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ARIZ. MARKETPLACE FOR SMALL
EMPLOYERS OPEN FOR BUSINESS

Though the Small Business Health
Options (SHOP) marketplace offers the
promise of more choice and more
affordable insurance, to date it has had
its problems. For the 32 states, including
Arizona, participating in the federal SHOP
exchange, the administration delayed
implementation and dropped the
requirement that insurers participating in
the public exchange also participate in
the federal SHOP exchange, meaning
fewer choices for employees.

The SHOP marketplace is designed to
make health insurance more affordable
by offering premium tax credits to groups
that qualify. For 2014, the SHOP
marketplace is open to employers with 50
or fewer full-time-equivalent employees.
Full time is generally considered
employees working a minimum of 30
hours per week. If you have fewer than
25 employees, you may qualify for tax
credits (up to 50 percent) if you buy
insurance through the SHOP
marketplace.

In Arizona, four carriers are participating
in the SHOP marketplace: Health Net,
Blue Cross Blue Shield, Humana and
Meritus. Four levels of coverage are
available: platinum, gold, silver and
bronze. Only Health Net offers its entire
portfolio of plans on the SHOP network;
the others limit the choice of plan
designs.

To find out if your group qualifies for the
SHOP premium tax credit, you can use
the tax credit estimator at healthcare.gov.
To enroll in a SHOP plan, you must use
an agent, broker or insurance company.
Applications must be fully completed and
submitted by the 15th of the month to
begin coverage the 1st of the following
month.

INSURERS TURN TO NARROW
NETWORKS TO REDUCE COSTS

Under the Affordable Care Act (ACA),
insurers can no longer control costs by
declining applicants with pre-existing
conditions or by adjusting benefits,
deductibles or copayments. That means
many are turning to narrow provider
networks as a way to lower premiums.

Such narrow networks give insurers
greater leverage in negotiating provider
contract rates since they can offer a
“guaranteed” supply of patients. Carriers
are also looking to contract with providers
who have better health outcomes. They
are using utilization data and contracted
rate information to identify subsets of
their contracted network that can deliver
quality care at a lower cost. These
carrier-generated narrow networks have
many different names, and many
providers aren’t aware they have been
excluded from these networks. The
Hertel Report will investigate this further
in upcoming issues.

Providers are also creating their own
narrow networks as they reorganize to
achieve greater efficiency through such
efforts as accountable care initiatives.

Accountable care organizations (ACOs)
are groups of doctors, hospitals, and
other health care providers, who come
together voluntarily to provide
coordinated, high-quality care to their
Medicare patients. This is a shift from the
traditional model of ordering more tests
and procedures to increase revenue.

In Arizona, there are 10 Medicare-
approved ACOs. In some cases, these
same networks — which are based
around health systems and can be less
broad than traditional PPO networks —
are also being used in commerical (non-
Medicare) products.

Though the networks may not be as
inclusive, the “narrow network” products
being marketed in Arizona cost 8-14
percent less than similar benefit plans
using broader networks. For most buyers
this is a significant savings and may drive
enrollment to these new products.

However, there has also been consumer
backlash against these narrow networks,
with many enrollees claiming they were
confused or misled regarding the size of
networks and/or whether particular
providers were included. Also, specialty
providers, such as cancer centers, claim
they are often underrepresented in
narrow networks.

These complaints have gotten the
attention of national and state regulators,
who are charged with ensuring “network
adequacy,” especially in rural areas. As a

result, insurance companies may expand
their networks voluntarily, rather than be
forced to do so.

The question that remains is: Will the
“narrow network” insurance products for
individual and group employers be able to
grow membership and drive patients to
the doorstep of participating providers?
Generally, whether it is an employer or
individual buyer, cost is a primary driver.
It will come down to whether employers
and their employees can live with only
seeing providers affiliated with a certain
health system.

FEDERAL CIRCUIT COURTS SPLIT ON
AVAILABILITY OF SUBSIDIES

In what could be the biggest challenge to
the Affordable Care Act (ACA) yet, two
separate federal appeals courts issued
directly conflicting rulings last month on
the availability of insurance subsidies in
states using a federally run exchange.
The issue in both cases was the validity
of a 2011 regulation issued by the
Internal Revenue Service that says
government subsidies for insurance
purchased on an exchange are available
to qualifying individuals in all states,
despite a provision of the ACA that says
those subsidies are calculated based on
the cost of insurance the person “enrolled
in through an Exchange established by
the State.”

The meaning of the language, “Exchange
established by the State,” is being
debated.

First, the U.S. Court of Appeals for the
District of Columbia Circuit, in a 2-to-1
decision, ruled the ACA’s plain language
mandates subsidies are only available in
those states with exchanges established
by that state, as opposed to states where
the exchange is run by the federal
government. This may impact nearly 4.7
million people who currently receive
subsidies in the 36 states with federally
run exchanges. Also, without these
subsidies, larger employers in these 36
states wouldn’t have to comply with the
“employer mandate” to provide health
insurance to their employees, due to the
way the ACA’s penalties are structured.

Later that same day, however, a U.S.
Court of Appeals for the Fourth Circuit, in
Richmond, Va., issued a ruling
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unanimously upholding the IRS
regulation, stating subsidies are available
through exchanges in all states. The
court held the ACA’s language on this
issue is ambiguous, thereby allowing the
government to issue a rule interpreting its
meaning.

This circuit court split creates yet another
major challenge to the ACA that is likely
to be resolved by the Supreme Court,
probably sometime next year. This
challenge is particularly significant
because – unlike other more recent
challenges – it has the potential to gut the
entire law. If millions of Americans lose
their subsidies and the employer
mandate is rendered meaningless in 36
states, the ACA’s implementation and
effectiveness would be undermined.

The Supreme Court’s ruling will come
down to whether a majority of the
Justices are persuaded that it was clearly
Congress’ intent not to provide subsidies
in those states without state-based
exchanges, or alternatively that the
ACA’s language on this issue is
ambiguous.

HHS GIVES OK TO HOSPITAL
CHARITIES SUBSIDIZING PREMIUMS

The Affordable Care Act’s grace period
places health care providers, including
hospitals, at risk for unpaid bills. But
following guidance from the Department
of Health and Human Services, several
hospitals are examining how hospital-
affiliated or other charitable foundations
can subsidize premiums for insurance
bought through exchanges.

Under the ACA, qualified health plans
must offer a three-month grace period to
members who don’t pay premiums. After
that, if the member hasn’t paid all back-
due premiums, insurers can terminate
coverage retroactively. Hospitals are
beginning to examine how they can help
subsidize premiums, which may help
prevent the loss of coverage and free up
patients’ finances to help pay deductibles
and copays.

Some hospitals and/or hospital
organizations have donated money to
nonprofits, outlining the criteria for how
the gift can be used. Other scenarios
include establishing a monetary pool —
potentially of millions of dollars — and
establishing the criteria for which
foundations can participate in the pool
and how enrollees qualify.

Programs are prohibited from using an
enrollee’s health status, prior health care
services utilization, medication use or
pre-existing conditions as criteria to
qualify. The program then pays part or all
of the unsubsidized premium. HHS
stated it expects such premium and cost-
sharing arrangements to cover the entire
policy year.

HEALTH CARE COSTS SHIFTING
FROM EMPLOYERS TO EMPLOYEES

The average annual cost to insure a
family increased to $23,215 in 2014,
more than double the cost 10 years ago,
according to the recently released
Milliman Medical Index.

The data show employees are
shouldering a greater share of the
burden. Their costs increased 6 percent
in 2014, while employers’ costs rose by
about 5 percent.

Although employers pay an average of
about 60 percent of that cost, the
employees’ annual share of the cost
increased $1,185 from 2013. This is the
ninth year in a row the health insurance
costs for the average American family
increased by more than $1,100,
according to the study.

The culprit is health care spending.
During the first quarter of 2014, health
care spending increased 10 percent, the
largest jump since 1980, according to the
U.S. Bureau of Economic Analysis.
That’s up from a 6 percent increase in Q4
2013. Milliman attributes much of the
increase to expanded access to care as a
result of the Affordable Care Act.

DOC-OWNED PRACTICES HAPPIER,
BUT HOSPITALS WIN ON BENEFITS

A report by the Association of Staff
Physician Recruiters found physicians
working in physician-owned practices are
most satisfied with their compensation
packages, while physicians employed by
hospitals receive better benefits and
recruitment incentives. Appreciated
benefits include such perks as signing
bonuses, relocation assistance, student
loan assistance, malpractice insurance
and help with the cost of and time off for
continuing medical education.

The report presumes there is greater
satisfaction with compensation in
physician-owned practices because
physicians are more in charge of defining

how and how much they are paid, but in
hospitals, someone else determines
compensation.

VA SECRETARY VISITS PHOENIX,
CENTER TO RECEIVE $20.8 MILLION

The day after President Barack Obama
signed into law a bipartisan $16.3 billion
bill that will infuse the beleaguered
Department of Veterans Affairs with cash,
Secretary of Veterans Affairs Robert A.
McDonald held a series of meetings with
veterans and employees in the Phoenix
VA Health Care System (VAHCS).

Phoenix's Carl T. Hayden VA Medical
Center is set to receive up to $20.8
million for a new outpatient center under
the new legislation.

COMINGS & GOINGS

::: Duane Scholer, CEO of Arizona
Orthopedic and Surgical Specialty
Hospital will be stepping down Aug 15.
He will be replaced by Patricia Alice,
who most recently served as regional
director and clinical laison for United
Surgical Partners Inc. (USPI) ::::Leonard
Kirschner, MD, has been appointed to a
three-year term on the Harvard School of
Public Health Leadership Council. Dr.
Kirschner earned his master of public
health from Harvard in 1968. ::: Mary Lee
Decoster has retired from her position at
Maricopa Integrated Health System
(MIHS). She was recently honored by
MIHS staff and friends from the industry.
Decoster will continue to serve as lead
volunteer for the Heart Walk. ::: Rhea
Kagan left Wickenburg Community
Hospital/Clinic after eights years as the
director of revenue cycle. She will be
joining Hospital Patient Services as the
director of operations. ::: Mark
Eschenbach and Vaughn Ward have
both joined USPI as regional vice
presidents. Eschenback oversees a
number of ambulatory surgery centers;
Ward oversees ambulatory surgery
centers, as well as specialty hospitals.
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