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Welcome
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Current Policy
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OVERVIEW OF CURRENT POLICY
APR-DRG Payment System Design Payment Policies: January 2020

Policy Decision

1.  DRG Grouper APR-DRG 3M™ (version 34)

2.  DRG Relative Weights 3M™ National Weights

3.  Outlier Payment Policy Medicare – like model
Using Medicare Cost-to-Charge ratios

4.  Transfer Payment Policy Reduced payment for acute-to-acute transfer 
(discharge status codes 02, 05, 66)

5.  Partial Eligibility Transfer-like payment reduction for Medicaid 
non-covered days

6.  Capital Payment N/A

7.  Interim Claims $500 per diem paid for lengths of stay greater 
than 30 days
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OVERVIEW OF CURRENT POLICY (cont)
APR-DRG Payment System Design Payment Policies: January 2020

Policy Decision

8. Providers carved out of DRG pricing

• Rehabilitation and LTAC hospitals not reimbursed 
under the DRG methodology. These facilities 
reimbursed under a separate per diem rate.

• Freestanding psychiatric facilities not reimbursed 
under the DRG methodology. These facilities 
reimbursed under a separate per diem rate 
consistent with AHCCCS reimbursement policy

9. Payment for Specialty Services
• Hospitalization with transplant services are 

performed a recipient may first receive inpatient 
hospital services that are not related to the any 
transplant components. These services are paid 
under the APR-DRG methodology. 

10. Hospital Base Rates 

• Hospitals designated as type “Specialty” are 
reimbursed under the DRG methodology, under a 
separate DRG base rate. 

• All other providers are reimbursed under the same 
standardized base rate

• The standardized base rate is wage adjusted
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OVERVIEW OF CURRENT POLICY (cont)
APR-DRG Payment System Design Payment Policies: January 2020

Policy Decision

11. Budget Goal
Budget neutral in previous rebasing, in aggregate 
(we start at budget neutral or value that the state 
determines.)

12. Targeted Policy Adjustors

• Obstetrics and Normal Newborn: : 1.550
• Neonates: 1.100
• Psychiatrics and Rehab: 1.650
• Burns: 4.000
• Pediatric, SOI 1 & 2: 1.250
• Pediatric, SOI 3 & 4: 2.300
• All other claims 1.025

13. Transitional Period N/A for this update

14. Case Mix Normalization Up for discussion if we should apply CMI 
Normalization for changing from V34 to V38
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Hospital Payment 
FFY 2022 Updates
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• FFY 2022 time period is defined as October 1, 2021 – September 30, 2022

• Model claims data extraction for rate setting purposes occurred week of January 25, 2021
– Using dates of service in Calendar Year 2019 (January 1, 2019 – December 31, 2019)
– Paid claims and adjudicated encounters only
– Fee-for-service claims and managed care encounters
– In-state and high utilization out of state providers

• Grouper versions update to APR-DRG v38

• Guidehouse performs several steps of data validation to confirm the data is usable for APR-DRG grouping 
and pricing purposes and will not lead to any errors in our rates. 

FFY 2022 Updates
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APR-DRG changes between v34 and v38 Updates – Summary of Changes Documents v35 – v38 
Handouts

• DRG Changes
– 14 new DRGs
– 8 deleted DRGs
– 18 revised DRGs

• Billing Requirement Changes
– Vaginal deliveries now require billing of both a delivery procedure and a delivery outcome
– DRG 589 (birthweight < 500 grams) now requires billing of both a birth weight and a gestational age

• National DRG Relative Weights 
– Calculated using a dataset containing only ICD-10 codes

FFY 2022 Updates (cont)
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Rate Year 2022 Updates
New DRGs since v34

New DRG AHCCCS Policy Adjustor Under 
Current Policy

027 – Other open craniotomy
029 – Other percutaneous intracranial procedures
030 – Percutaneous intracranial and extracranial vascular procedures
178 – Other heart assist systems
179 – Defibrillator implants
183 – Percutaneous structural cardiac procedures
323 – Non-elective or complex hip joint replacement 
324 – Elective hip joint replacement 
325 – Non-elective or complex knee joint replacement 
326 – Elective knee joint replacement 

Adult: 1.025
Pediatric SOI 1 and 2: 1.250
Pediatric SOI 3 and 4: 2.300

539 – Cesarean section with sterilization
543 – Abortion w/ D&C, aspiration curettage, or hysterotomy
547 – Antepartum with O.R. procedure 
548 – Postpartum and post abortion diagnosis with O.R. procedure

Obstetrics: 1.550
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• Accurate data is the most important aspect in ensuring accurate rates are producing in our grouping analysis.

• Data validation checks including:
– Header level data such as:

– Claim counts, valid Dx codes, and duplicate claims
– Provider IDs, Recipient IDs, Missing Recipient
– Dates of service, admit, and discharge
 

– Field values and amount distribution such as:
– Month/Year, Health Plan, Provider, Program (FFS vs. MCO)
– Diagnosis Category, Claim Bill Type and Discharge Status, Allowed amount range
– Age Range, Recipient, Gender

– Ensure all grouping information is present:
– Claims are grouped following the rules of date of claim
– Grouping is compared to the DRG from the claim data

FFY 2022 Updates: Data Validation
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• Development of 2022 rates is ongoing

• FFY review items include: 
– Maintain budget neutral in aggregate
– Inpatient outlier payment parameters (including trimpoint and thresholds)
– Policy adjustors
– Border status for acute care hospitals
– Use of normalized national weights

• Target Rate Setting Timeline
–  Communicate proposed new rates and payment parameters in mid to late April 2021 workgroup meeting

FFY 2022 Updates:
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Potential need for 
APR-DRG v38 CMI 
Normalization
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• Goal – to avoid large shifts in base rates due to substantial changes in 3M’s APR-DRG 38 weights. V36 and 
V37 are relatively stable in each version but compared to historical values they are quite low.

• Reasons for changes in weights
– Data set composed of ICD 10 only claims
– Changes in hospital utilization, charges and cost in 3M dataset
– Changes in distribution between SOI 1/2 versus 3/4

• Solution – Calculate a normalization factor that could be applied to 3M’s v38 APR-DRG weights

• Example Calculation of Normalization Factor:

APR-DRG v38 CMI Normalization (If Necessary)
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Data Summaries
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Size of dataset summary

Data Summaries
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Summary of current pricing by policy adjustor

Data Summaries (cont)
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Data Summaries (cont)
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Data Summaries (cont)
Summary of current pricing by provider (HEALTHII) category
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Data Summaries (cont)
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Data Summaries (cont)
Summary of current pricing by CAH versus non-CAH
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Data Summaries (cont)
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Data Summaries (cont)
Summary of top 10 DRGs by volume
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Data Summaries (cont)
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COVID-19 
Considerations
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• Current COVID-19 Impact
– 3M included the new COVID-19 ICD-10 code, U07.1, into the April 1, 2020 release
– 3M HIS APR v37 logic update to include new vaping code and COVID-19 diagnosis code effective April 1 

2020
– Working on summary of COVID-19 Coding and Grouping for HCPCS/CPT Codes, APR-DRG Mapping, and 

ICD-10 Diagnosis Code(s)

• AHCCCS will review how COVID-19 will impact future rate setting
– Current rate development for FFY 2022 will not be impacted because the base data (CY 2019) does not 

include COVID-19 cases
– Will review impact of reduced utilization and COVID-19 cases for future rate years

COVID-19 Considerations
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QUESTIONS?
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• Please send any questions by email to 
– Kenna Garman at kenna.garman@azahcccs.gov
– Wendy Ecker at  wendy.ecker@azahcccs.gov

• Please submit all email questions by March 31, 2021 

Questions
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