
State: ARIZONA 

Attachment 4.19-B 
Page 1 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
OTHER TYPES OF CARE 

The following is a description of methods and standards for determining payment rates for specific services when 
payments are made directly to providers. Fee-for-services payments are made in accordance with the Arizona 
Health Care Cost Containment System Fee-For-Service Provider Manual and are subject to the limitations set 
forth in Attachment 3.1-A of the State Plan. 

• Outpatient Hospital Services 
From July 1, 2004 through June 30, 2005, AHCCCS shall reimburse a hospital by applying a hospital-specific 
outpatient cost-to-charge ratio to covered charges. If the hospital increases its charges for outpatient services filed 
with the Arizona Department of Health Services by more than 4. 7 per cent for dates of service effective on or 
after July 7, 2004, the hospital-specific cost-to-charge ratio will be requced.l?¥ th~tamount that it exceeds 4.7 per 
cent. If charges exceed 4. 7 per cent, the effective date of the increased charges will be the effective date of the 
adjusted AHCCCS cost-to-charge ratio. 

For dates of service beginning July 1, 2005, AHCCCS shall reimburse hospitals for outpatient acute care hospital 
services from a prospective fee schedule, by procedure code, established by AHCCCS. Hospitals with similar 
characteristics (peer groups) such as: rural/CAH designation, bed size, pediatric emphasis, special needs hospitals, 
public ownership, GME programs or Level I Trauma Centers, may be paid percentage adjustments above the fee 
schedule amount not to exceed the total payments received under comparable circumstances pursuant to Medicare 
upper limits. Rural hospitals, defmed as hospitals in Arizona, but outside Maricopa and Pima counties, may be 
paid an adjustment above the fee schedule amount not to exceed the total payments received under comparable 
circumstances pursuant to Medicare upper limits. 

Services that do not have an established fee specified by the AHCCCS' outpatient hospital prospective fee 
schedule will be paid by multiplying the charges for the service by a statewide outpatient cost-to-charge ratio. For 
dates of service July 1, 2005 through September 30, 2011, the statewide outpatient cost-to-charge ratio is 
computed from hospitals' 2002 Medicare Cost Reports. 

For dates of service beginning October 1, 2011, the statewide cost-to-charge ratio calculation shall equal either 
the CMS Medicare Outpatient Urban or the CMS Medicare Outpatient Rural Cost to Charge Ratio for Arizona. 
The urban cost-to-charge ratio will be used for hospitals located in a county of 500,000 residents or more and 

for out-of-state hospitals. The rural cost-to-charge ratio will be used for hospitals located in a county of fewer 
than 500,000 residents. 

Hospitals shall not be reimbursed for emergency room treatment, observation hours, or other outpatient hospital 
services performed on an outpatient basis; if the member is admitted as an inpatient to the same hospital directly 
from the emergency room, observation or other outpatient department. The emergency room, observation, and 
other outpatient hospital services provided before the admission are included in the inpatient reimbursement. 

Outpatient hospital payments shall be subject to the quick pay discounts and the slow pay penalties described in 
Attachment 4.19-A. 

Rebase 
AHCCCS will rebase the outpatient hospital fee schedule every five years. 

TN No. 11-010 
Supersedes 
TN no. 04-003 

Approval Date: SEP 2 2 201' Effective Date: October 1, 2011 



State: ARIZONA 

Attachment 4.19-B 
Page2 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
OTHER TYPES OF CARE 

Annual Update 

AHCCCS' rates were set as of October 1, 2010 and are effective for services on or after that date. All 
rates are published on the agency's website at http://www.ahcccs.state.az.us/RatesCodes/Default.aspx. 

There is no annual update for rates effective October 1, 2011. Rebased rates effective October 1, 2011, 
are available at http://www.ahcccs.state.az.us/RatesCodes/Default.aspx 
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Out-of-State Hospitals 

Out-of-state hospitals will be paid for covered outpatient services by applying the outpatient hospital fee 
schedule and methodology. 

Specialty Rates 

• Laboratory Services 
AHCCCS' outpatient hospital fee schedule will not exceed the reimbursement amounts authorized for 
clinical laboratory services under Medicare as set forth in 42 CFR 447.362. AHCCCS' rates were set as 
of October 1, 2010 and are effective for services on or after that date. All rates are published on the 
agency's website at http://www.ahcccs.state.az.us/RatesCodes/Default.aspx. 

• Pharmacy Services 
Reimbursement is subject to the limitations set forth in 42 CFR 447.331 through 447.332. 

• EPSDT Services Not Otherwise Covered in the State Plan 
AHCCCS reimburses for chiropractor services and personal care services using a capped fee schedule. 
Personal care services are described in Attachment 3.1-A Limitations, page 2(a). Payment is the lesser of 
the provider's charge for the service or the capped fee amount established by AHCCCS. AHCCCS' rates 
were set as of October 1, 201 0 and are effective for services on or after that date. All rates are published 
on the agency's website at http://www.ahcccs.state.az.us/RatesCodes/Default.aspx. 

• Hospice 
AHCCCS reimburses for the hospice benefit, including routine home care, continuous home care, 
inpatient respite care and general inpatient care. The Medicaid hospice payment base rates are the current 
Medicare annual hospice rates, adjusted: 1) by the Medicare published hospice wage index for the 
geographic locale in which the hospice services are provided; and 2) to disregard cost offsets attributable 
to coinsurance specified by Medicare for the same rate period. These rates are authorized by section 18 
14(i)( c )(ii) of the Social Security Act, which also provides for annual increases in payment rates for 
hospice care services. 
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