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302 PRIOR PERIOD COVERAGE RECONCILIATION: ADMINISTRATIVE 
SERVICES SUBCONTRACTORS 

EFFECTIVE DATE: October 1, 2018 
REFERENCES:  A.R.S. § 36-2905 and § 36-2944.01; A.A.C. R9-22-101; Patient Protection and 
Affordable Care Act, Section 9010; ACOM 412 

Due to the uncertainty regarding actual utilization and medical cost experience during the 
Prior Period Coverage (PPC) period, the Division intends to limit the financial risk to its 
Administrative Services Subcontractors (ADSS).  The PPC Reconciliation applies to dates of 
service effective in Contract Year Ending (CYE) 19 and Forward, and is based upon prior 
period expenses and prior period net capitation as described in this policy.  The Division will 
recoup/reimburse a percentage of the AdSS’s profit or loss for all risk groups as described 
below.  All profit/loss sharing is based on adjudicated encounter data and 
subcapitated/block purchase expense reports.  This reconciliation is performed annually on a 
contract year basis, which is October 1 to September 30.  

Definitions 

A. Access to Professional Service Initiative (APSI) - Effective October 1, 2018, the
Division seeks to provide enhanced support to certain professionals in order to (1)
preserve and enhance access to these professionals who deliver essential services to
members and (2) support professionals who are critical to professional training and
education efforts.  APSI is a program to preserve and promote access to medical
services through a uniform percentage increase to the AdSS’s rates for professional
services provided by qualified physicians and non-physician professionals affiliated with
designated hospitals who meet the definition outlined in ACOM Policy 325.

B. Administrative Component - The administrative component is equal to the
administrative Per Member Per Month (PMPM) built into the rates multiplied by the
actual PPC member months for the contract year being reconciled.

C. Health Insurer Fee Capitation Adjustment - An amount equal to the capitation
adjustment for the year being reconciled that accounts for the Contractor’s liability for
the excise tax imposed by section 9010 of the Patient Protection and Affordable Care
Act and the premium tax and any other state or federal taxes associated with that
portion of the capitation rate.

D. Prior Period Coverage (PPC) - The period of time prior to the member’s enrollment,
during which a member is eligible for covered services. The timeframe is from the
effective date of eligibility until the date the member is enrolled with an AdSS.  Refer to
A.A.C. R9-22-101.  If a member made eligible via the Hospital Presumptive Eligibility
(HPE) program is subsequently determined eligible for the Division via the full
application process, prior period coverage for the member will be covered by AHCCCS
Fee-For-Service (FFS) and the member will be enrolled with the Contractor only on a
prospective basis.  The time period for prior period coverage does not include the time
period for prior quarter coverage.

E. PPC Capitation - Capitation payment for the period of time from the first day of the
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month of application or the first eligible month, whichever is later, to the day a 
member is enrolled with the Contractor. 

F. PPC Medical Expense - Total expenses covered under the contract for services provided
during the PPC time period, which are reported through fully adjudicated
encounters.  This will exclude APSI expenses.

G. PPC Net Capitation - PPC capitation less the administrative component, the health
insurer fee capitation adjustment, APSI capitation and the premium tax component.

H. PPC Reconciliation Risk Groups - Populations subject to this reconciliation include all
PPC risk groups except State Only Transplants and Adult Group above 106% FPL
(Adults > 106%) (formerly known as Newly Eligible Adults or NEAD) (Acute Care
Contractors Only).

I. Premium Tax - The premium tax is equal to the tax imposed pursuant to A.R.S. § 36-
2905 and §36-2944.01 for all payments made to AdSSs for the Contract Year.

Policy 

A. General

1. The reconciliation must relate solely to fully adjudicated PPC medical expense
for all PPC reconciliation risk groups.  The enhanced portion of a payment for
Primary Care Enhanced Payment (PCP Parity) that is subject to AHCCCS cost
settlement will not be included in the reconciliation, the non-enhanced
portion of the payment will be included in the reconciliation.  The enhanced
portion of a payment for APSI that is subject to a unique reconciliation as
outlined in ACOM Policy 325 will also be excluded from this reconciliation.

2. The reconciliation will limit the AdSS’s profits and losses to 2% of the AdSS’s
PPC net capitation for all PPC reconciliation risk groups combined (See
Attachment A for calculation).  Any losses in excess of 2% will be reimbursed
to the AdSS, and likewise, profits in excess of 4% will be recouped.  The full
PPC period is eligible for this reconciliation.

B. Division Responsibilities

1. No less than six months after the contract year to be reconciled, the Division
will perform an initial reconciliation.  The reconciliation will be calculated as
follows:

PPC Net Capitation

Less: PPC Medical Expense

Equals: Profit/Loss to be reconciled adjusted for PCP Parity

The Division may incorporate completion factors in the initial reconciliation based
on internal data available at the time of the reconciliation.
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PPC capitation and medical expense to be included in the reconciliation are 
based on the date of service for the contract year being reconciled. 

2. The Division will compare fully adjudicated encounter information to financial
statements and other AdSS submitted files for reasonableness.

3. The Division will provide the AdSS with the data used for the initial
reconciliation and provide a set time period for review and comment by the
AdSS.  Upon completion of the review period, the Division will evaluate AdSS
comments and make any adjustments to the data or reconciliation as
warranted.  The Division may then process partial distributions/recoupments
through a future monthly capitation payment.

4. A second and final reconciliation will be performed no less than 12 months
after the end of the contract year to be reconciled.  This will allow for
completion of the claims lag and encounter reporting.  The Division will provide
the AdSS with the data used for the final reconciliation and provide a set time
period for review and comment by the AdSS.  Upon completion of the review
period, the Division will evaluate AdSS comments and make any adjustments
to the data or reconciliation as warranted.

5. Any amount due to or due from the AdSS as a result of the final reconciliation
that was not distributed or recouped as part of the initial reconciliation will be
paid or recouped through a future monthly capitation payment.

C. AdSS Responsibilities

1. The AdSS must submit encounters for PPC medical expense and those
encounters must reach a fully adjudicated status by the required due dates.
The Division will only use fully adjudicated encounters reported by the AdSS
to determine the medical expenses used in the reconciliation.

2. The AdSS must maintain financial statements that separately identify all PPC
transactions, and must submit such statements as required by contract and in
the format specified in the AHCCCS Financial Reporting Guide.

3. The AdSS must monitor the estimated PPC reconciliation receivable/payable
and record appropriate accruals on financial statements submitted to the
Division on a quarterly basis.

4. It is the AdSS’s responsibility to identify to the Division any encounter data
issues or necessary adjustments by the initial reconciliation due date.  It is
also the responsibility of the AdSS to correct (including adjudication of
corrected encounters) any identified encounter data issues no later than 12
months after the end of the contract year being reconciled.  Reconciliation
data issues identified that are the result of an error by the Division will be
corrected prior to the final reconciliation.

5. The AdSS must submit any additional data as requested by the Division for
reconciliation purposes (e.g. encounter detail file).
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6. If the AdSS performs recoupments/refunds/recoveries on PPC claims, the
related encounters must be adjusted (voided or void/replaced) pursuant to
ACOM Policy 412.  The Division reserves the right to adjust any previously
issued reconciliation results for the impact of the revised encounters and
recoup any amounts due to the Division.  If the AdSS does not submit the
revised encounters within the required timeframe, the Division may recoup
the estimated impact on the reconciliation and reserves the right to sanction
the AdSS.
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317 CHANGE IN ORGANIZATIONAL STRUCTURE 

REVISION DATE: 10/1/2018 
EFFECTIVE DATE: May 13, 2016 
REFERENCES: ACOM Policy 438, ACOM 439, ACOM 103; AHCCCS Contract Attachment F3, 
Contractor Chart of Deliverables, AHCCCS Contract Section D, Corporate Compliance; 42 CFR 
106, 42 CFR Subpart B 

Purpose 

This policy identifies the requirements for submitting changes in the Division’s organizational 
structure resulting from an act of the Governor of the State of Arizona or the Arizona State 
Legislature or resulting from a planned change in a Management Service Agreement (MSA) 
Subcontractor.  This policy also identifies the Division’s role in monitoring and evaluating 
changes in organizational structure, as defined below, for a Management Service Agreement 
subcontractor. 

Definitions 

A. Acquisition – an acquiring, by one company, of all of a target company’s assets, 
capital, or stock. 

B. Administrative Services Subcontract - agreement that delegates any of the 
requirements of the contract with the Division, including, but not limited to the 
following: 

1. Claims processing, including pharmacy claims 

2. Credentialing, including those requirements for only primary source verification 

3. Management Service Agreements (MSAs) 

4. Service Level Agreements with any division or subsidiary of a corporate parent 
owner. 

Providers are not AdSS. 

C. Articles of Incorporation - basic legal instrument required to be filed with the state 
upon incorporation of a business (sometimes also referred to as the Certificate of 
Incorporation or the Corporate Charter). 

D. Change In Organizational Structure - any of the following: 

1. Acquisition 

2. Change in Articles of Incorporation 

3. Change in ownership 

4. Change of MSA subcontractor (to the extent management of all or substantially 
all plan functions has been delegated to meet Division contractual 
requirements) 
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5. Joint venture 

6. Merger 

7. Reorganization 

8. State agency reorganization resulting from an act of the Governor of the State 
of Arizona or the Arizona State Legislature 

9. Other applicable changes that may cause a change in any of the following: 

a. Employer Identification Number/Tax Identification Number (EIN/TIN) 

b. Critical member information, including the website, member or provider 
handbook and member ID card 

c. Legal entity name. 

E. Change in Ownership - any change in the possession of equity in the capital, stock, 
profits, or voting rights, with respect to a business such that there is a change in the 
persons or entities having the controlling interest of an organization, such as changes 
that result from a merger or acquisition, or, with respect to non- stock corporations 
(e.g., non-profit corporations), a change in the members or sponsors of the 
corporation or in the voting rights of the members or sponsors of the corporation. 

F. Joint Venture - business arrangement in which two or more parties agree to pool their 
resources for the purpose of accomplishing a specific task.  This task can be a new 
project or any other business activity.  In a joint venture, each of the participants is 
responsible for profits, losses and costs associated with it.  However, the venture is its 
own entity, separate and apart from the participants’ other business. 

G. Management Service Agreement (MSA) - type of subcontract with an entity in which 
the entity’s management delegates all or substantially all management and 
administrative services necessary. 

H. Merger - Two companies join together to form a single entity, using both companies’ 
assets or stock, or, for non-stock corporations (e.g., non-profit corporations), the 
conversion of memberships, sponsors or their voting rights.  Both companies cease to 
exist separately and new stock is issued for the resulting organization or, for non-stock 
corporations (e.g., non-profit corporations), memberships or sponsors are combined or 
their voting rights are transferred to the new corporation. 

I. Performance Bond - A cash deposit with the State Treasurer or a financial instrument 
secured by the AdSS in an amount designated by the Division to guarantee payment of 
AdSS claims. 

J. Reorganization - An arrangement where a company attempts to restructure its 
business to ensure it can continue operations.  A company restructuring may work 
with its creditors to restate its assets and liabilities which may be an attempt to avoid 
a bankruptcy. 
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Change in Organizational Structure 

A change in organizational structure includes any of the following: 

A. Acquisition 

B. Change in Articles of Incorporation 

C. Change in Ownership 

D. Change of MSA Subcontractor 

E. Joint Venture 

F. Merger 

G. Reorganization 

H. Other applicable changes that may cause: 

1. A change in the Employer Identification Number/Tax Identification Number 
(EIN/TIN) 

2. Changes in critical member information, including the website, member or 
provider handbook, and member ID card, or 

3. A change in legal entity name. 

In addition, a change in organizational structure may require a contract amendment to the 
Division’s contract with AHCCCS.  If the Division does not obtain prior approval, or AHCCCS 
determines that a change in the Division’s organizational structure is not in the best 
interest of the state, AHCCCS may terminate the contract.  Similarly, a change in 
organizational structure may require a contract amendment to the AdSS contract with the 
Division.  If the AdSS does not obtain prior approval, or the Division determines that a 
change in the AdSS organizational structure is not in the best interest of the state, the 
Divisiion may terminate the contract.  The Division may offer open enrollment to the 
members assigned to the AdSS should a change in organizational structure occur.  The 
Division will not permit one organization to own or manage more than one contract within 
the same line of business in the same Geographic Service Area (GSA). 

Transition Plan 

The Division submits a summary of all changes in organizational structure and a transition 
plan to AHCCCS 180 days prior to the effective date of the change. 

Items in the transition plan, for which information is not yet available for submission, or is still 
considered draft, must be noted and submitted, or resubmitted, to AHCCCS no later than 90 
days prior to the effective date. 

As part of the transition plan, the Division will complete an assessment of the following: 

A. Any potential interruption of services to members including steps to ensure there are 
no interruptions 
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B. The ability to maintain and support the contract requirements 

C. Major functions of the Division, as well as Medicaid programs, are not adversely 
affected 

D. The integrity of a fair, competitive procurement process for MSA Subcontractors. 

Notification to AHCCCS 

When notifying AHCCCS, the considerations listed above, and the following information is 
included in the summary: 

A. Any material change to operations as specified in ACOM Policy 439 and AHCCCS 
Contract, Section D 

B. The state or federal legislation, rule, or action that necessitates a change in 
Organizational Structure 

C. A description of the following: 

1. Any changes to the management and staffing of the organization currently 
overseeing services provided under the contract 

2. Any changes to existing Management Services Subcontracts 

3. Any changes to the administration of critical components of the organizations, 
information systems, prior authorization, claims processing, or grievances 

4. The plan for communicating the change to members, including a draft 
notification to be distributed to affected members and providers 

5. The planned changes to critical member information, including the website, 
member and provider handbook, and member ID card 

6. Any anticipated changes to the network 

7. Any changes in federal or state funding that directly impact the Medicaid line 
of business. 

D. Upon AHCCCS approval of the transition plan, any additional information requested by 
AHCCCS will be submitted within 120 days of the change, as specified in Contract, 
Attachment F3, Contractor Chart of Deliverables. 

The Division submits the following no later than 45 days prior to the effective date of the 
change in organizational structure and commencement of operations under the new 
structure, as specified in Contract, Attachment F3, Contractor Chart of Deliverables: 

A. Information regarding the Disclosure of Ownership and Control 

B. Disclosure of Information on Persons Convicted of a Crime in accordance with 42CFR  
455, Subpart B, 42 CFR 455.436, State medicated Director Letters 08-003 and 09-
001 

C. AHCCCS Contract Section D, Corporate Compliance, and AHCCCS ACOM Policy 103 
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For a change of MSA Subcontractor, the Division follows the process for the review and 
approval of the new MSA Subcontractor as outlined in AHCCCS ACOM Policy 438. 

Changes in Organizational Structure for an MSA Subcontractor 

MSA Subcontractors that also have a contract with AHCCCS must notify the Division at the 
same time notification is given to AHCCCS.  As appropriate, the Division must collaborate 
with AHCCCS in monitoring and evaluating the transition plan. 

The Division evaluates and monitors the transition plan for MSA Subcontractors that do not 
have a contract with AHCCCS. 
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325 ACCESS TO PROFESSIONAL SERVICES INITIATIVE AND RECONCILIATION 
 
EFFECTIVE DATE: October 1, 2018 
REFERENCES: A.R.S. § 48-5501 et seq., ACOM Policy 412  

This Policy establishes guidelines for AdSSs regarding the Access to Professional Services 
Initiative (APSI) and related reconciliation.  The Division seeks to provide enhanced support 
to certain professionals in order to: 

A. Preserve and enhance access to these professionals who deliver essential services to 
members , and 

B. Support professionals who are critical to professional training and education efforts. 
APSI is a program to preserve and promote access to medical services through a 
uniform percentage increase to the AdSS’s rates for professional services provided by 
Qualified Practitioners affiliated with designated hospitals. 

Due to uncertainty regarding actual use of Qualified Practitioners, and because the state share 
of the capitation paid to the AdSSs will be funded using Inter-Governmental Transfer (IGT) 
funds for this specific purpose, the Division intends to eliminate the financial risk to its AdSSs.  
The Division will isolate the APSI revenue and expenses and reconcile AdSSs’ prospective and 
Prior Period Coverage (PPC) profits and losses to 0%.  A risk pool will be used to capture 
unexpended funds. 

Definitions 

A. APSI Expense - PPC and Prospective Expenses incurred by the AdSS for the 40% 
rate increase to providers.  APSI Expenses excludes Subcapitated/Block Purchase 
Expenses. 

B. APSI Revenue - Amount of additional PPC and Prospective capitation provided for the 
40% rate increase to providers. 

C. Designated Hospitals - For purposes of this Policy, designated hospitals include: 

• A hospital facility with an Accreditation Council for Graduate Medical 
Education (ACGME)-accredited teaching program and which is operated 
pursuant to the authority in A.R.S. Title 48, Chapter 31 (A.R.S. § 48-5501 et 
seq.); or, 

• A hospital facility with: 

o An ACGME-accredited teaching program with a state university, and 

o AHCCCS inpatient discharge utilization volume greater than or equal to 
30 percent as calculated by the Arizona Department of Health Services 
for calendar year 2018; or,  

o A freestanding children’s hospital or a pediatric unit of a general acute 
care hospital with greater than 100 licensed pediatric beds, excluding 
nursery beds. 

D. Qualified Practitioner - For purposes of this Policy, qualified practitioners are 
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providers who bill for services under one of the Group NPI numbers that are affiliated 
with one of the Designated Hospitals identified in Section III of this Policy, and 
include the following practitioners: 

• Physicians, including doctors of medicine and doctors of osteopathic medicine 

• Certified Registered Nurse Anesthetists 

• Certified Registered Nurse Practitioners 

• Physician Assistants 

• Certified Nurse Midwives 

• Clinical Social Workers 

• Clinical Psychologists 

• Dentists 

• Optometrists. 

Policy 

A. General 

1. Designated Hospitals participating in APSI effective October 1, 2018, include 
the following: 

a. Banner University Medical Center Phoenix 

b. Banner University Medical Center Tucson 

c. Banner University Medical Center South 

d. Cardon Children’s Medical Center at Banner Desert Medical Center 

e. Maricopa Medical Center 

f. Phoenix Children’s Hospital 

g. St. Joseph’s Hospital and Medical Center 

h. Tucson Medical Center. 

2. The reconciliation must relate solely to the APSI portion of encounters for fully 
adjudicated prospective and PPC medical expenses, excluding services 
provided under subcapitated/block purchase arrangements, for Qualified 
Practitioners.  The amount due from or due to the AdSS as a result of this 
reconciliation will be based on aggregated profits and losses from APSI 
Revenue and Expenses across both prospective and PPC risk groups. 

3. The reconciliation will limit the AdSS’s profits and losses from APSI Revenue 
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and APSI Expenses to 0% (See Attachment A for calculation). Any losses in 
excess of 0% will be reimbursed to the AdSS, and likewise, profits in excess 
of 0% will be recouped. 

B. AdSS Responsibilities 

1. Effective with dates of service on and after October 1, 2018, the AdSS will 
provide a 40% increase to the otherwise contracted rates to Qualified 
Practitioners for all claims for which the Division is the primary payer. 

2. The AdSS must submit encounters for APSI medical expenses and those 
encounters must reach fully adjudicated status by the required due dates. The 
Division will only use fully adjudicated encounters reported by the AdSS to 
determine the APSI medical expenses used in the reconciliation. 

3. The AdSS must maintain financial records that separately identify all APSI- 
related prospective and PPC transactions, and must submit such information 
through a footnote in the financial statements as required by Contract and as 
specified in the AHCCCS Financial Reporting Guide. 

4. The AdSS must monitor the estimated APSI reconciliation receivable/payable 
and record appropriate accruals on financial statements submitted to the 
Division on a quarterly basis as specified in the AHCCCS Financial Reporting 
Guide. 

5. It is the AdSS’s responsibility to identify to the Division any encounter data 
issues or necessary adjustments associated with the initial reconciliation by 
the deadlines for review and comment.  It is also the responsibility of the 
AdSS to have any identified encounter data issues corrected and adjudicated 
no later than 15 months from the end of the period being reconciled.  The 
Division will not consider any data for reconciliations submitted by the AdSS 
after these timeframes.  Any encounter data issues identified that are the 
result of an error by the Division will be corrected prior to the final 
reconciliation. 

6. The AdSS must submit any additional data as requested by the Division for 
reconciliation purposes (e.g. encounter detail file). 

7. If the AdSS performs recoupments/refunds/recoveries on any APSI claims, 
the related encounters must be adjusted (voided or void/replaced) pursuant 
to ACOM Policy 412.  The Division reserves the right to adjust any previously 
issued APSI reconciliation results for the impact of the revised encounters and 
recoup any amounts due the Division.  If the AdSS does not submit the 
revised encounters within the required timeframe, the Division may recoup 
the estimated impact on the reconciliation and reserves the right to sanction 
the AdSS. 

C. Division Responsibilities 

1. No less than six months after the Contract Year to be reconciled, the Division 
will perform an initial reconciliation.  The reconciliation will be calculated as 
follows: 



 
Division of Developmental Disabilities 

 Operations Manual 
Chapter 300 

Finance  
 
 

325 Access to Professional Services Initiatives and Reconciliation 
Page 4 of 4  

Profit/Loss to be reconciled = APSI Capitation – APSI Medical Expense 
Attachment A provides an example of the APSI reconciliation calculation. 

2. The Division will use only expenses supported by fully adjudicated encounters 
reported by the AdSS to determine the expenses subject to reconciliation. 

3. The Division will compare fully adjudicated encounters to AdSS financial 
statements and other AdSS submitted files for reasonableness. 

4. The Division will provide to the AdSS the data used for the initial APSI 
reconciliation and provide a set time period for review and comment by the 
AdSS.  Upon completion of the review period, the Division will evaluate AdSS 
comments and make any adjustments to the data or reconciliation as 
warranted.  The Division may then process partial distributions/recoupments 
through a future monthly capitation payment. 

5. A final APSI reconciliation will be performed no sooner than 15 months after 
the end of the contract year to be reconciled.  This will allow for completion of 
the claims lag and encounter reporting.  The Division will provide to the AdSS 
the data used for the final reconciliation and provide a set time period for 
review and comment by the AdSS. 

6. Upon completion of the review period, the Division will evaluate AdSS 
comments and make any adjustments to the data or reconciliation as 
warranted. 

7. Any amount due to or due from the AdSS as a result of the final APSI 
reconciliation that was not distributed or recouped as part of the initial 
reconciliation will be paid or recouped through a future monthly capitation 
payment. 

8. The Division may include adjustments to the initial APSI reconciliation to 
account for completion factors. 

9. The Division will create and use an APSI risk pool to capture recouped funds.  
The monies included in the risk pool will be used to reimburse AdSS with 
losses in excess of 0%. 




