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October 7, 2015

Mark Wong

Division of Medicaid and Children’s Health Operations
U.S. Department of Health & Human Services

Centers for Medicare & Medicaid Services

90 Seventh Street, Suite 5-300 (5W)

San Francisco, CA 94103-6707

RE: Arizona SPA #15-007, APR DRG Update
Dear Mr. Wong:

Enclosed is State Plan Amendment (SPA) #15-007 APR DRG, which updates DRG for the DCI and
transition adjustment factors as of October 1, 2015.

If you have any questions about the enclosed SPA, please contact Theresa Gonzales at (602) 417-4732.

Sincerely,

A

Monica H. CoUry
Assistant Director
Office of Intergovernmental Relations

cc: Brian Zolynas, CMS
Jessica Woodard, CMS
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Attachment 4.19-A
Page 24
STATE OF ARIZONA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
INPATIENT HOSPITAL CARE

K. Length of Stay Defined

For purposes of inpatient hospital reimbursement, the length of stay is equal to the total number of
calendar days of an inpatient stay beginning with the date of admission and ending with the date of
discharge or transfer, but not including the date of discharge or transfer unless the patient expires. A
claim for inpatient services with an admission date and discharge date that are the same calendar date
will be processed and reimbursed as an outpatient claim, unless the patient expired on the date of

discharge.

L. Documentation and Coding Improvement and Transition Adjustment Factors

A DCI and transition adjustment factor will be applied to each claim for an inpatient hospital stay.
The DCI and transition adjustment factor is a hospital-specific value established to limit the financial
impact to individual hospitals of the transition to a DRG payment methodology, by phasing in the
impact over two years, with full implementation in the third year, and to account for improvements in
documentation and coding that are expected as a result of the transition. The DCI and transition
adjustment factors are published as part of the AHCCCS capped fee schedule and posted on the
AHCCCS website as of October 1, 20152014 at

http://www.azahcccs.gov/commercial/ProviderBilling/rates/ APRDRG.aspx.

M. DRG Final Payment

The DRG final base payment is the lesser of the DRG initial base payment determined under

paragraph G and the DRG transfer payment determined under paragraph |, multiplied by a proration
factor if applicable, and further multiplied by the DCI and transition factor. The DRG final outlier
add-on payment is the outlier add-on payment determined under paragraph H, multiplied by a
proration factor if applicable, and further multiplied by the DCI and transition factor. The DRG final
payment amount is equal to the DRG final base payment amount plus the DRG final outlier add-on

payment amount.
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