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Introduction and Limitations 
The purpose of this capitation rate notification document is to provide documentation, including the 
data, assumptions, and methodologies, used to allocate the delivery system and provider payments 
initiatives (AHCCCS Targeted Investments Program) across the October 1, 2017 through September 30, 
2018 (Contract Year Ending 2018 or CYE 18) capitation rates for the Children’s Rehabilitative Services 
(CRS) Program. This capitation rate notification document for the AHCCCS Targeted Investments 
Program replaces the capitation rate notification document for the AHCCCS Targeted Investments 
Program submitted to CMS on June 6, 2019. This is a full replacement as the first notification referenced 
a final payment amount which included a subsequently identified error in twenty participants' 
payments. As a result of the subsequent identification of errors in payment amounts to these 
participants, an additional reconciliation was performed on all targeted investments participants. That 
reconciliation identified that data impacting the payment calculation for these select program 
participants had not been received by AHCCCS at the time that the incentive payments were originally 
calculated. This additional data only impacted TI BH and TI PCP payments. The TI Hospital and TI Justice 
payments were not impacted and are the same as the June 6 submission. 

The targeted investments payments are payments under 42 CFR § 438.6(c)(1)(ii). This capitation rate 
notification document was prepared for Centers for Medicare & Medicaid Services (CMS), or its 
actuaries, for review of the targeted investments payments allocation methodology. This capitation rate 
notification document also provides the CYE 18 CRS Program capitation rates with and without the 
targeted investments payments for CMS review. This capitation rate notification document may not be 
appropriate for any other purpose. 

This capitation rate notification document may also be made available publicly on the Arizona Health 
Care Cost Containment System (AHCCCS) website or distributed to other parties. If this capitation rate 
notification document is made available to third parties, then this capitation rate notification document 
should be provided in its entirety. Any third party reviewing this capitation rate notification document 
should be familiar with the AHCCCS Medicaid managed care program, the provisions of 42 CFR Part 438 
of 81 FR 27497 applicable to this capitation rate notification document, the 2018 Medicaid Managed 
Care Rate Development Guide, Actuarial Standards of Practice, and generally accepted actuarial 
principles and practices. 

CMS has yet to release a rate development guide for capitation rate updates related to payments under 
§ 438.6(c). However, AHCCCS has had several meetings with CMS regarding § 438.6(c) payment 
arrangements. From these meetings, CMS has provided guidance that a capitation rate certification is 
not required for § 438.6(c) payment allocations across rate cells. Rather, a capitation rate notification 
document can be provided to CMS that documents the data, assumptions, and methodologies used to 
allocate § 438.6(c) payments, along with the capitation rates with and without the § 438.6(c) payments. 

In light of not having an official guide to follow, AHCCCS will follow the rate development guide for 
capitation rate certifications that was used in the original CYE 18 capitation rate setting, which  is the 
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2018 Medicaid Managed Care Rate Development Guide (2018 Guide). The 2018 Guide describes the rate 
development standards and appropriate documentation to be included within Medicaid managed care 
rate certifications. In particular, Section I.4.D covers delivery system and provider payment initiatives 
and it is this section that will contain the rate update documentation. Since an official guide with respect 
to § 438.6(c) payment capitation rate updates is not yet available from CMS, the following section, 
Section I.4.D.ii.(b) was added by AHCCCS to the 2018 Guide to capture the data, assumptions, and 
methodology used to allocate the targeted investments payments by rate cell. Sections of the 2018 
Guide that do not apply will be marked as “Not Applicable” and will be included in this rate update 
document for completeness.  
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Section I Medicaid Managed Care Rates 

I.1. General Information 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 

I.2. Data 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 

I.3. Projected Benefit Costs and Trends 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 

I.4. Special Contract Provisions Related to Payment 

I.4.A. Incentive Arrangements 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 

I.4.B. Withhold Arrangements 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 

I.4.C. Risk-Sharing Mechanisms 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 

I.4.D. Delivery System and Provider Payment Initiatives 

I.4.D.i. Rate Development Standards 
This section of the 2018 Guide provides information on delivery system and provider payment 
initiatives. 

I.4.D.ii. Appropriate Documentation 
The following sections of the 2018 Guide, Section I.4.D.ii.(a)(i) through Section I.4.D.ii.(a)(iv), were 
provided in the Contract Year Ending 2018 CRS Program Capitation Rate Certification as signed by 
Matthew C. Varitek on September 15, 2017. These sections are being provided again to facilitate CMS’ 
review. Additionally, as stated in the Introduction and Limitations, AHCCCS has added a new section, 
Section I.4.D.ii.(b), titled “Allocation Methodology” to describe the data, assumptions, and methodology 
to allocate the targeted investments payments by rate cell. 

I.4.D.ii.(a) Description of Delivery System and Provider Payment Initiatives  

I.4.D.ii.(a)(i) Description 
The Targeted Investments Program is designed to provide a uniform dollar increase to eligible AHCCCS 
providers to develop systems for integrated care and support ongoing efforts to improve care 
coordination, increase efficiencies in service delivery, and reduce fragmentation between behavioral 
health and physical health care.   
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I.4.D.ii.(a)(ii) Amount 
The original estimates of anticipated payments for Targeted Investments were approximately 
$850,000. AHCCCS will adjust capitation rates in the form of an annual lump sum payment to the 
Contractors after the completion of the contract year. 

I.4.D.ii.(a)(ii) Providers Receiving Payment 
The providers receiving the payments include primary care physicians, Integrated Clinic providers, 
Behavioral Health Outpatient Clinics, and hospitals which qualify for the Targeted Investments Program 
and who demonstrate performance improvement by meeting certain benchmarks for integrating and 
coordinating physical and behavioral health care. 

I.4.D.ii.(a)(iv) Effect on Capitation Rate Development 
Funding for Targeted Investments is not included in the certified capitation rates. AHCCCS describes the 
methodology, data and assumptions related the Targeted Investment Program within the 438.6(c) pre-
print. 

I.4.D.ii.(b) Allocation Methodology  
The AHCCCS Division of Health Care Management (DHCM) Actuarial Team used FFY 18 (October 1, 2017 
through September 30, 2018) adjudicated and approved encounter data to allocate the TI payments by 
capitation rate cell. The encounter data used for this allocation included: billing provider tax IDs (TINs) 
that were eligible and received payments for the TI program, relevant claim health plan information, 
relevant rate cell information, and health plan paid (HPP) information. The encounter HPP data for these 
TINs and claim health plans could exceed the amount that each TIN received in TI payments. The FFY 18 
encounter data was therefore only used for allocation purposes to calculate the allocation percentage at 
the capitation rate cell level per TIN and claim health plan.  This allocation percentage was then applied 
to the actual TI amounts by TIN and claim health plan to derive the amount per capitation rate cell level.  
FFY 18 member month data was also utilized to develop the PMPMs for TI payments associated with 
each rate cell. The actual payments for the TI Program plus non-benefit costs are approximately $1.3 
million.  

I.4.E. Pass-Through Payments 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 

I.5. Projected Non-Benefit Costs 
See prior certifications for the non-benefit costs not related to the TI program. The TI program non-
benefit costs include a 2% premium tax, 0% contingency and an additional administrative amount of 
$10,000 per Contractor. 

I.6. Risk Adjustment and Acuity Adjustments 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 
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Section II Medicaid Managed Care Rates with Long-Term Services and 
Supports 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update.  

Section III New Adult Group Capitation Rates 
Not Applicable to the targeted investments payments for the CYE 18 CRS Program rate update. 
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Appendix I: CYE 18 Targeted Investments Payments 
 

 
CYE 18 TI Payments 

Rate Cell 
Fully 

Integrated 

Partially 
Integrated/ 

Acute 
Partially 

Integrated/ BH CRS Only Total 

TI PCP $694,538.00 $5,872.21 $86,832.06 $3,089.03 $790,331.30 
TI Hospital $2,322.79 $2.48 $1,452.45 $10.82 $3,788.53 
TI BH $241,449.16 $0.00 $255,251.65 $1,232.43 $497,933.25 
TI Justice $0.00 $0.00 $0.00 $0.00 $0.00 
TI Total $938,309.96 $5,874.69 $343,536.16 $4,332.27 $1,292,053.08 
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Appendix II: CYE 18 Capitation Rates With and Without Targeted 
Investments Payments 

 

 
Capitation Rates without TI 

Rate Cell 
Fully 

Integrated 

Partially 
Integrated/ 

Acute 

Partially 
Integrated/ 

BH CRS Only 

Revised CYE 18 Rate (10/1/17) $973.87  $920.11  $954.88  $590.83  
Revised CYE 18 Rate (1/1/18) $984.49  $936.88  $963.82  $598.14  

     
     
 

TI PMPM 

Rate Cell 
Fully 

Integrated 

Partially 
Integrated/ 

Acute 

Partially 
Integrated/ 

BH CRS Only 

Revised CYE 18 Rate (10/1/17) $4.83  $2.45  $4.36  $0.33  
Revised CYE 18 Rate (1/1/18) $4.83  $2.45  $4.36  $0.33  

     
     
 

Capitation Rates with TI 

Rate Cell 
Fully 

Integrated 

Partially 
Integrated/ 

Acute 

Partially 
Integrated/ 

BH CRS Only 

Revised CYE 18 Rate (10/1/17) $978.70  $922.56  $959.24  $591.16  
Revised CYE 18 Rate (1/1/18) $989.32  $939.33  $968.18  $598.47  
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Appendix III: CYE 18 Targeted Investments PMPM by Targeted 
Investments Providers 

 

 
CYE 18 TI PMPM 

Rate Cell 
Fully 

Integrated 

Partially 
Integrated/ 

Acute 

Partially 
Integrated/ 

BH CRS Only 

TI PCP PMPM $3.57 $2.45 $1.10 $0.24 
TI Hospital PMPM $0.01 $0.00 $0.02 $0.00 
TI BH PMPM $1.24 $0.00 $3.24 $0.09 
TI Justice PMPM $0.00 $0.00 $0.00 $0.00 
TI Total PMPM $4.83 $2.45 $4.36 $0.33 
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