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OVERVIEW 
HB 2526 adds a new article regarding nursing facility provider assessments and the necessary 
corresponding language.  

HISTORY 
The Arizona Department of Health Services licenses and monitors health care facilities and 
providers throughout the state. Licensing inspections, on-site surveys, and complaint 
investigations are conducted to promote quality care and safety and to ensure that performance 
standards are met for facility operation and maintenance. The Arizona Health Cost Containment 
System (AHCCCS) contracts with licensed nursing facilities to offer services for individuals who 
require nursing home or in-home care. Some of these services are offered through the Arizona 
Long Term Care System (ALTCS) for individuals who are 65 or older, blind or have a disability 
(at any age) and need ongoing services at a nursing facility level of care. In addition to these 
eligibility criteria, for an individual to be eligible for ALTCS their household monthly income 
cannot exceed $2,000.  

According to the National Conference of State Legislatures, a “provider tax,” sometimes termed 
a “fee” or “assessment,” is a state law that authorizes collecting revenue from specified 
categories of providers.  In most states, it is used as a mechanism to generate new in-state funds 
and match them with federal funds so that the state gets additional federal Medicaid dollars. In 
the majority of cases, the cost of the tax is promised back to providers through an increase in the 
Medicaid reimbursement rate for their patient treatment and services. Beyond Medicaid, 
states have the option to tax most types of providers and services and to designate or earmark the 
revenue for any state purpose. In relation to licensed nursing facilities, provider taxes may be 
assessed on beds, revenues, patient days, or any other measure as long as the total tax does not 
exceed 6% of a nursing home’s revenue.  

PROVISIONS 
Nursing Facility Quality Assessment Calculations 

• States that beginning October 1, 2012, AHCCCS shall charge a quality assessment on health 
care items and services provided by nursing facilities in order to obtain federal financial 
participation. The monies must be used for supplemental payments to nursing facilities for 
covered Medicaid expenditures, not exceeding the Medicare Upper Payment Limit Program 
requirements.  
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• Prescribes each nursing facility must pay the assessment to the Department of Revenue 
(DOR) on a quarterly basis. 

• States that, unless required by law, Title 42, Chapter 5, Article 1 governs the administration 
of the assessment except that: 
 A separate license is not required for the assessment 
 If a nursing facility does not have a transaction privilege tax license, it must obtain one. 
 Each facility must report and pay the assessment on forms prescribed by DOR. 
 A separate bond is not required of employees of DOR who administer the assessment. 
 The assessment may be included without segregation in any notice and lien filed for 

unpaid transaction privilege taxes.  

• Requires AHCCCS to calculate the quality assessment on the net patient service revenue of 
all nursing care facilities that are subject to quality assessments. The assessment may not 
exceed 3.5% of net patient service revenue and must be calculated and paid on a per resident 
day basis, exclusive of Medicare resident days. 

• Specifies that AHCCCS must request a waiver to exclude certain nursing facilities from the 
quality assessment and permit certain high volume Medicaid nursing facilities or facilities 
with a high number of total annual patient days to pay the quality assessment at a lower 
amount per non-Medicare resident days.  

• Exempts the following nursing facility providers from the quality assessment: 
 Continuing care communities.  
 Nursing facilities with 58 or fewer beds.  

• Permits AHCCCS to lower the quality assessment for either certain high volume Medicaid 
nursing facilities or certain facilities with high patient volumes. 

Nursing Facility Assessment Fund 
• Establishes the Nursing Facility Assessment Fund (Fund) and specifies that the Fund must 

consist of: 
 Monies received by AHCCCS from nursing facility assessments. 
 Federal monies and federal matching monies made by AHCCCS’ use of money deposited 

in the Fund. 
 Interest or penalties collected pursuant to this article. 
 Legislative appropriations. 
 Private grants, gifts, contributions and devices received to assist with carrying out the 

purposes of this article.  

• States AHCCCS must administer the Fund and that monies in the Fund are continuously 
appropriated. 

• Prescribes that monies in the Fund must be used for the following: 
 To qualify for federal matching funds for supplemental payments. 
 To pay administration expenses not to exceed 1% of the aggregate assessment funds 

collected for the fiscal year. 
 To reimburse the Medicaid sharer of the quality assessment. 
 To provide medical supplemental payments to fund covered services.  

• Specifies that the State Treasurer must invest and divest monies in the Fund and that monies 
earned from investment shall be credited to the Fund. 
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Quality Assessments and Penalties for Late Payments 
• Asserts that each nursing facility must pay a quality assessment, except those that are 

exempt, and that AHCCCS must determine the assessment rate prospectively for the 
applicable fiscal year on a per resident day basis. 

• Requires AHCCCS to adopt rules for the facility reporting of non-Medicare resident days 
and for payment of the assessment.  

• States that the nursing facility assessment is due quarterly with the initial payment due within 
45 days after the state plan has been approved by the Centers for Medicare and Medicaid 
Services (CMS) and subsequent payment is due no later than 45 days after the end of the 
calendar quarter.  

• Allows a nursing facility to increase its charges to other payors to incorporate the assessment 
but not establish a separate line-item charge on the bill reflecting the assessment. 

• Clarifies that if an entity operates or maintains more than one nursing facility, the entity must 
pay a quality assessment for each facility. 

• Specifies that if a nursing facility does not pay the full amount of the assessment when due, 
DOR shall impose a civil penalty of 5% of the amount of the assessment. DOR may, 
however, waive a penalty if good cause is shown.  In addition to a civil penalty, DOR may 
seek any of the following: 
 Withhold any medical assistance reimbursement payments until the assessment is paid in 

full. 
 Suspend or revoke the nursing facility’s license. 
 Require the nursing facility to pay any delinquent assessment in installments. 

Adjustment of Payments Definition 
• Stipulates that a nursing facility is eligible for quarterly nursing facility adjustments based on 

nursing facility days from the most recent cost report before the start of the fiscal year. 

• Requires AHCCCS to make adjustments on a quarterly basis to reimburse the Medicaid 
portion of the quality assessment and other covered Medicaid expenditures within the upper 
payment limit. Each payment must be made within 30 days of the end of the calendar quarter.  

Modifications 
• Allows AHCCCS to modify the categories of facilities exempt from the quality assessment 

and the rate adjustment provisions of this article if doing so is necessary to obtain and 
maintain approval by CMS and if the modification is consistent with the purposes of this 
article. 

Discontinuance of Assessments 
• States that DOR must discontinue collection of all assessments if: 

 The quality assessment waiver is not approved by CMS. 
 AHCCCS reduced funding for nursing facility services below the state appropriation. 
 AHCCCS or any other state agency uses the monies in the Fund for any other purpose 

than permitted in this article. 
 Federal financial participation to match the quality assurance assessments becomes 

unavailable under federal law. 

• Specifies that if DOR discontinues the collection of quality assessments, it shall return all 
monies in the Fund to the nursing facilities from which the assessment was collected.  
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• Contains an application of federal approval clause, a delayed repeal and a Proposition 108 
clause.  

Definitions 
• Defines fiscal year, Medicare resident days, net patient service revenue, continuing care 

retirement community, nursing facility, reductions from gross inpatient revenue, resident 
day, upper payment limit and nursing facility days.  
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