i s t e r .  

C .  I n t e re s t ed  p a r t i e s  sha l l  have an opportuni ty t o  submit w r i t t e n  
s t a t emen t s ,  arguments, data and views on t h e  proposed r u l e  up t o  t h e  day 
before t h e  o ra l  proceeding scheduled pursuant t o  subsect ion D of t h i s  
s e c t i o n .  

D. The Arizona hea l th  care cos t  containment system adminis t ra t ion  
sha l l  schedule an oral  proceeding on t h e  proposed ru l e  no e a r l i e r  than t h i r t y  
days a f t e r  t h e  published not ice  of t h e  proposed r u l e  ac t ion .  A t  t h a t  
proceeding. i n t e r e s t e d  pa r t i e s  may present  ora l  argument, data and views on 
t h e  proposed r u l e .  A member of t h e  agency sha l l  pres ide  a t  t h e  ora l  
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proceeding on a proposed ru l e  ac t ion .  Oral proceedings sha l l  be open t o  the 
public  and recorded by s tenographic o r  o the r  means. 

E. Within s i x t y  days of t h e  ora l  proceeding on t h e  proposed r u l e ,  the 
Arizona hea l th  care cost  containment system adminis t ra t ion  sha l l  review and 
may make r ev i s ions  t o  t h e  proposed r u l e  based on t h e  wr i t ten  and oral  
s ta tements  submitted by i n t e r e s t e d  p a r t i e s .  A copy of t h e  f i n a l  proposed 
r u l e  s h a l l  be submitted by t h e  d i r e c t o r  of t h e  Arizona heal th care  cos t  
containment system t o  each member of t h e  j o i n t  l e g i s l a t i v e  committee f o r  the  
Arizona hea l th  care cos t  containment system es t ab l i shed  pursuant t o  sec t ion  
41-1292, Arizona Revised S t a t u t e s .  The cochai rs  of t h e  j o i n t  l e g i s l a t i v e  
committee f o r  the  Arizona heal th ca re  cos t  containment system sha l l  schedule 
a meeting of t h e  committee no l a t e r  than t h i r t y  days a f t e r  t h e  da te  of 
r ece ip t  of t h e  proposed r u l e  and allow members of t h e  public  t o  o f f e r  wri t ten 
o r  o ra l  testimony in t h e  committee hearing.  W i t h i n  t h i r t y  days a f t e r  the  
committee hearing. t h e  committee s h a l l  submit any f indings  a n d  
recommendations regarding t h e  proposed f i n a l  r u l e  t o  the d i r e c t o r  of the  
Arizona hea l th  care  cos t  containment system. 

F .  The d i r e c t o r  of t h e  Arizona hea l th  c a r e  c o s t  containment system 
sha l l  review the  f indings and recommendations made by t h e  j o i n t  l e g i s l a t i v e  
committee f o r  t h e  Arizona heal th ca re  c o s t  containment system and may revise  
the  proposed ru l e  based on t h e  recommendations. Within f o r t y - f i v e  days from 
t h e  da te  of r ece ip t  of t h e  committee's f i nd ings  and recommendations, the  
Arizona hea l th  care cos t  containment system adminis t ra t ion  sha l l  submit t h e  
f i n a l  r u l e  t o  t h e  s e c r e t a r y  of s t a t e .  

G. For purposes of t h i s  s e c t i o n  "rule" means an agency statement of 
general a p p l i c a b i l i t y  t h a t  implements, i n t e r p r e t s  o r  prescr ibes  law or  
pol icy ,  o r  prescr ibes  the procedure o r  p r a c t i c e  requirements of a n  agency. 
Rule inc ludes  t h e  amendment or repeal of a p r i o r  r u l e  but does not  include 
interagency memoranda t h a t  a r e  n o t  de l ega t ion  agreements. The appl ica t ion  
of mathematical formulas sha l l  n o t  r e q u i r e  rulemaking f o r  t h e  purposes of 
t h i s  s ec t ion .  

Sec. 25. Laws 1996. f i f t h  s p e c i a l  s e s s ion ,  chapter  5. s ec t ion  7 i s  
amended t o  read: 

Sec. 7. AHCCCS withdrawals: Durooses 
Notwithstanding any o the r  provis ion  of l a w ,  f o r  s t a t e  f i s c a l  year 

1996-1997, t h e  Arizona hea l th  ca re  c o s t  containment system administrat ion 
sha l l  withdraw, as necessary, t h e  sum of $16.544.000 from the medically needy 
account of t h e  tobacco t a x  and h e a l t h  ca re  fund e s t ab l i shed  pursuant t o  
sec t ion  42-1241. subsection C .  paragraph 3 ,  Arizona Revised S ta tu t e s ,  subject 
t o  t h e  a v a i l a b i l i t y  of monies in  t h e  account f o r  t h e  following purposes a n d  
the  withdrawals shal l  be made before t h e  withdrawals f o r  those purposes s e t  
f o r t h  i n  s e c t i o n  36-2921, Arizona Revised S t a t u t e s :  

1. $10.000.000 t o  discontinue t h e  annual t en  mi l l ion  d o l l a r  discount 
on p r i v a t e  hospi tal  reimbursement requi red  by Laws 1993, second special  
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s e s s i o n .  chap te r  6. s ec t ion  39 as amended by Laws 1995. f i r s t  spec ia l  
s e s s i o n .  chap te r  5. s ec t ion  10. 

2. $4.522.800 t o  continue t h e  scheduled phase-out of t h e  quick payment 
discount  required by SECTIONS 8-512. 36-2903.01 AND 36-2904, ARIZONA REVISED 
STATUTES. LAWS 1992. CHAPTER 302, SECTION 14. AS AMENDED BY Laws 1993. second 
s p e c i a l  s e s s i o n .  chapter  6. sec t ion  29 27. as  amended by Laws 1995. f i r s t  
s p e c i a l  s e s s ion .  chapter  5.  sec t ion  & 6 AND LAWS 1993. SECOND SPECIAL 
SESSION, CHAPTER 6.  SECTION 29. AS AMENDED B Y  LAWS 1995. FIRST SPECIAL 
SESSION, CHAPTER 5. SECTION 8. 

3 .  $2,021,200 t o  rep lace  federal  funds reduced due t o  t h e  lower 
federa l  matching a s s i s t ance  percentage f o r  federal  f i s c a l  yea r  1996-1997 as  
repor ted  by t h e  United S t a t e s  department of heal th and human se rv ices .  

Sec. 26. Countv hosoi ta l  oavments 
A. Notwithstanding any o ther  law, unt i l  October 1. 1999, f o r  i npa t i en t  

h o s p i t a l  admissions and ou tpa t i en t  hospi tal  serv ices  f o r  indiv idual  s 
determined e l i g i b l e  pursuant t o  sec t ions  11-291 a n d  11-297. Arizona Revised 
S t a t u t e s ,  as  amended by t h i s  a c t .  a n d  sec t ions  11-291.01 a n d  11-293, Arizona 
Revised S t a t u t e s .  and who a r e  n o t  e l i g i b l e  t o  rece ive  se rv ices  from t h e  
Arizona hea l th  c a r e  c o s t  containment system, a  county board of superv isors  
may reimburse providers  and nonproviders according t o  t h e  county 
reimbursement r a t e s  i n  e f f e c t  on September 30. 1995, including t h e  quick pay 
d iscount  i n  e f f e c t  on t h a t - d a t e .  

0. When t h e  Arizona hea l th  care  cos t  containment system administrat ion 
r e c a l c u l a t e s  t h e  hospi ta l  t i e r e d  per diem ra t e s  pursuant t o  sec t ion  
36-2901.01. subsect ion J .  paragraph 3. Arizona Revised S t a t u t e s ,  the  Arizona 
hea l th  c a r e  c o s t  containment system administrat ion sha l l  apply t h e  s t a t e ' s  
t i e r e d  per diem methodology t o  county claims using a  v a l i d  sample a s  
determined by and submitted by counties  o r  t h e i r  designated r ep resen ta t ive  
i n  a  format  s p e c i f i e d  by t h e  Arizona hea l th  care  cos t  containment system 
adminis t ra t ion ,  of i npa t i en t  and outpa t ien t  claims reimbursed by counties  t o  
c a l c u l a t e  county t i e r e d  per diem r a t e s .  The Arizona hea l th  care  c o s t  
containment system adminis t ra t ion  sha l l  use county hospi ta l  claims from t h e  
same time period as  those claims used by the  s t a t e  t o  r eca lcu la t e  the  s t a t e ' s  
hospi ta l  t i e r e d  per diem r a t e s .  

C.  The Arizona hea l th  ca re  cos t  containment system adminis t ra t ion  
sha l l  not  be l i a b l e  f o r  any a c t i v i t i e s  re la ted  t o  or decis ions made based on 
t h e  requirements of t h i s  s ec t ion .  

D. County r ep resen ta t ives  and representa t ives  of a hospi ta l  t r a d e  
a s s o c i a t i o n  s h a l l  use a  v a l i d  sample of i npa t i en t  and ou tpa t i en t  c la ims ,  
inc luding  those  claims pursuant t o  subsection B of t h i s  s ec t ion ,  t o  develop 
and recommend a l t e r n a t i v e s  f o r  hospi ta l  reimbursement by count ies .  The 
coun t i e s  and a hospi ta l  t r a d e  assoc ia t ion  sha l l  present  recommendations t o  
t h e  j o i n t  l e g i s l a t i v e  committee f o r  the  Arizona health care cos t  containment 
system by October 1, 1998. 
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Sec. 27. Joint  l eg i s l a t i ve  studv committee on countv revenues 
and resoonsibi l i t ies  

A. The j o i n t  l eg i s l a t i ve  study committee on county revenues a n d  
responsibi l i t ies  i s  established consisting of the  following members: 

1. Five members of the  senate appointed by the  president of the  
senate, n o t  more t h a n  three of whom represent the same pol i t ical  party. The 
president shall  designate one of these members t o  cochair the  committee. 

2 .  Five members of the  house of representatives appointed by the 
speaker of the  house of representatives. n o t  more t h a n  three of whom 
represent the same pol i t ical  party. The speaker s h a l l  designate one of these 
members t o  cochair the  committee. 

B.  The committee may use the services of l eg i s l a t i ve  s t a f f  as 
required. 

C. The committee sha l l :  
1. Analyze counties' funding responsibi l i t ies  fo r  the  Arizona health 

care cost containment system including the  Arizona long-term care system a n d  
other indigent health care costs.  

2. Analyze revenues t ha t  are available t o  counties fo r  funding 
indigent health care responsibi l i t ies .  

3. Analyze projected indigent health care costs a n d  projected 
available revenue re la t ive  t o  counties' funding responsibi l i t ies .  

4. Make recommendations fo r  1 egi s l  a t i o n  t h a t  w i  11 balance counties'  
indigent health care funding responsibi l i t ies  w i t h  available revenues on a 
continuing 1 ong term basis.  

5. Submit a writ ten report of the  committee's finding and 
recommendations t o  the president of the senate, the  speaker of the house of 
representatives and  the governor by December 15. 1996. 

Sec. 28. Delaved reoeal 
Section 27 of t h i s  ac t  i s  repealed from a n d  a f t e r  December 31, 1996. 




