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ARIZONA STATE SENATE 
Fifty-First Legislature, First Regular Session 

 
AMENDED 

FACT SHEET FOR H.B. 2045 
 

AHCCCS; hospital reimbursement methodology 
 
Purpose 
 
 Requires the Arizona Health Care Costs Containment System Administration (AHCCCS) 
to adopt a diagnosis-related group based hospital reimbursement methodology for inpatient 
services beginning October 1, 2014 and continues the current methodology through September 
30, 2014.  
  
Background 
 
 Established by Laws 1981, 4th Special Session, Chapter 1, AHCCCS is Arizona's 
Medicaid program to deliver acute and long-term medical care services to certain low-income 
individuals and families in Arizona.  In administering the state Medicaid program, one of duties 
of AHCCCS is to establish a methodology for reimbursing hospitals for inpatient services.   
 
 Current law requires AHCCCS to reimburse hospitals for inpatient services using a 
prospective tiered per diem methodology.  In using this methodology, AHCCCS reimburses 
hospitals based on the number of days a patient is in the hospital, taking into account other 
prescribed factors.      
 
 Laws 2012, Chapter 122 required AHCCCS to obtain legislative approval before 
adopting a hospital reimbursement methodology for inpatient services and required AHCCCS to 
establish workgroups to study and provide input on a new methodology.  The workgroups were 
to consist at least of representatives from the urban, rural and critical access hospital 
communities, the health plan industry and the consumer advocacy groups.  The law also required 
AHCCCS to provide for public hearings before the effective date of any new or amended rules 
on a new methodology.  
 

The fiscal impact to the state General Fund associated with AHCCCS adopting  a rule on 
a new hospital reimbursement methodology for inpatient services is unknown.     
 
Provisions 

  
1. Extends the current AHCCCS methodology (prospective tiered per diem) used for 

reimbursing hospital inpatient services from September 30, 2013 to September 30, 2014, and 
allows AHCCCS to establish a separate reimbursement methodology for claims with 
extraordinarily high costs as outlined. 
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2. Requires AHCCCS to adopt a diagnosis-related group based hospital reimbursement 

methodology for inpatient services beginning October 1, 2014 and removes the requirement 
for AHCCCS to seek legislative approval before adopting such methodology. 

 
3. Allows AHCCCS to make additional adjustments to the inpatient hospital rates for publicly 

operated hospitals or based on other factors, including the bed number, specialty services 
available, and the geographic location of the hospital.  

 
4. Allows AHCCCS to provide additional reimbursement for extraordinarily high cost cases 

that exceed a threshold above the standard payment.  
 
5. Allows AHCCCS to establish a separate payment methodology for specific services or 

hospitals serving unique populations.  
 
6. States it is the Legislature's intent that the reimbursement methodology developed by 

AHCCCS be budget neutral in the aggregate.  
 
7. States within the intent clause that AHCCCS may consider the unique financial 

characteristics of particular hospitals, including low patient volume of rural hospitals, when 
developing the payment methodology.  

 
8. Requires AHCCCS, for contract years 2015 through 2019, to report annually to the Governor 

and Legislature on the implementation of the new payment methodology, including concerns 
raised by hospitals and any realized costs savings.  

 
9. Stipulates that prior to AHCCCS changing the type of payment methodology used to 

reimburse inpatient hospital services, AHCCCS must obtain legislative authorization.  This 
does not preclude AHCCCS from making necessary adjustments for the implementation and 
ongoing administration of the diagnosis-related group based payment methodology.   

 
10. Becomes effective on the general effective date.  
 
Amendments Adopted by the HHS Committee 
 

1. Specifies the type of methodology to be adopted for inpatient services. 
  
2. Allows AHCCCS to establish a separate methodology for specific services or hospitals 

serving unique populations.  
 
3. Requires AHCCCS to obtain legislative authorization prior to changing the type of 

methodology AHCCCS uses, if different than the methodologies allowed in this act. 
   
4. Requires AHCCCS to annually report on the implementation of the new methodology, 

including hospitals' concerns and realized costs savings.  
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House Action      Senate Action 
 
Health       1/30/13     DP         8-0-0-0  HHS     3/20/13        DPA    5-2-0-0 
3rd Read    2/21/13               43-15-2-0 
 
Prepared by Senate Research 
March 25, 2013 
MY/tf 
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