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State: ARIZONA
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
Avrizona 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
reduced by the amount 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.

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
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, defined
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.

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



