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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

STATE: ARIZONA

METHODS AND STANDARDS FOR ESTABLISHING FEE-FOR-SERVICE PAYMENT
RATES FOR LONG TERM CARE FACILITIES

_________________________________________________________________________________
TN No. 20-011 

        Effective Date October 1, 2020     Supersedes                  Approval Date ______________
TN No. 05-007 

I. General Provisions

A. Purpose

This State Plan Amendment establishes the reimbursement system for fee-for-service
payments to nursing facilities where payments are made directly by the Arizona Long Term Care 
System (ALTCS) or the acute care program.  The method of updating the per diem rates established 
under this plan from year to year is amended effective for dates of service beginning October 1, 2005. 

Nursing facility services provided by facilities owned or operated by the Indian Health or tribes 
under PL 93-638 are reimbursed for each Medicaid day at the outpatient All-Inclusive Rate as 
published in the Federal Register. 

B. Reimbursement Principles

1. Providers of nursing facility care are reimbursed based on a prospective per diem
reimbursement system designed to recognize members in four levels:

Level 1
Level 2
Level 3
Ventilator dependent, sub-acute and other specialty care.

Fee-for-service payments for services to members in nursing facilities who are ventilator dependent, 
sub-acute or receiving other specialty care are based on negotiated rates.  Negotiated rates are based 
on the rates paid by program contractors for specialty care services and member service needs.

 Reimbursement for Levels 1, 2 and 3 is based on a three component system: 

Primary Care - The primary care cost component reflects direct member care including wages,
benefits and salaries for registered nurses (RNs), licensed practical nurses (LPNs), and nurse aides.
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METHODS AND STANDARDS FOR ESTABLISHING FEE-FOR-SERVICE PAYMENT RATES 
FOR LONG TERM CARE FACILITIES 

85% for each facility, then add in the per day historic costs for property taxes and insurance to determine the 
statewide average capital component. 

4. Total Rate
The per diem nursing facility rates are calculated by summing the primary care, indirect care, and capital cost
components. These rates vary by member level of care and geographic area due to the primary care components.

5. Rate Update
Effective October 1, 2002 and each year thereafter, fee-for-service rates for nursing facilities will be updated by
applying an inflation factor or factors to the rate components in effect for the prior year.  This method of adjusting
fee-for-service rates is consistent with the method used by AHCCCS for other medical services.  For rates effective
from October 1, 2011 to September 30, 2013, and from October 1, 2015 and thereafter, no inflation factor will be
applied.

Below are the AHCCCS FFS Nursing Facility Per Diem Rates effective on and after January 1, 2023: 

Level of Care Revenue Code Urban Rate Rural Rate Flagstaff 
LOA/Therapeutic** 0183  $208.29  $201.79  $207.77 
LOA/Nursing 
Home** 

0185  $208.29   $201.79  $207.77 

Level I 0191  $208.29   $201.79  $207.77 
Level II 0192  $227.71   $219.91  $226.40 
Level III 0193  $270.10   $261.45  $269.19 
*AHCCCS has designated nursing facilities in the Arizona counties of Pima, Pinal, and

  Maricopa as Urban to be paid at the AHCCCS Urban Rate. All other counties inside or outside   
  of Arizona are designated as Rural and are paid at the AHCCCS Rural Rate (except Flagstaff ,which is paid at the rate    

     specified above). 
    **This LOA rate only applies to reserved beds at Nursing Facilities 

III. Other Provisions

A. Provider Appeals
Nursing facility providers have the right to request an informal rate reconsideration in accordance with the ALTCS
Rules.  Appeals are allowed for the following reasons:

● Extraordinary circumstances (as determined by the Director).
● Provision of specialty care services directed at members with high medical needs.
● Unique or unusually high case mix.

Appeals are made in writing to the Director. Appeals which are granted become effective no earlier than the date 
the appeal was requested. 

B. Cost and Wage Reporting
AHCCCS uses cost and wage reports filed by the nursing facilities in the State of Arizona as a basis for these rate
calculations.

May 1, 2023
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Nursing Facility Differential Adjusted Payment
As of October 1, 2022 through September 30, 2023 (Contract Year Ending (CYE) 2023), provider type 
22 nursing facilities that are located in Arizona with Arizona Medicaid utilization that meet AHCCCS 
established value-based performance metrics requirements below will receive one or both of the 
Differential Adjusted Payments described below. The Differential Adjusted Payment Schedule 
represents a positive adjustment to the AHCCCS Fee-For-Service reimbursement rates. These 
payment adjustments will occur for all dates of service in CYE 2023 only. The purpose of the 
Differential Adjusted Payment is to distinguish facilities which have committed to supporting 
designated actions that improve patients’ care experience, improve members’ health, and reduce 
cost of care growth.

a. Health Information Exchange
Nursing facilities that meet the following milestones are eligible to participate in this DAP 
initiative and earn a 1.0% DAP increase. In order to qualify, by April 1, 2022 the facility must 
have submitted a LOI to the HIE, in which it agrees to achieve the following milestones by the 
specified dates:

i. Milestone #1: No later than April 1, 2022, the facility must have in place an
active participation agreement with a qualifying HIE organization and submit a
LOI to  the HIE, in which it agrees to achieve the following milestones by the
specified dates or maintain its participation in the milestone activities if they
have already been achieved.

ii. Milestone #2: No later than  April 1, 2022, facilities that utilize external
reference labs for any lab result processing must submit necessary provider
authorization forms to the qualifying HIE, if required by the external reference
lab, to have all outsourced lab test results flow to the qualifying HIE organization
on their behalf.

iii. Milestone #3: No later than December 31, 2022, the facility must electronically
submit the following actual patient identifiable information to the production
environment of a qualifying HIE organization: admission, discharge and transfer
information (generally known as ADT information) from within the nursing
facility; continuity of care documents reflecting a summary of care within the
nursing facility including (if applicable): laboratory and radiology information;
medication information; immunization data; active problem lists (diagnosis);
social history; treatments and procedures conducted during the stay; advanced
directives; active allergies; and basic patient demographic data including
assigned provider, emergency contact and payer. For facilities that have not
participated in DAP HIE requirements in CYE 2022, the deadline for this
milestone will be April 1, 2023.

iv. Milestone #4: By the facility’s go-live date for new data suppliers, or within 30
days of initiating the respective COVID-19 related services for current data
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suppliers, the facility must complete the following COVID-19 related milestones, 
if they are applicable: 

1. Related to COVID-19 testing services, submit all COVID-19 lab test codes
and the associated LOINC codes to the qualifying HIE organization to
ensure proper processing of lab results within the HIE system.

2. Related to COVID-19 antibody testing services, submit all COVID-19
antibody test codes and the associated LOINC codes to the qualifying
HIE organization to ensure proper processing of lab results within the
HIE system.

3. Related to COVID-19 immunization services, submit all COVID-19
immunization codes and the associated CDC-recognized code sets to the
qualifying HIE organization to ensure proper processing of
immunizations within the HIE system.

v. Milestone #5:  No later than April 1, 2023, the facility must have actively
accessed, and continue to access on an ongoing basis, patient health
information via a qualifying HIE organization, utilizing one or more HIE services,
such as the HIE Portal, ADT Alerts, Clinical Notifications, or an interface that
delivers patient data into the facility’s EHR.

For any milestone that includes electronic submission of patient information, the information 
transferred to the qualifying HIE must be actual patient data; the transfer of test data does not 
fulfill these requirements. It must include all patient data, including behavioral health data and 
data covered by 42 C.F.R. Part 2. 

In order to receive the 1.0% DAP increase for HIE participation a facility must submit a LOI to the 
HIE by April 1, 2022 to the following email address: DAP@healthcurrent.org  

If a facility has already achieved one or more of the CYE 2023 milestones as of April 1, 2022, the 
LOI must include a commitment by the facility to maintain its participation in those milestone 
activities for the period April 1, 2022 through September 30, 2023. The LOI must list each facility 
that the Nursing Facility requests to participate in this DAP initiative and must include the 
AHCCCS IDs for each listed facility. In all cases, the Nursing Facility must submit the AHCCCS IDs 
for each listed facility as part of the LOI or must email the associated AHCCCS IDs to the email 
addresses noted.    

If a facility submits a LOI and receives the 1.0% DAP increase for CYE 2023 but fails to achieve 
one or more of the HIE milestones by the specified date or fails to maintain its participation in 
the HIE milestone activities, that facility will be ineligible to receive an HIE DAP for dates of 
service from October 1, 2023 through September 30, 2024 (CYE 2024) if a DAP is available at 
that time. 
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b. Urinary Tract Infection Performance Measure (1.0%)

Nursing facilities that meet or fall below the statewide average percentage for the Urinary Tract 
Infection (UTI) performance measure will qualify for a 1.0% DAP increase.  On March 15, 2022, 
AHCCCS will download data from the Medicare Provider Data Catalog website for the percent of 
long-stay residents with a UTI.  Facility results will be compared to the Arizona average results 
for the measure.  Facilities with percentages less than or equal to the statewide average score 
will qualify for the DAP increase.

Exemptions

IHS and 638 tribally owned and/or operated facilities, including nursing facilities are exempt from 
this initiative based on payments primarily at the all-inclusive rate.

Payment Methodology

For provider type 22 nursing facilities, the fee-for-service payment rates will be increased by 1.0% if 
they meet the UTI requirements and by 1.0% if they meet the HIE requirements. A Provider Type 22 
facility meeting both UTI and HIE requirements will receive a combined 2.0% increase. These 
increases do not apply to supplemental payments.

Facilities which submitted an LOI and received an increase for CYE 2022 but failed to achieve one or 
more milestones in the LOI or failed to maintain its participation in the milestone activities are 
ineligible to receive a DAP in CYE 2023.
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