
Katie Hobbs, Governor
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June XX, 2023

The Honorable David Livingston

Chairman, Joint Legislative Budget Committee

1700 W Washington

Phoenix, Arizona 85007

Dear Representative Livingston:

Please find enclosed AHCCCS’ report on the adequacy and appropriateness of Title XIX reimbursement

rates to providers of behavioral health services, prepared pursuant to A.R.S. §36-3403(E):

"E. The administration shall contract with an independent consulting firm for an annual study of the

adequacy and appropriateness of title XIX reimbursement rates to providers of behavioral health

services. The administration may require and the regional behavioral health authorities and service

providers shall provide to the administration financial data in the format prescribed by the

administration to assist in the study. A complete study of reimbursement rates shall be completed at

least once every five years. The administration shall provide the report to the joint legislative budget

committee on or before October 1 of each year. If results of the study are not completely incorporated

into the capitation rate, the administration shall provide a report to the joint legislative budget

committee within thirty days of setting the final capitation rate, including reasons for differences

between the rate and the study."

AHCCCS contracted with Public Consulting Group (PCG) to produce this report, which found that overall,

Arizona offers competitive Fee-For-Service (FFS) rates that are broadly adequate and compare favorably

to the neighboring states for the services being offered in the behavioral health environment. In

addition, utilization on a whole has steadily increased prior to the public health emergency for

behavioral health services. While reimbursement rates appear competitive, PCG does note that the

quickly changing economic landscape may provide an opportunity to adjust rates for staffing, technology,

and travel costs in the future.

Should you have any questions please feel free to contact Jeffery Tegen, Chief Financial Officer, at

Jeffery.tegen@azahcccs.gov.

Sincerely,

Carmen Heredia

Director

www.azahcccs.gov

602-417-4000

801 East Jefferson Street, Phoenix, AZ 85034



CC: The Honorable John Kavanaugh, Vice Chairman, Joint Legislative Budget Committee

Sarah Brown, Director, Governor's Office of Strategic Planning and Budgeting

Richard Stavneak, Director, Joint Legislative Budget Committee

Zaida Dedolph Piecoro, Health Policy Advisor, Office of the Governor
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EXECUTIVE SUMMARY 
As outlined in A.R.S. § 36-3403, the Arizona Health Care Cost Containment System (AHCCCS) is 
required to contract with an independent consulting firm to study and report on the adequacy and 
appropriateness of Title XIX reimbursement rates to providers of behavioral health services. Public 
Consulting Group LLC (PCG) has been selected by the AHCCCS to complete a Behavioral Health (BH) 
Rate Study, for their Medicaid covered BH Inpatient and Outpatient rates.  

This rate study is to determine the adequacy and appropriateness of Title XIX reimbursement rates to 
providers of BH services, and to clearly define within this report if the rates have been determined to be 
adequate and appropriate. The AHCCCS Fee-For-Service (FFS) rates are in place to assure that 
payments are consistent with efficiency, economy, and quality of care and are sufficient to enlist enough 
providers so that care and services are available at least to the extent that such care and services are 
available to the general population in the geographic area.  

As part of this process, PCG conducted a utilization review (UR) analysis using five (5) years of data 
provided to us by AHCCCS, for Federal Fiscal Year (FFY) 2017 to Federal Fiscal Year (FFY) 2022. 
Please note the rate increase presented by AHCCCS for BH Outpatient (OP) services on October 1, 2022 
is not factored into the data analysis as data gathering was completed prior to their being issued. The 
review focuses on utilization trends over the five-year period, as overarching BH services, and by 
individual service type. PCG has also analyzed provider access over the five-year period and looked at 
utilization and access across counties and regionally. This analysis, broken down into Geographical 
Service Area (GSA), a grouping of counties that share similar geographic characteristics, gives PCG and 
AHCCCS a clear sense of where gaps may exist in the healthcare delivery system, and help form future 
recommendations.  

A second part of this project includes a detailed Medicaid Rate Comparison, comparing service 
reimbursement rates to the rates in Utah, Nevada, Oklahoma, Colorado, and New Mexico. This 
comparison looked at like to like services, to determine how the reimbursement rates in Arizona 
compared on a percentage basis. We also included rate comparisons for Medicare, and 
commercial/private insurers.  

The final aspect was developing rate recommendations for existing IP and OP services. PCG has 
identified the top 10 OP services via claim utilization and developed unique rate models for each of them. 
This was accomplished using data provided by AHCCCS, data collected by providers via survey, as well 
as researching national benchmarks, standards, and adjustment factors to determine appropriate rates. 
These rate recommendations are outlined in this report, as well as the methodology used to determine 
any rates and adjustment factors. 

Through this process PCG was able to identify that Arizona Medicaid FFS rates for BH OP and IP 
services are competitive within the Southwest Region. The broad service offerings, and relative recent 
rate updates show a commitment to helping BH providers offer services. We also recognized a few 
opportunities to address the unique circumstances of this recent era in the United States and the impact 
large global events have had on BH providers, and their ability to deliver services efficiently and 
effectively. By reviewing some specific economic factors, and implementing a sustainable review process 
to rate updates, Arizona can continue to offer elevated levels of care to its Medicaid population while 
supporting the BH providers.
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SERVICE OVERVIEW 
SERVICE TYPE DESCRIPTIONS  
Below are two charts outlining the outpatient and inpatient services being analyzed and updated as part 
of this study.
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Outpatient Services 
Figure 1 

Procedure Code Service Description 

H0001 Alcohol and/or drug assessment 

H0002 Behavioral health screening to determine eligibility for admission to treatment 

H0004 Behavioral health counseling and therapy, per 15 minutes  

H0006 Alcohol and/or drug services; case management 

H0014 Alcohol and/or drug services; ambulatory detoxification 

H0015 Alcohol and/or drug services; intensive outpatient  

H0018 Behavioral health; short-term residential  

H0019 Behavioral health; long-term residential  

H0020 Alcohol and/or drug services; methadone administration and/or service 

H0025 Behavioral health prevention education service  

H0030 Behavioral health hotline service 

H0031 Mental health assessment, by non-physician 

H0034 Medication training and support, per 15 minutes 

H0035 Mental health partial hospitalization, treatment, less than 24 hours 

H0036 Community psychiatric supportive treatment, face-to-face, per 15 minutes 

H0037 Community psychiatric supportive treatment program, per diem 

H0038 Self-help/peer services, per 15 minutes 

H2010 Comprehensive medication services, per 15 minutes 
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H2011 Crisis intervention service, per 15 minutes 

H2012 Behavioral health day treatment, per hour 

H2014 Skills training and development, per 15 minutes 

H2015 Comprehensive community support services, per 15 minutes 

H2016 Comprehensive community support services, per diem 

H2017 Psychosocial rehabilitation services, per 15 minutes 

H2019 Therapeutic behavioral services, per 15 minutes 

H2020 Therapeutic behavioral services, per diem 

H2025 Ongoing support to maintain employment, per 15 minutes 

H2026 Ongoing support to maintain employment, per diem 

H2027 Psychoeducational service, per 15 minutes 

H2033 Multisystemic therapy for juveniles, per 15 minutes 

S5109 Home care training to home care client, per session 

S5110 Home care training, family; per 15 minutes 

S5131 Homemaker service, nos; per diem 

S5140 Foster care, adult; per diem 

S5145 Foster care, therapeutic, child; per diem 

S5150 Unskilled respite care, not hospice; per 15 minutes 

S5151 Unskilled respite care, not hospice; per diem 

S9480 Intensive outpatient psychiatric services, per diem 

S9484 Crisis intervention mental health services, per hour 

S9485 Crisis intervention mental health services, per diem 
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T1002 Rn services, up to 15 minutes 

T1003 Lpn/Lvn services, up to 15 minutes 

T1016 Case management, each 15 minutes 

T1019 Personal care services, per 15 minutes, not for an inpatient or resident of a 

T1020 Personal care services, per diem, not for an inpatient or resident of a 

T1503 Administration of medication other than oral and/or injectable by HC agency 

T2020 Day habilitation, waiver; per diem 

T2026 Specialized childcare, waiver; per diem 
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Inpatient Services 
Figure 2 

BH Inpatient Services 

Revenue Codes Service Description Provider Types 

0110 Room-Board/Pvt 02, 71 

0111 Med-Sur-Gyn/Pvt 02, 71 

0112 Ob/Pvt 02, 71 

0113 Peds/Pvt 02, 71 

0114, 0124, 0134, 0154 Psychiatric Stay 02, 71 

0114, 0124, 0134, 0154 Residential Treatment Center - Secure 78, B1 

0114, 0124, 0134, 0154 Residential Treatment Center - Non-Secure B2, B3 

0114, 0124, 0134, 0154 Subacute Facility (non-IMD) B5 

0114, 0124, 0134, 0154 Subacute Facility (IMD) B6 

0116, 0126, 0136, 0156 Detoxification Stay 02, 71 

0116, 0126, 0136, 0156 RTC-Detoxification Facility - Secure 78, B1 

0116, 0126, 0136, 0156 RTC-Detoxification Facility - Non-Secure B2, B3 

0116, 0126, 0136, 0156 Detoxification Facility - (Non-IMD) B5 

0116, 0126, 0136, 0156 Detoxification Facility - (IMD) B6 

0120 Room/Board/Semi 02, 71 

0160 Room & Board, General 02, 71 

0183 Secure - Home Pass 78, B1 

0183 Non-Secure - Home Pass B2, B3 

0189 Secure - Bed Hold 78, B1 

0189 Non-Secure - Bed Hold B2, B3 
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Services Without Rates  
In addition to the services noted above, there was one service that did not have a posted rate at the onset 
of this study that was identified to ensure a rate could be set moving forward.  

Figure 3 

BH OP Services Without Posted Reimbursement Rate 

Service Code 

Alcohol and/or Drug Services Intensive Outpatient 
Treatment Program H0015 

 

A rate for H0015 was issued on 5/1/2023 by AHCCCS.  

BEHAVIORAL HEALTH PROVIDER SURVEY  
SURVEY DESIGN  
PCG worked with AHCCCS to design, distribute, collect, and analyze the Arizona BH Rate Study Provider 
Survey. The survey was utilized by PCG to assist in updating rates for the Arizona BH Rate Methodology 
Study. 

The PCG team developed the survey to collect information directly from providers. The survey was used 
to gain a better understanding of the current landscape of BH services, the challenges faced by BH 
providers and the impact a potential shift in reimbursement may have on operations and service delivery. 

The Survey was distributed in an Excel workbook format on June 1, 2022, to approximately 489 individual 
email addresses at 204 separate agencies, with a due date of Friday, June 24th, 2022. An extension was 
granted to providers to allow further time to gather and enter data. Responses from twenty-six unique 
provider agencies were received.  

The survey was designed with 4 main sections that collected information from Fiscal Years 2019-2021: 

● Provider Information 

● Staffing 

● Costs 

● Revenue 

The staffing, costs, and revenue sections were selected to help give a broad sense of the current fiscal 
and personnel health of each survey respondent. Ancillary information like the impact of COVID-19 and 
telehealth were also gathered as they are topical subjects in today’s behavioral health practice 
environment. In addition, the survey was an opportunity to engage with providers and hear directly from 
them on issues directly affecting them. The results outlined below are cited multiple times to support 
conclusions based on quantitative data such as claims utilization and rate comparisons. 

The Provider Information consisted of one tab that collected basic information such as primary contact 
information, organization contact information, organization NPI, AHCCCS Provider ID, and Fiscal Year 
dates. 
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The Staffing section consisted of three separate tabs, one for each calendar year from 2019 to 2021. 
Quantitative data on Full-Time Equivalent (FTE) counts for Direct BH providers (staff providing direct 
behavioral health care), Direct BH support staff (Supporting the provision of direct care), and BH 
overhead staff (Behavioral Health portion of general staffing supporting overall operations such as HR 
and Finance) was requested. Year-over-year turnover statistics for these personnel categories were      
collected. Finally, qualitative data on several topics was gathered, including the impact of COVID-19, 
staffing levels for different service categories (such as services provided in a community setting, staff 
dedicated to telehealth, etc.), and benefits. 

The Costs section consisted of three separate tabs, one for each calendar year from 2019 to 2021. 
Quantitative data was collected on costs for Direct BH Service Personnel, Direct Support and Overhead 
Personnel, Direct Services Non-Personnel, and Overhead Non-Personnel. In addition, qualitative data on 
other topics was gathered, including telehealth, community-based services costs, and other cost      shifts.  

The Revenue section consisted of three separate tabs, one for each calendar year from 2019 to 2021. 
Quantitative data was collected on total organizational revenue, participation in value-based payment 
arrangements, and shifts in revenue utilization. Finally, quantity (units) and amount paid ($) data was 
gathered for each service the respondent provided in each calendar year. 

For all survey responses received the responses were combined into one primary file with duplicates and 
incomplete entries removed from the dataset. To analyze staffing costs, each category of costs had all 
provider level data aggregated, mean and medians calculated, and yearly trends mapped. These costs 
were also divided by FTE counts to determine cost per FTE units. For the staffing section, each discrete 
level of personnel category was aggregated, mean and medians calculated, and yearly trends mapped. 
Year-over-year turnover rates were calculated based on unfilled position figures. Finally, revenue figures 
were analyzed in the same manner as costs, with additional calculations to compare year-over-year 
trends in costs vs revenues.  

In addition, a survey addendum was distributed on August 22, 2022, to all previous survey respondents, 
as well as participants in an August 8, 2022, meeting between PCG, AHCCCS, and the Arizona Council 
of Human Services Providers. The original due date was Tuesday September 6, 2022, but was later 
extended to September 15, 2022. The addendum was designed to collect available information from 2022 
on the staffing, costs, and revenue sections, as well as a new section with topics based on information 
the providers had available and stated would be valuable in calculating the revised recommended rates: 

● Average training time and costs by Provider Type 
● Percentage of Missed Appointments by Year  
● Ratio of In-Person Vs Out of Office Vs Telehealth Visits  
● Average Travel Time and Distance for Out of Office Appointments  
● Non-billable admin costs 
● Top 5-billable hour service categories and billable hours per day per service 

 
A total of seven addendum responses were received and incorporated into the previously received survey 
responses. 

PROVIDER SURVEY RESPONSES 
Staffing 
AZ behavioral health provider staffing levels varied significantly from agency to agency. On average, an 
agency employed 190 FTEs, with an average number of direct service FTEs of 145. The average FTEs 
for direct support personnel was 22, and an average FTE count of 23 for overhead personnel. Turnover 
rates were already high (31%) before the COVID-19 pandemic in early 2020 accelerated this trend in 
2020 (99.1%) and 2021 (62.8%). 
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Figure 4* 

Agency FTE Count by Cost Category FY19-21 

     Cost Category Average FTE Count Median FTE Count 

Total Personnel 190 57 

Direct Service 145 47 

Direct Support 22 4 

Overhead 23 6 

*Figures have been rounded 

 

Overall, all participants experienced a high rate of turnover. Year over year turnover rate for direct service 
personnel was 34%, while direct support staff experienced a turnover rate of 31.1%. Direct service turnover 
rates increased from 23.3% in 2019 to 37.9% in 2020 and 40.4% in 2021. The 3 year-average (2019-21) 
of unfilled Direct Service positions was 57 (82%), while unfilled Direct Support positions was 6 (12%), and 
unfilled Overhead positions was 3 (6%). The COVID-19 pandemic had a significant impact on turnover rate, 
with a 15% overall turnover rate in 2019 preceding a 2020 rate of 22%, and a 2021 rate of 22%. 

Costs 
Costs as a whole rose on a per agency basis between 2019 and 2021, with a particular rise in overhead 
and direct support costs. However, on average, direct service costs consisted of 77% of all spending in 
this time, while the remainder was split between support (10%) and overhead personnel costs (13%). 
There are multiple explanations that can explain this trend. The COVID-19 pandemic, combined with 
increased pressures on public healthcare providers, added stressors to the provider community. The 
need to service patients in diverse ways, such as the increase in telemedicine impacting technology 
costs, and inflationary pressures directly impacting staffing costs, also shifted the cost curve for providers. 

Below is a table showing the total for each metric across all the reported FYs, and the 3-year trend.
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Figure 5 

Provider Survey Cost Metric Responses 

Metric FY2019 FY2020 FY2021 3 Year 
Trend 

Direct Service 
Personnel Cost $157,548,719 $141,279,394 $149,929,286 -5% 

Direct Support 
Personnel Cost $17,688,144 $20,097,264.52 $23,141,632 31% 

Overhead Personnel 
Cost $26,158,911 $ 26,840,931 $23,090,928 -12% 

Total Personnel Cost $201,395,775 $188,217,590 $196,212,551 -3% 

Direct Support Non-
Personnel Cost* $5,790,530 $4,640,749 $4,416,320 -24% 

Overhead Non-
Personnel Cost $30,129,147 $35,971,218 $32,672,029 8% 

Total Non-Personnel 
Cost $35,919,677 $40,611,967 $37,088,349 5% 

Total Direct Service FTE 3,514 3,180 3,409 -3% 

Total Direct Support 
FTE 357 396  448 25% 

Total Overhead FTE 382 418  467 22% 

Total FTE 4,253 3,994 4,324 2% 

 

The difference is in the Direct Support Personnel Cost which increased by 31% from FY2019 to FY2021. 
This is likely due to the increased direct support needs placed upon existing employees as staff turnover 
continued to increase leading to more unfilled positions. See Figure 5 for 3-year trend in unfilled positions 
by personnel category. 

Personnel costs constituted 84% of providers’ expenses, with 16% going towards non-personnel costs. 
Among personnel costs, 77% went towards direct service, 10% to direct support, and 13% to overhead. 
For non-personnel costs, 87% went towards overhead costs and 13% towards direct support. 

Revenue 
PCG collected information on overall organizational year-over-year revenue (both Behavioral Health and 
non-Behavioral Health revenues), along with revenue per each discrete service category. Overall revenue 
figures increased on average by 7% over 2019-2022, with a median growth figure of 4%.  

Total revenue per year per organization averaged $20,460,539, with a median of $12,902,076. All 
respondents provided an average of 53,683 units per service per year, or a median of 52,975 units. Mean 
revenue per service per year was $1,709,467, with a median of $1,678,831. Revenue per unit averaged 
$69.19, with a median of $71.75. 
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Looking at FY21 claims data, we see that the mean revenue per service year across all providers is 
$1,030,985, while the mean units per service is 48,036. This gives a sense that while the overall revenue 
of these respondents might be higher than average, the number of billed units is within the average range 
of all Medicaid providers. We would also caveat this by noting that a provider reporting of their service 
revenue could be a slightly different calculation than simply amount paid by AHCCCS BH OP claims. The 
provider reported figure could be reporting revenue from other payors, or for other service types. We 
would conclude the survey respondents are within a representative range of the average Medicaid 
providers.  

While the data included here covers 2020 and 2021, which was impacted by COVID-19, there was no 
subsequent noticeable decline in revenue for this period. However, data available in future years will tell if 
this trend holds. The switch to telehealth accelerated by COVID-19 may have an impact on service 
utilization and revenue streams in the years following 2020. 

Provider Addendum Responses 
The addendum to the initial survey was designed to collect available information from 2022 on the 
staffing, costs, and revenue sections, as well as a new section with topics based on information the 
providers had available and stated would be valuable in calculating the revised recommended rates.  

Seven responses were received for the survey addendum. All figures below are for the time 2019- 2022 
and are an average of all respondents.  

Average Training Time and Cost by All Provider Types (Yearly) 
Time spent on onboarding employees and funds spent on training were mentioned as significant costs for 
providers. Combined with the higher staff turnover rate post COVID-19 pandemic, new hire training can 
represent a significant cost to providers. Average training time per new hires across all positions on 
average was 125 hours, with a median of 87 hours. The average cost for training a new employee was 
$5,028, with a median of $3,630. 

Percentage of Missed Appointments by Year (All Services) 
Missed client appointments was mentioned as having an impact on billing and revenue optimization. On 
average, across all service types and for all provider types, 22.2% of appointments were missed. The 
median percentage of missed appointments was 16.0%. The fact that the average rate of missed 
appointments is significantly higher than the median rate of missed appointments suggests there are 
certain services which experience exceedingly elevated levels of missed appointments. However, the 
level of data collected for this study does not support identifying what services those may be. Providers 
mentioned anecdotal observations of a switch to more telehealth visits post COVID-19 pandemic, which 
helped lower the rate of missed appointments.  

Ratio of In-Person Vs Out of Office Vs Telehealth Visits 
Relatedly, provider survey responses indicated the difference between appointment types was a factor on 
missed appointment rate. On average, 35% of visits were in-office, 39% were out of office (i.e., in the 
community), and 33% were telehealth (percentages total to more than 100% due to double reporting of 
some visits). Due to the COVID-19 pandemic, in person office visits decreased by 26% over 2019-2022, 
while telehealth visits increased by 44%.  

Average Travel Time and Distance for Out of Office Appointments  
The decline in out of office visits was not enough to offset the impact of travel costs, which varied widely 
between providers. Factors that created these discrepancies include the services being provided and the 
patient population being served. Ultimately, travel costs can have a significant impact on providers if the 
service population requires significant distances or case load requirements. On average, providers spent 
40.4 minutes on a round-trip visit (assuming only one stop), with an average distance of 21.4 miles 
commuted. 
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Non-billable Administrative Costs Unique to Behavioral Health 
The table below lists the significant administrative costs per provider that are not currently billable hours. 
An example would include claims staffing. Four providers submitted responses for this category, with no 
repeat answers, indicating these costs may vary based on each specific provider's unique needs. The 
average cost across all categories was $750,156, with a median cost of $347,436. The large amount 
reported by Agency #2 under the category “Operations Overhead Labor” is likely a wide spectrum of 
costs that cannot be attributed to a service. This could include IT personnel and maintenance, human 
resources costs, recruiting and training, security, building maintenance/janitorial services, and advertising. 
As part of the survey process many providers indicated how their administrative costs were increasing 
and taking up a substantial portion of their budget. We believe it important to get a sense of providers' 
administrative costs as part of this process, to reflect the ongoing concerns agencies are feeling.  

Figure 6 

Provider Survey Non-Billable Administrative Cost Responses 

Provider Cost Category Average FY Cost $ 

Agency #2 Operations Overhead Labor $              5,314,000 

Agency #2 Call Center / Operations $                 958,000 

Agency #4 Front Office $                 923,869 

Agency #3 Non-billable case management $                 739,510 

Agency #4 Maintenance $                 501,892 

Agency #4 Quality $                 478,532 

Agency #4 Claims $                 353,850 

Agency #3 Non-billable travel $                 341,022 

Agency #1 Outreach & Engagement $                 235,795 

Agency #4 Housing $                 194,368 

Agency #2 Credentialing $                 168,750 

Agency #4 Call Center $                 164,729 

Agency #1 Behavioral Health Training $                   92,872 

Agency #2 
Malpractice Insurance 

Reimbursement $                   35,000 

 

Top 5 Billable Service Categories 
Providers were also asked for the Top 5-billable hour service categories and billable hours per day per 
service, which are listed in the table below. This data was requested to help better understand what 
services providers currently rely on to bill for their costs and services provided, and how much they bill for 
each service. The top 3 listed categories were: 

● Assessment, Evaluation and Screening Services 

● Case Management and Skills Training 
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● Development and Psychosocial Rehabilitation Living Skills Training Skills 

 

The survey addendum collected helps paint a larger picture of the costs and revenues for providers in 
2022. Crucially, it helps reveal changes in revenues and costs that might not have been captured by 
current rates due to changes in service utilization brought on by COVID-19. Of note is the change in rate 
of telehealth visits vs in-person visits and the impact that has on missed appointments and revenue 
streams. In addition, drastically increased staff turnover has caused an increase in training costs, which 
may be under-reflected in current rates.
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ACCESS ANALYSIS – BH OP AND IP SERVICES 
When analyzing utilization over a five-year period, PCG used claims data provided by AHCCCS. This 
claiming data was broken out by county, provider, and procedure information, for each year of data 
received. This five-year period, Fiscal Years 2017-2021, was chosen to provide a comprehensive data set 
that encompassed both pre-COVID-19 pandemic data and data that may have been impacted by COVID-
19. The unique circumstances of the previous few years had a major impact on the healthcare delivery 
system in Arizona and the United States. This impact needs to be accounted for to better understand the 
impact on providers, members, and overall health outcomes, as well as what steps can be taken moving 
forward. 

Analyzing the data by multiple variables gives PCG and AHCCCS a true sense of utilization, and the 
trends within the BH delivery system in Arizona. We will be able to show the variability between large 
urban areas, such as Maricopa County, and the more remote rural areas in the northern part of Arizona. 
By understanding these differences, and using data to explain what trends are occurring, we can ensure 
that any future recommendations are designed to address the true issues that impact the BH delivery 
system in Arizona, with focused outcomes.  

PCG notes that the FY2021 data might not be complete, and a completion factor was not applied to the 
data as part of this analysis. As noted in State of Arizona Medicaid regulations there is an initial six-month 
period for a provider to submit a claim for processing. If a claim is originally received within that six-month 
period, the provider has up to 12 months from the date of service to correctly resubmit the claim to 
achieve clean claim status. This creates an inherent lag for claim submission and data analysis.  

STATE OF ARIZONA DEMOGRAPHICS AND DETAILS 
PCG was tasked with conducting an analysis of service utilization and provider access trends using 
claims data from Fiscal Year 2017 through Fiscal Year 2021. This included reviewing these trends by 
County and Geographical Service Area (GSA).  

Arizona has three distinct GSAs: GSA North, GSA South and GSA Central. It is important to understand 
these distinct areas, and the different challenges that come with delivering health care services in them. 

The map below shows the breakdown of counties in the respective GSAs. 
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Figure 7 

 

 

It is also important to note that Arizona has twenty-two federally recognized Indigenous tribes, spread out 
across the state, as seen in the map below. 
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Figure 8 

 

 

The largest tribe in the United States both in terms of population and land base, is the Navajo tribe.  
Approximately 300,000 tribal citizens live on the Navajo Nation, an area of land of more than 27,000 
square miles, The Navajo Nation spans three counties in Arizona and extends into New Mexico and Utah.   
The capital, Window Rock, Arizona, located in Apache County, is approximately three hundred miles from 
Phoenix, Arizona, located in Maricopa County. 

Navajo County is part of GSA North, indicated in yellow on Figure 7. 

This GSA encompasses the northern border of the state and includes eleven different tribal lands. The      
amount of driving to reach patients located across the vast tribal landscape in the northern GSA can put a 
strain on provider agencies.  

OUTPATIENT BEHAVIORAL HEALTH ACCESS REVIEW 
Overall Trends 2017-2021 
As part of the project, PCG was asked to conduct an analysis on the utilization and access for outpatient 
behavioral health services in Arizona over a five-year period. To conduct this analysis PCG reviewed 
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Medicaid claims data provided to us by AHCCCS. This claims data encompassed the period from Fiscal 
Year 2017 through Fiscal Year 2021. PCG was able to use this data to get a true sense of utilization and 
access trends over the review period and help inform next steps in the rate setting process. 

The first aspect is to understand overall utilization and access trends, across the entire state. Using a 
distinct count of claims, we see a steady increase in utilization across the reporting period until the most 
recent fiscal year of 2021. The graph below outlines the change in utilization.  

Figure 9 

 

 

The one unique aspect is the slight drop in billed claims for Federal Fiscal Year 21. We would attribute 
this to FFY21 beginning on October 1, 2020, and ending on September 30, 2021. This period was during 
the COVID-19 pandemic that began in March 2020. The claim dataset might also be incomplete due to a 
claim reporting lag. Because of these factors, service utilization could have slightly dropped as providers 
either closed temporarily or permanently, while residents changed their behaviors due to the pandemic. 
Even after the State of Arizona relaxed public health measures, residents would have made personal 
decisions regarding their comfort in leaving their home, going to a medical practitioner office and other 
public spaces which would impact service utilization. PCG would not expect this trend to continue as 
Arizona and the nation have moved past the most critical portion of the pandemic, State and Local 
regulations have been removed entirely around social distancing and/or masking requirements and most 
residents have gained increased comfort with being in public spaces. 

Related to utilization is the question of provider access. To accomplish this PCG analyzed the data by two 
distinct measurements. The first one we used as a distinct count of providers who billed claims in each 
year, as determined by Tax Identification Number (TIN). This shows a steady increase year over year, as 
outlined by the graph below.  
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Figure 10 

 

 

There is a clear increase year over year, with the largest increase occurring from FY20 to FY21. This 
trend is similar but not as pronounced when using a distinct count of providers, as measured by Servicing 
Provider ID. The increase from FY20 to FY21 was smaller, indicating a potential leveling off in the overall 
number of servicing providers. This could indicate some locations are either closing or consolidating due 
to the impact of the pandemic on agency finances. There is also a potential for an increased reliance on 
telemedicine services, which we will outline. 

Figure 11 
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To further quantify these trends, PCG calculated the average number of billed claims per unique provider, 
using both TIN and Servicing Provider ID. 

Both measurements showed a decrease year over year in the average number of billed claims, as the 
increase in the number of providers offset the increased number of billed claims. 

Figure 12 

 

 

Figure 13 

 

 

This indicates that providers on average are submitting fewer claims per year. The shifts in overall 
utilization can be related to agencies struggling to retain staff. This shift leads to an increased 
administrative burden on the Direct Service staff, as noted by the substantial increase in Overhead 
personnel turnover percentage, which reduces their billable hours and thus the productivity of the agency. 
The increase in staff turnover, and the higher number of unfilled positions means that there is fewer 
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overall staff to treat patients, manage the administrative work, and conduct all the aspects that the agency 
requires.  

These factors would have a direct impact on the number of patients and services that an agency could 
administer.  

The next aspect is to understand if this change is impacting overall spend by AHCCCS, or how the spend 
and utilization is trending based on region and service type. 

Overall Spending FY17-FY21 
To address the data around overall spending, we used the field “Alternative HP Valued Amount” from the 
MMIS claims data that we received from AHCCCS. The overall spend increased year over year, with the 
largest increase occurring from FY20 to FY21. The chart below outlines this clearly, broken out by 
Managed Care Organization (MCO) paid amount and Fee For Service (FFS) paid amount. While both 
categories saw increases in the overall paid amount from FY17-FY21, the percentage increase for FFS 
paid amount was 277% higher in FY21 from FY17. This is exponentially higher than the 9% increase in 
MCO paid amount. 

Figure 14 

 

It is notable that the overall spend increased so clearly from FY20 to FY21 when the overall number of 
uniquely billed claims did not follow suit. This would suggest that providers are billing more for the 
services they provided in FY21, either due to a shift in service type or a choice to bill higher amounts for 
the few services that do not have a set rate by AHCCCS. We will outline this by looking into the number 
of billed claims by Procedure Code Class, which shows a substantial increase in Behavioral Health 
claims, and by breaking that down into a subsection of Mental Health vs. Substance Use Disorder claims. 
This shows that there is a clear increase in the number of claims with an SUD indicator. As these services 
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tend to be billed at higher rates, including billing for Intensive Outpatient (HCPCS code H0015), this 
would explain the increase in paid amount without a similar increase in claim utilization.  

By calculating the average amount paid per unique claim, by dividing the overall spend by the number of 
unique claims per year, we see a substantial increase in average from FY20 to FY21.  

Figure 15 

  

The prior years saw a consistent change in the average paid amount per claim, but from FY20 to FY21 
the average increased by almost $7.00 per claim. This represents a 9% increase from FY20 to FY21. This 
increase in paid amount seems to be focused on two specific categories of service. The five-year trend 
for spending by category of service saw a clear increase in services classified under Behavioral Health 
and Respite Care. The other service categories held steady or showed a decrease. 

Figure 16 
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This increase in paid amount was not directly matched by the change in billed units over the same five-
year period. As outlined below, BH services saw a substantial increase in the number of billed units, while 
the other categories all held steady or decreased, including Respite Care. 

Figure 17 

     

The difference between amount paid and units billed, notably within services classified as Respite Care 
would indicate that those services saw consistent utilization, but the specific services were of a more 
intensive type, thus increasing the overall paid amount. This is in opposition to the services classified as 
BH, which saw both an increase in utilization as defined by number of billed units and overall paid amount 
suggesting a clear linear relationship. However, as BH services make up most of the utilization and 
spending for AHCCCS services it is important to analyze the specifics of those services, to determine if 
there is a secondary trend amongst the aggregated totals. 

The final aspect PCG reviewed was how BH utilization and spend breaks down between Mental Health 
(MH) services and Substance Use Disorder (SUD) services. Was there a notable change in either service 
type across the reporting period that could explain the clear increase in billed amount per claim, and the 
overall trends? We analyzed the data to differentiate MH and SUD claiming to get an idea of the 
utilization patterns. 

Utilization by MH and SUD Indicator 
The claims data provided by AHCCCS notes if the claim has an MH Diagnosis Indicator or a SUD 
Diagnosis Indicator. These are unique fields where a claim with an MH indicator cannot be labeled with 
an SUD indicator or vice versa. This allowed PCG to review specifically the unique number of claims 
billed per year with an MH indicator and with an SUD indicator.  

When reviewing the distinct count of claims billed each year of the reporting period with an MH indicator, 
we saw a leveling off, and eventual decline in that volume. This was in opposition to the overall trend of 
increased utilization, as noted previously in this report. 
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Figure 18 

 

 

Relatedly, when analyzing the claims data and separating out those that had a SUD indicator, it showed 
the opposite trend. There was a clear increase in utilization year over year, indicating that an ever-
increasing percentage of overall claims volume is for SUD claims. 

Figure 19 

 

To further understand this trend, PCG then reviewed total spend related to SUD specific procedure 
codes. We identified these codes as the following, for sake of clarity: 

● H0001 Alcohol And/or Drug Assessment 

● H0006 Alcohol And/or Drug Services; Case Management 



 

28 
Public Consulting Group LLC 

● H0014 Alcohol And/or Drug Services; Ambulatory Detoxification 

● H0015 Alcohol And/or Drug Services; Intensive Outpatient  

● H0020 Alcohol And/or Drug Services; Methadone Administration And/or Service 

By totaling the paid amount for those procedure codes in each year we saw a dramatic increase in the 
overall spend for SUD related services. As outlined in the chart below, the total increased almost 7 times 
the amount from FY2017. 

Figure 20 

 

 

The biggest driver of the increase in paid amount was due to the increase in code H0015 – Intensive 
Outpatient Service. The table below shows the year over year spending and utilization for this code. Both 
numbers saw a clear increase.  

Figure 21 

      

 

 

Trends in Telemedicine Service Delivery 
The final specific trend that PCG analyzed was the use of telemedicine in the delivery of OP BH Services. 
To complete this analysis PCG used the five years of MMIS claims data received from AHCCCS. The use 
of Telemedicine is identified using specific modifiers. These modifiers indicate if a service was delivered 
using some sort of video or telephone conferencing. We calculated a distinct count of claims submitted 
with one of the following modifiers: 
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• Synchronous Telemedicine Service Rendered - 95 

• Telehealth/Mcd Lvl Care 13 - UD 

• Telemedicine - Via Interactive Audio/Vid - GT 

• The Service Was Furnished Using Audio-Only - FQ 

• Vua Asynchronous Telecommunications Sys - GQ 

Using this method PCG determined that the number of claims submitted with a telemedicine modifier 
increased exponentially from FY17 to FY21. In FY17 only .03% of all claims included a telemedicine 
modifier. By FY21 over 7% of all claims included one of these modifiers. This increase clearly shows that 
telemedicine is a rapidly growing part of OP BH service delivery, across the entire state of Arizona, and 
PCG would expect it only to increase more moving forward. 

Figure 22 

 

 

PCG also recognizes this might underreport the overall total of telemedicine claims. Per provider survey 
responses the rate of telemedicine claims is much higher, and other industry studies suggest the same. 
PCG believes this is likely due to two factors. The first is billing discrepancies. As the rates do not vary 
between telemedicine service delivery versus face to face, it is likely that the modifier is not included on 
some claim submission when it should be. This would create a built-in underreporting.  

The second aspect is that these modifiers likely do not tell the full story of telemedicine service delivery. 
We limited the analysis to these clearly defined modifiers to ensure data integrity. While this ensures the 
data we review is related to telemedicine, it leaves the potential for some services to not be included in 
the analysis. However, PCG feels the quality of the data, and the trend it shows are accurate and in-line 
with overall nationwide trends.


