Arizona Administrative Register
Notices of Final Rulemaking

NOTICES OF FINAL RULEMAKING

The Administrative Procedure Act requires the publication of the final rules of the state’s agencies. Final rules are those which
have appeared in the Register 1st as proposed rules and have been through the formal rulemaking process including approval by
the Governor’s Regulatory Review Council. The Secretary of State shail publish the notice along with the Preamble and the full
text in the next available issue of the Arizona Administrative Register after the final rules have been submitted for filing and pub-

lication.
NOTICE OF FINAL RULEMAKING
TITLE 9. HEALTH SERVICES
CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ADMINISTRATION
PREAMBLE
1.  Sections.Affected Rulemaking Action
R9-22-33% Amend
R9-22.401 Amend
R9-22-402 Amend
R9-22-403 Amend
R9-22-404 Amend
RG.22-405 Amend
R9.22-406 Amend
R9-22-801 Repeal
R9-22-801 New Section
R9-22-802 Repeal
R9-22-802 New Section
R9-22-803 Repeal
R9-22-803 New Section
R9-22-804 Repeal

R9-22-804 New Section

R9-22.339
Authorizing statute: A.R.S, § 36-2903.01(B)
Implementing statute: A.R.S. § 36-2903.01(K)

Article 4
Authorizing statute: A.R.S. § 36-2503.01(H)
Implementing statutes: A.R.S. §§ 36-2903(C)(2), (D), and (N} and 36-2904(C)

Article 8
Authorizing statute: A R.S. § 36-2903(H)
Implementing statutes: A.-R.S. §§ 36-2903.01(B)(4) and 36-2904(H)

3. Theeffective date of the rules:
January 14, 1997

Notice of Rulemaking Docket Opening:
1 A AR 1669, September 22, 1995

2 A.AR. 2027, May 17, 1996

2 ALAR. 2053, May 24, 1996

Notice of Proposed Rulemaking:
2 ALAR. 3108, June 14, 1996
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4 genLy pe <
Name: Cheri Tomlinson

Address: AHCCCS, Office of Policy Analysis and Coordination
801 East Jefferson, Mail Drop #4200
Phoenix, Arizona 85034

Telephone: (602) 417-4198

Fax: {602) 256-6756

1 o omie e .

R9-22.339: This newbom eligibility rule is being amended to reflect the approval of a waiver by the Heaith Care Financing
Administration. The federal waiver allows newbomns of categorically eligible mothers to remain AHCCCS eligible for 1 year,
regardless of the mother’s continued eligibility.

ARTICLE 4: The proposed rules result from a 5-year rule review of this Article which identified some non-substantive revisions
which would make rule language clearer and more accurate. Language is deleted in R9-22-401 since it already appears, more
appropriately, in a list of required contract provisions, at R9-22-402(A)(27). Language in R9-22-402 was revised to more acou-
rately reflect the time records should be retained. The new langurage parallels language used in AHCCCS contracts with Health
Plans. Current rule language would allow documents to be destroyed after 5 years, however, the revised language requires that
records for which payments are In question be kept until final disposition or resclution which could be longer than 5 years. The
sanction dollar limit of $3,000 reflected in R9-22-406 was deleted since a maximum limit is no longer inciuded in AHCCCS con-
tracts. This provides the agency with the ability to escalate sanction amounts in the event that a particular compliance problem is
severe and/or becomes chronic. Other changes have been made to reflect current policies or to better clarify the intent of the rule.
For example, the term “quality assurance” was updated to reflect the current industry term “quality management”.

ARTICLE 8: Pursuant to recornmendations made during a S-year rule review, amendments to rule language in the Article are
being made to adopt rules that are more understandable, more logical, more consistent and which conferm with current format and
style requirements. Essentially the current riles were reformatted and rewritten to meet these goals. For example, the current rules
did not consclidate general provisions that govern all grievances and appeals. R93-22-801 now achieves this. The adopted general
provision rules (R9-22-801) and the grievance rule (R9-22-804) will be cross-referenced in the ALTCS (9 A.A.C. 28) grievance
and appeal rules (rulemaking in process) to assure consistency in procedures for all parties involved in resolving grievance and
appeal matters.

The only substantive change in the Article 8 rulemaking is in R9-22-803. These new rules are needed because, as of July I, 1995,
AHCCCS took over the responsibility for conducting Supplemental Security Income-related medical assistance eligibility deter-
minations and for handling any appeals resulting from this action. Prior to July 1995, the Department of Economic Security was
responsible for this. (NOTE: Article § rules do not include procedures for grievances and appeals arising from DES eligibility
determinations since DES rules govern those grievances and appeals.)

Not applicable.

8. » - - . N
R9-22-339: AHCCCS members who are infants will benefit by receiving medical coverage from AHCCCS for 1 year after birth

regardless of the mother’s eligibility status. However this impact is not a direct result of the rule, but rather of HCFA’s approval of
this extended eligibility period.

ARTICLE 4: The changes will have nominal economic impact on AHCCCS Health Plans because they will be required to main-
tain records longer in certain instances. The 1 AHCCCS Heaith Plan that could be classified as a smali business will also be nom-
inally impacted for the cost of maintaining records for a longer period of time than it would currently. AHCCCS Health Plans that
have difficulty complying with agency policies may be subject to larger sanction amounts because the rules would eliminate the
current $5,000 per violation sanction limit, This could benefit AHCCCS members because the Health Plans would have additional
incentive to comply with rules and continue to provide quality care. AHCCCS will also benefit because the clearer rule language
will make contract monitoring and administration easier for staff. There will be no impact on political subdivisions because the
changes pertain only to contractual arrangements between AHCCCS and contractors who provide services to AHCCCS members.

ARTICLE 8: There will be no substantive fiscal impact on businesses or political subdivisions as changes are being made only to
make the rules easier to use and to clarify AHCCCS’ role in determining eligibility for SSI-related medical assistance only individ-
uals and providing continued medical coverage to deemed newborns. There will be 2 minor impact for the cost of printing the cop-
ies of the rule revision and a small cost for training AHCCCS staff to be aware of the changes made in R9-22-803 as a result of the
transfer of eligibility for SSk-related MAO individuais to AHCCCS. AHCCCS acute care applicants, eligible persons and mem-
bers and the State may benefit from the changes because the grievance and appeal process will be more clearly defined and it is
possibie this could result in the initiation of fewer grievances and appeals.

> .' 1€ 13 _" DCIWee HE DIronosed > . ll: 33 1C a Il‘ AN 14 = .ll:l‘

For rules R9-22-339; R9-22-401 through R9-22-406; and R9-22-801 through R9-22-804 there were some minor changes made
between the proposed and final rules. There are minor changes in word choices, grammar, and style and were made to enhance the
clarity, conciseness, and understandability of the rules. However, due to written and oral comments regarding R9-22-1001 and
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R9-22-1002, the Administration is adding clarifying language that is substantive in nature. Therefore, the Administration is sepa-
rating these rules from the original rulemaking package, and filing a Supplemental Notice for R9-22-1001 and R9-22-1002. This
action will permit interested parties to further comment on the new rule language.

10.

Not apphcable.

12.
R9-22-339: None

ARTICLE 4:

42 CFR 433, Subpart D is incorporated in R9-22-402(AX(11).

42 CFR 434.6(b) is incorporated in R9-22-402(A)(12).

For rules R9-22-339; R9-22-401 through R9-22-406; and R9-22-801 through R9-22-804 the agency received no oral or written
comments. The Administration is filing the proposed rule language as the final rulemaking langunage.

42 CFR 434, Subpart C is incorporated in 89-22-402(B} and R9-22-403(B)(7).
42 CFR 447.50 through 447.58 are incorporated in R9-22-402(A)(18).
42 CFR 453, Subparts A and B are incorporated in R9-22-405(A) (20), and(21) respectively.

ARTICLE &: None
13. Was the rule previously adopied as an_ emergency rule?
No.

14. The full text.of the rules follows:

TITLE 9. HEALTH SERVICES

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

ARTICLE 3. ELIGIBIEITY AND ENROLLMENT

R3-22-339.  Newbom Eligibility-eligibility
ARTICLE 4. CONTRACTS, ADMINISTRATION, AND
STANDARDS

R9-22-401.  General

R9-22-40(2.  Contracts

R9-22-403.  Subcontracts

R9-22-404. Contract Amendments; Mergers; Reorganizations

R9-22-405.  Suspension, Denial, Modification, or Termination of
Fact

R9-22-4086,

Contract Compliance Sanction Alternative-complie
onaliemat
ARTICLE 8. GRIEVANCE AND APPEAL PROCESS
R9-22-301.  Eligibility-Appeals—and-Hearing Requests-for the
g’ff]gf*“ I'ggf*;aﬂj geadﬁ El;g;sbls o3 P*“Ggm

X | Provisions For All Giri l :
R9-22-802. MemberGrievances Eligihility Appeals for Appli-
Eligible P Mot Recalvi
State-funded AHCCCS Serviges
R9-22-803. Nen-member Grievances Eligibility Appeals for
. L o
Applicants, Eligible Persons, and Members Receiv- SSl-retated Medical Asei Nnly AHCOCS
Services.
R9-22-804. GConwractorand-Gounty Grievances Gricvances
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ARTICLE 3. ELIGIBILITY AND ENROLLMENT

R9-22-339.  Newborn Eligibility elipibility

A, A newbom whose mother has Newborn-of-mothers-whe-have
been determined indigent or medically needy shall be provided
not less than 30 consecutive days nor astmore than 60 consec-
utive days of AHCCCS eligibility. Eligibility shall begin on
the date of birth, Nothing contained in this subsection shall be
construed to prevent a newborn frem obtaining additional eli-
gibility and enrollment as otherwise provided for in this Arti-
cle.

Newboms-ofeat-
egoricaliy-eligible mothersshall be AHCCCS eligible from the
date of birth through the end of the month in which its theis-Ist
birthday occurs, as long as the newbom remains in the

mother’s household in_Arizona inthe-state-of-Arizona-and-the

me&het—rem&ms—eat&gms&ﬂ-y—ehgible»

C. If AHCCCS recefves notification of the baby’s birth from the
appropriate eligibility agency, contractor, centractor-or hospi
tal, the newborn shall be enrolled according to R9-22-333, R9-
22-334, R922-334-or R9-22-342 RE-22.707, oL AHOCCS
rales-whichever is applicable.

ARTICLE 4. CONTRACTS, ADMINISTRATION, AND
STANDARDS

R9-22-401. General

Contracts to provide services under AHCCCS will be established
between the Administration and qualified providers of health care
in conformance with the requirements set-fosth-in this Article. Con-
tracts and subcontracts entered into in accordance with this Article
are shall-beceme-public records on file with the Administration in

i ith selocted provisions of 42 and 45 C - Octor
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R9-22-402, Contracts
A. FEach contract

between the Administration end a contractor

shall be in writing and shall contain at least the following
information:

1. The Eull-disclosure-of the-method and amount of com-

pensation or other consideration to be received by the

contractor.

2. The ldentification-ofthe-name and address of the contrac-
tor.

3. The Identification-efthe-population to be covered by the
contract.

4. The amount, duration, duration-and scope of medical ser-
- vices to be provided, or for which compensation will be
paid.

5. The Specification-ofthe-ferm of the contract, including
the beginning and ending dates, as well as methods of
extension, renggotiation, and termination.

6. A provision that the Director or the Secretary of the U.S.
Department of Health and Human Services may evaluate,
through inspection or other means, the quality, appmpn;
aleness. appropriateness—or timeliness of services per-
formed under the contract.

7. A description of patient, medical, medieal—and cost
record-keeping systems and a provision that the Director
or the Secretary of the U.8. Department of Health and
Human Services may audit and inspect any of the con-
tractor's records that pertain to services performed and
determinations of amounts payable under the contract.
These Such records shall be maintained by the contractor
for 5 years from the date of final payment or,-ustil-any

o - ..
WWJWWW S frer the d ¢ final disnosit
mmm@mmm

8. A provision to retain forihe-retention of a specified per-
centage of periodic payments to contractors, have a
reserve fund, or usg another means to adjust. the.payments
made to contractors, ;

- based on utiliza-
tion efficiency, including incentives for maintaining qual-
ity care and minimizing unnecessary inpatient services.
This provision specification applies only to capped fee-
for-service and AHCCCS-assembled AHGCCGSessem-
bied-network contractors and providers that participate in
a risk retention fund in accordance with R9-22-714.

9. A provision that confractors shall maintain all forms,
records, records-and statistical information required by
the Director for purposes of audit and program manage-
ment. This Such material, including files, gorrespon-
dence, eorespondence-and related information pertaining
to services rendered or claims for payments shall be sub-
jeet to inspection and copying by the Administration and
the J.8. Department of Health and Human Services dur-
ing normal business hours at the place of business of the
person or organization maintaining the records. The-cost
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activities to be performed by
the contractor affecting categorically eligible persons and
members that are telated to third-party liability require-
ments as prescribed in 42 CFR 433, Subpart D, as of
October I, 1995, which is incorporated by reference and
on file with the Administration and the Office of the Sec-
retary of State. This incorporation by reference contains

no future editions or amendments
43:12.Functions thas may be sub-~
contracted, including a provision that any subcontract
i meets the

M-QW%%M
requirements of 42 CFR 434.6(b), as of October 1, 1993,
hich is. i | ; ! file with d

tions or amendments.
14.13.A provision that the contractor ammange for the collection
of any requlred co-payment and third-party-insurance:
185:14.A provision that the contractor wiil not bill or attempt to
collect from z.the member for any covered service except
as may be authorized by statute or these rules.

16:15.A provision that the contract will not be assigned or
transferred without the prior approval of the Director.
1716 Procedures A-provision-that-spesifies for enrollment or

re-enrollment of the covered populat;on
48:17. Procedures
terminating the contract.
19.18.A provision that any cost sharing requirements imposed
for services furnished to members are in accordance with
42 CFR 447.50 through 447.58,.25.0of October 1, 1995

and criteria for

A dirinistrati | the Office. of fhe S T
ﬂ - . - ] ﬁ . E N I-'
fions or amendments..

20.19.A provision in-the-contract-or-propesal-on—which-the
contract-is-based that specifies the:a-The actuanai basis
for computation of ca;ntatmn fees,
b

dod for in il : L

Limi torth ind2 CER 447361

21.20.P i ; inatine Provisi i .
nation—of enrollment and choice of health professional,
; . sy : ¢ 42 CER

22.21.A provision that a contractor shall provide for an inter-

nal grievance procedure that:

2. Isapproved in writing by the Administration;

b. Provides for prompt resolution; and

¢, Ensures Assares the participation of individuals with
authority to require corrective action.

23.22 A provision that zequires the contractor to maintain an
internal quality-management-assuranee-system consistent
with AHCCCS rules. and-42-CFR-Sestion434-34

24.23.A provision that requires the copiractor te submiit mar-
keting plans, procedures and materials to the Administra-
tion for approval in accordance with R9.22-505 before
implementation.

2524 A statement in-the-contraetorpropesal-on-which-the
contract-is-based that all representations made by contrac-
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tors or authorized representatives are truthful and com-
plete to the best of their knowledge.

26.25.A provision that the contractor is shall be-fully responsi-
ble for all tax cbligations, Worker's Compensation Insur-
ance, and all other applicable insurance coverage, for
itself and its employees, and that the Administration has
shall have no responsibility or liability for any of the such
taxes or insurance coverage.

21.26.A provision that the contractor agrees to comply with all
applicable statutes and rules.

B. Each contract shall include all provisions necessary to ensure
compliance with the applicable requirements of 42 CFR 434,
Subpart C, as of October 1, 1993, which is incorporated by refs

T on file with 1t Iministrati 1 the Office of

o - "

WMMW ; it | 45 CER-74
AppeadinG

R9-22-403.  Subcontracts
A. Approval. Any subcontract entered into by a contractor to
provide covered services o cateporically-needyindigentor

medically-needy AHCCCS members or any amendment to a

subcontract shall be subject to review and approval by the

Director. No subcontract alters the legal responsibility of athe

contractor to the Administration to ensure assure that all activ-

ities under the contract are catried out.
B. Subconiracts. Each subcontract shall be in writing and
include:

1. That-A-—specification the subcontract islo shall be gov-
erned by, and construed in accordance with all laws,
rules, sutes-and contractual obligations of the contractor.

2. Pravision An-agreement to notify the Administration in
the event the subconiract agreement with-the-centracter is
amended or terminated. .

3. Provision An-asreement that assignment or delegation of
the subcontract jg.shali-be voidable unless prior written
approval is obtained from the Administration.

4. Provision As-agreement to hold harmless the state, the
Director, the Administration, Administration and mem-
bers in the event the contractor cannot or will not pay for
covered services performed by the subcontractor.

5. A Provision that the subcontract and subcontract amend-
ments are subject to review and approval by the Director
as set forth in these rules and that a subcontract or sub-
contract amendment may be terminated, rescinded,

i or cancelied by the Director for a violation of
the-provisiens-of these rules.

6. Provision As-acreement to hold harmless and indemnify
the state, the Director, the inistrati ini
tion and members against claim, liabilities, judgments,
costs eests and expenses with respect to third parties,
which may accrue against the state, the Director, the
Administration, Administration or members, through the

negligence of the subcontractor.

%8, The requirements contained in R9-22-402,
CAYCTL (AMOY (AYI0) (AXNI4), (AXIS), (AY1T), and
(A)(24) through (AY26) subsection-(A)-paragraphs(1)
G OYLT and (354} throveh {27)26) but substituting
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the term “subcontractor” wherever the term “contractor”
is used.

C. Waiver. A contractor may submit a written request to the
Adiministration requesting 2 waiver of the requirement that the
contractor subcontract with a hospital in the contractor's ser-
vice area. The request shall set forth the reasons g.waiver is
pelieved to be necessary therefor and shall state all efforts the
confractor has that-have-been made to secure such a subcon-
tract. For good cause shown, the Administration may waive
the hospital subcontract requirement. The Administration
shall consider the following criteria in deciding whether to
waive the hospital subcontract requirement:

1. The number of hospitals in the service area.

2.  The extent to which the contractor's primary care physi-
cians have staff privileges at noncontracting hospitals in
the service area.

3. The size and population of, and the demographic distribu-
tion within, the service area.

4. Patterns of medical practice and care within the service
area.

5. Whether the contractor has diligently attempted to negoti-
ate a hospital subcontract in the service area.

6. Whether the contractor has any hespital subcontracts in
adjoining service areas with hospitals that are reasonably
accessible to the contractor's members in the service area.

7. Whether the contractor's members can reasonably be
expected to receive all covered services in the absence of
a hospital subcontract.

RO-22-4064. Contract Amendments; Mergers; Reorganiza-

i . Additionally, any
merger, reorganization, reorganization or change in ownership ofa
subcontractor that is related to or affiliated with the contractor shall
constitute a contract amendment which requires the prior approval
of the Director. To be effective, contract amendments shall be in
reduced-to writing and executed by the-contraster-and the Director.

R9-22-405.  Suspension, Denial, Modification or Termination

A. General. The Director may suspend, deny, refuse or fail to
reniew, or terminate a contract or subcontract for good cause
which may include the following reasons:

1. Submitting any misleading, false, false—or fraudulent
information with 2 ¢laim when-subsmitting-elaims for pay-
ment.

2. Submitting false information for the purpose of obtaining
greater compensation than that to which the contractor is
legally entitied.

3. Submitting an_inaccurate or incomplete represenfation

ions-in the bidding process.

4. Failing to disclose or make available to the Administra-
tion, or its authorized representatives, records of er ser-
vices provided to eligible persons or members and
records of payment made for the.services thereafter.

5. Submitting false information for the purpose of obtaining
authorizatio i i iri izat

6. -

services-or-the-delivery of unnecessary services by induc-
ing or otherwise causing an eligible person or member to
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16.

17.

18.

19.

20.

February 28, 1997

10.

1L

12.

13.

14.

receive services or items not required by the sueh person
or member or by directly furnishing the such services or
items.

Providing Previsien-of any services in violation of or not
authorized by or otherwise precluded by licensure, gerti-
fication, sestification or other law.

Rreaching Breach-of the terms or conditions of a contract.
Having 2 member A-felony-conviction-of members of the
board, administrator administraters, manager managers,
or participating physician physieians of a contractor con-

victed of a felony.

previously
been found ineligible to participate in federal or state
assembled medical programs by the Administration or
any other state or federal governmental agency.
lemg to reimburse a subcontracting or and noncontract-
ing provider previdess utilized by referral for the provi-
sion of medically necessary heaith care services fo the
contractor’s theis-members within 60 days of receipt of a
valid claim valid-claisms; unless a different period is spec-
ified by contract, or failing to ensure that future claims
will be paid.
Falimg to reimburse mmaunma;ungpmmdﬂ_omnnpm_

for the

provision of emergency medical services provided to the
contractor's members within 60 days of receipt of a valid
claim valid claims, or failing to ensure that future claims
will be timely paid.
Eailing Failure 10 provide and maintain quality health
care service to eligible persons and members, as deter-
mined by standards established by state and federal stat-
ute or regulations.

B.cmmmg@pen-th&—eea%;ae@e; msoivent, or ﬁimg pro-
ceedings in bankruptcy or reorganization under the
United States Code, or assigning rights or obligations
under the contract without the prior written consent of the
Administration.

to
comply with the reportmg or disclosure requirement of 42

R9-22-408.
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CFR 455, Subpart B, as of Qctober 1, 1995, which is

2L

no future editions or amendments, 455203

22. B.:mg,aanm&iad.@m&eﬁ of 2 criminal offense related
to involvement in any program under Medicare, Medic-
aid, Medicaid or Title XX of the Social Security Act of
any person who has an ownership or control interest in
the contractor or subcontractor, or is an agent or mapag-
ing employee of the contractor or subcontractor.

23. Failing Eailure to conform to and abide by the applicable
laws or rules of the-state-ef Arizona, the United States
federal government and the Administration.

Modification and termination of the contract without cause.
The contract may be modified or terminated at any time by
mutual consent of the Adminisiration ard contractor. Addi-
tionally, the Administration may terminate or suspend the con-
tract in whole or in part without cause effective 30 days after
mailing written notice of termination or suspension by certi-
fied mail, return receipt requested, to the contractor.
Notification. The Director shall will provide the confracior
written notice of intent to suspend, deny, fail to renew, or ter-
minate a contract or related subcontract. The Such notice shall
will be provided to affected principals, enrolled members and
aother interested parties, and shall sl include the effective
date of, and reason for, the such action.
Records. All medical, financial, finaneial and other records
shall be retained by a terminated contractor in accordance with
federal and state laws and rules. Medical records or copies of
medical records may be reguired to be submitted shall-be-pre-
wided to the Director, or his designee, within 10 working days
of the effective date of contract termination.

Contract Compliance Sanction Alternative e~

pliznce-sapction-alternative
A 1 i of usine - i ibed in RO-22-

1.  Suspend Suspeasion-of any or all firther member enrol}-
ment, by choice or assignment, for a period of time to-be
commensurate with the nature, term, term and severity of
the violation,

2. Withhold Withhelding-of a percentage of the contractor's
capitation prepayment, commensurate with the nature,
term, ters and seventy of the violation,but-notto-exceed

3:B. mem&gummmmmmmm

notice will-be-provided—contractors specifying the sanction
alternative, grounds for the sanction, sush-sanstien-and either
the length of suspension or the amount of prepayment to be
withheld.

4.C, Nothing contained in this Section shall be construed to prevent

the Administration from imposing sanctions provided for by
contract,
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ARTICLE 8. GRIEVANCE AND APPEAL PROCESS
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, ber's henefi tofcl : 5 . . . Iaim._denial shall 1

L Ag b filod directly with i ] 3 : nall ith sarticularity the factual and
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