
        

 
February 19, 2020 
 
VIA E-MAIL 
 
The Honorable Doug Ducey 
Governor of Arizona 
1700 West Washington Street 
Phoenix, AZ 85007 
dducey@az.gov 
 
Re: Detrimental Impacts of the Proposed Medicaid Fiscal Accountability Regulation on the State of 
Arizona  
 
Dear Governor Ducey:  
 
As you are aware, the Centers for Medicare & Medicaid Services (CMS) has proposed a rule that would 
severely curtail the longstanding flexibility that states have to fund and pay for services in their 
Medicaid programs. The Agency’s goal in proposing the Medicaid Fiscal Accountability Rule (MFAR) is 
to ensure the fiscal accountability, efficiency and transparency among Medicaid programs. Our 
organizations certainly share these goals.  
 
Unfortunately, the loss of financing flexibility under MFAR may result in the inability of state 
policymakers and the Arizona Health Care Cost Containment System (AHCCCS) Administration to 
adequately fund and operate our Medicaid program. Arizona, like many other states, relies on different 
methods to fund the Medicaid program including state general fund revenue, intergovernmental 
transfers, certified public expenditures and provider assessments. The MFAR makes broad changes 
that would prohibit or limit many of these permissible financing and supplemental payment 
arrangements.   
 
Under the MFAR, a proposed provision that would restrict how states can use certified public 
expenditures could result in an approximate $75 million shortfall to the state budget. The rule would 
also establish broad discretionary standards for review of provider assessments and supplemental 
payments. These changes could impact Arizona in several ways: 
 
 A hospital assessment currently funds medical services for more than 400,000 adult AHCCCS 

members. If CMS deems the assessment impermissible under the MFAR, services to these 
Arizonans would be eliminated under state law. 

 A nursing home assessment is used to improve payments to long term care facilities, which 
provide services to some of the most vulnerable AHCCCS members. Loss of this funding could 
imperil the long-term care safety net. 
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 Intergovernmental transfers provide significant funding for Graduate Medical Education
programs throughout the state and augment payments to physicians. These programs are
critical to ensuring Arizona’s physician pipeline and the AHCCCS program’s network adequacy. If
CMS deems these sources of funding impermissible, the infrastructure supporting physician
education will begin to crumble and our workforce shortage will skyrocket.

 Intergovernmental transfers are also used to secure disproportionate share hospital payments
for rural hospitals. Without this funding source, rural hospitals would be forced to reduce or
even shutter services—further stressing the healthcare delivery system and local economies.

While CMS states that the economic impacts of the MFAR are unknown, it is clear that depriving 
Medicaid programs of the funding sources they have relied on for decades will directly result in 
insufficient funding to continue current program operations in Arizona and across the country.  As a 
direct result of the reduced financing and the corresponding holes in state budgets, policymakers will 
face the daunting task of choosing between raising taxes in order to continue operating Medicaid 
programs at current levels or making unpopular cuts to Medicaid enrollment, benefits and/or provider 
payments. 

While we share CMS’s concern about the need to address fiscal accountability in Medicaid, we strongly 
believe Arizona policymakers and the AHCCCS Administration have been unparalleled financial 
stewards of state and federal resources. As a state, our use of intergovernmental transfers, certified 
public expenditures and provider assessments has been judicious. It has also allowed us to tailor 
programs to meet the needs of our residents—as was intended by Congress. If the MFAR is finalized, 
Arizona will have fewer options in meeting these needs. We fear the safety net will fray and the 
economy will suffer. 

Governor Ducey, for the reasons outlined in this letter, it is our hope and request that you will see fit to 
communicate Arizona’s concerns about this proposed rule to the Trump Administration and request 
that it be withdrawn.  As a cohort, we are ready to work with your administration, other stakeholders, 
and the federal administration to determine alternative ways to increase sustainability, accountability 
and transparency in the Medicaid program and strengthen this federal-state partnership.  For your 
reference, the following webpage includes links to our respective organization’s comment letters to 
CMS as well as AHCCCS’ and other national leaders.   

Thank you for your consideration, and please do not hesitate to reach out to us with any questions. 

Sincerely, 

Ann-Marie Alameddin  
President and Chief Executive Officer 
Arizona Hospital and Healthcare Association  

David Voepel  
Executive Director  
Arizona Health Care Association 

https://www.azhha.org/medicaid-fiscal-accountability-regulation
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Libby McDannell Pam Koester 
Executive Vice President Chief Executive Officer 
Arizona Medical Association Arizona LeadingAge  

Deb Gullett  Jennifer Carusetta 
Executive Director   Executive Director 
Arizona Association of Health Plans Health System Alliance of Arizona 

Janet Weigel 
Interim Executive Director 
Arizona Osteopathic Medical Association 

cc: Christina Corieri, Senior Policy Advisor to Governor Doug Ducey 
Jami Snyder, Director, Arizona Health Care Cost Containment System 


